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PERSPECTIVE

Dear Unionites,

We are inhabitants of a world governed by customs,
rituals and norms that maintain order. Compliance to
norms is seen as a key to a well-functioning society.
It enables people to achieve their true potential.
Businesses are no exception. Banking, in particular,
has to adhere to a variety of norms, both external such
as regulatory requirements on capital, taxation, KYC,
asset classification and provision, etc. and internal
like delegated authority, fair treatment to customers,
conduct at workplace, etc. Non-adherence to regulatory
guidelines and internal norms could hurt reputations and
attract penalties for individuals as well as institutions.

The Bank has set up Compliance Vertical to steer
institutional efforts at compliance as also usher a
‘compliance culture’ through continuous communication
of expectations on business risk and compliance
practices across the organization. The compliance
responsibility, however, is not just limited to compliance
personnel, but shared by each and every employee.

Technological progress has meanwhile ushered fast
paced changes inthe operating environment. This, inturn,
is leading to changes in regulations, for instance, cyber-
security, and internal organization like centralization of
processes and digital based delivery of services. As
bankers, we must remain aware of changes in order to
best adapt, and achieve goals without distractions.

It is heartening to see our in-house bilingual journal,
'Union Dhara' dedicating this issue to Compliance,
bringing important perspectives from stakeholders,
and providing good reference material on various
aspects of banking from the compliance perspective.
Congratulations to the team "Union Dhara" and wish the
issue gets wider readership.

With best regards,

o AT & A

TrAfeRTuT T S .
CERRECHICRCRIER )

Rajkiran Rai G.

(MD & CEO)
Jors-fadsw, 2021
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We Welcome our New Executive Director !

Shri Rajneesh Karnatak has
assumed charge as Executive
Director of our bank on
21.10.2021.

Shri Rajneesh Karnatak was
the Chief General Manager of
Punjab National Bank. A post-
graduate in Commerce and a
Certified Associate from Indian
Institute of Bankers (CAIIB),
Shri Karnatak comes with a
rich banking experience of over 27 years along with diverse
Branch and Administrative Office experience.

As General Manager in erstwhile Oriental Bank of
Commerce, he has headed large Corporate Credit
Branches and verticals such as Credit Monitoring, Digital
Banking and Mid Corporate Credit. Post the amalgamation

of Oriental Bank of Commerce into Punjab National Bank,
he headed the Credit Review & Monitoring Division and
Corporate Credit Division.

Shri. Karnatak has attended various training and leadership
Development Programs from [IM-Kozhikode and JNIDB
Hyderabad and has also taken partin Advance Management
Programme at IMI (International Management Institute)
Delhi and IIBF (Indian Institute of Banking & Finance).
He was a part of the 1st batch of Senior Officers selected
by the Bank Board Bureau for Leadership Development
Program of 1IM Bangaore & Egon Zehnder. He carries with
him credit appraisal skills including Project funding and
Working Capital funding along with Risk Management with
specific reference/ special emphasis on Credit Risk.

He has also served as a Nominee Director on behalf of
PNB on the Board of PNB Housing Finance Ltd. and ISARC
(India SME Asset Reconstruction Company Limited).

Bid adieu

Shri Dinesh Kumar Garg
assumed charge as Executive
Director of Union Bank of India
on 02.11.2018.

Shri Dinesh Kumar Garg,
Executive Director retired from
the services of our bank on
30.09.2021 on attaining the age
of superannuation, is a post
graduate in Commerce (First
Class) from Indore University
and held the 5th Rank in Merit List of the University in
B.com (Hon.) He is also a Certified Associate of the Indian
Institute of Bankers (CAIIB).

Prior to his elevation, as an Executive Director he was
General Manager at Bank of India, heading the Business

B - EECD

Process Re-engineering and Systems & Management
Department of the Bank where he spearheaded
improvements in various processes, structural changes and
developed various new products and customer offerings.

Shri Garg in his Banking Career of over three decades
has worked extensively both in the field and administrative
offices. Apart from heading various branches of all sizes in
various geographic areas of the country, he also worked
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as Zonal Manager of Muzaffarpur Zone, Bihar and Mumbai | 2"

South Zone (largest zone of the BOI).

Shri Garg also had a stint Abroad at Japan Centre (Tokyo
and Osaka) for more than three years. He had also
conducted Inspection & Audit of Singapore Branch of Bank
of India.

'Union Dhara' wishes him a very happy and active
retirement!

o,
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From the Desk of Chief Compliance Officer

t the outset, | would like to thank and compliment

the Union Dhara Team for bringing out this special
edition on Compliance and providing me this opportunity
to connect with all the Unionites through this esteemed
corporate magazine.

The evolving Banking landscape characterised by
digitization, disruptive business models, emerging new
risks etc., has increased the regulatory expectations and
significance of Compliance Function.

A strong compliance function and culture can immensely
benefit the Bank in not only improving relationship
with regulators and stakeholders, enhancing valuation
among investors, winning trust of customers, better
risk management but also improving business of the
Bank. Embracing compliance, results in better customer
satisfaction which eventually leads to better return on
equity.

Compliance goes beyond what is legally binding and
embrace broader standards of integrity and ethical
conduct. Compliance should be part of the culture of the
Organization and is not limited to specialist compliance
staff.

Our top leadership is fully committed to build a strong
compliance culture in the Bank. The Bank has successfully

navigated through various potential crises in its journey to = =

glory, propelled by the motto “Compliance first, Business
next’. Compliance is recognised as a critical ingredient to
achieve sustained quality business growth.

Compliance culture starts from the “Tone set up from the
Top’ followed by the efforts to connect and evoke the ‘Echo
from the bottom’ by ensuring compliance at all levels.

In an endeavour to put more emphasis on active compliance

risk management and maintain constant connect with the
larger audience, we have launched a Quarterly e-Magazine

and also a fortnightly snippet. “Compliance Connect” is a *

quarterly compendium of compliance related topics and

“Compliance Capsule” is the fortnightly snippet of highlights

and action points related to one important topic at a time.

"

| gfe uRT W SN R 36 R § uw mect
| FEEE.
:Ir' o fagrg € fF Quft Iaeh 39 37 T TgahT 3Ted eI
TSR R A& H U ASA R Yge STIUIeH B &
o & e &

This special edition of Union Dhara on Compliance is also
a significant step in this direction.

I am confident that all the readers will immensely benefit by
reading this issue and contribute in building a strong and
robust compliance culture across the Bank.

N A CE
(TG WETEeR)

-A. K. VINOD
(Chief General Manager)

Jors-fadsw, 2021 5
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= EDITORIAL

arlier the Compliance function in the Banking

Industry was very procedural and had a hierarchy
aspect. However due to digitisation and new emerging
risk areas Compliance has become more significant
and comprehensive with various legal aspects as
well as inherent risks and its assessment, project
management, training, monitoring, data integrity and
quality , driving cultural changes and communication.
With all these features Compliance plays a vital role
in the ever growing Banking Industry.

As is seen, our lives will also not be easy and
systematic without proper compliance. We need to
comply in all walks of our life, maybe with timelines
and responsibilities assigned as far as our work goes.
Athome, we need to comply with our relationships with
family and friends and various other commitments.
Compliance is therefore necessary in our day to day
living to avoid future impediments, stress and tension
and reduce our risk factors.

We are very happy to publish this special issue of
“Union Dhara’ dedicated to this extremely important
aspect on Compliance and we hope you will apply it
in your day to day living.

This issue will definitely give you a new perspective,
dimension and information regarding this aspect and
will keep you update on Compliance in banking.

| will be eager to know your opinion about this special
edition of Union Dhara on 'Compliance’

Tk YTehTHATST & T, With Best wishes.
39T, Yours truly,
/\}%,/4’1;\‘

S

=f. gersm st Dr. Sulabha Kore




he primary function of any Commercial Bank is to accept

deposits and lend money, which is basically its bread-
and-butter. This activity looks far easier in case of an ideal
scenario. However, with “Global being considered the new
local” and myriad stakeholders (customers, employees,
shareholders, peers, regulators, State & Central Govt.’s
etc.) involved, compliance plays an important role for the
Bank (or for any organization for that matter).

As per Merriam-Webster, “Comply” means to conform,
submit, or adapt as required or requested and “Compliance”
means the act or process of complying to a desire, demand,
proposal, or regimen or to coercion. The etymology of the
term “Compliance” can be traced to the Latin verb “Complere”
(having all parts or elements; lacking nothing). Complere is
also the source of the English word “Complete”.

Compliance enhances efficiency, mitigates risk and boosts
perception of an organization in the market. Hence, every
organization invariably tries to ensure compliance in all
aspects. With respect to a Bank, compliance is vital for
every vertical/ unit/ Dept. within. By ensuring compliance,
risks are mitigated along with the costs associated with
those risks. In credit, compliance can be divided into two
stages — pre-sanction and post-sanction.

Pre-sanction compliance refers to conduct of due diligence
of the borrower/ promoters/ guarantors/ securities, market
enquiries, unit inspection, obtention of all key documents,
verification and assessment thereon vis-a-vis our Bank/
RBI/ Govt. guidelines etc. Post-sanction compliance
can be sub-divided into two parts viz., 1. Compliance for
disbursement and 2. On-going compliance. Compliance for
disbursement are basically the terms & conditions which
are to be complied with before disbursement of any credit
facilities viz., completion of documentation and mortgage,
legal vetting of documents, creation of charge with ROC (in
case of companies) etc.

On-going compliance includes monitoring of the account
by obtaining regular stock statements, conduct of stock &
book-debts audit, ASM (Agency for Specialized Monitoring)
reports, regular technical/ unit inspection, verification
of suppliers & debtors, going through debit and credit
transactions in operating account etc. In practice, it is
observed that the post-sanction compliances takes a back
seat in comparison to pre-sanction compliances, leading
to higher risks and associated costs thereon for the Bank.

Impact of non-compliance:

» Timely filing of charges with ROC, in case of all
companies, is mandatory. In one case, it was observed
that company has availed regular BG limit against
100% fixed deposits with a Bank. However, charges
were not filed with ROC on the said fixed deposits of
the company. Over a period of time, the account was

ROLE[OF(COMPLIANGE
INCGREDIT

referred to NCLT and NCLT sent a notice to the Bank
for depositing the fixed deposit proceeds with them,
since no charges were reflected in ROC. Although,
regular documentation was obtained and legal aspects
were completed, just because of non-compliance to
filing of charges, additional charges (in this case legal
expenses) were to be incurred to prove Bank’s right
over fixed deposits.

» Generally, Letter of Guarantee (LG)/ Bank Guarantee
(BG) limits (non-fund based) are utilized towards bid-
bond, security deposits, performance obligations etc.
Without proper assessment and explicit sanction, if
LG/ BG limits are being utilized towards purchase of
raw material requirements, then it tantamounts to non-
compliance and deviation from sanction. And such cases
can lead to double financing which shall lead to multiple
issues and involve additional costs going forward.

» Unit inspections are to be conducted regularly. The
reason, simply being, the Branch/ lending institution
will be able to understand the level of business a
borrower is carrying on, any labour issues, presence of
obsolete stocks etc. In one such case, it was found that
although the unit was functioning on the day of the visit,
the accessories & equipments, which were supposed
to be used regularly, were lying around bushes which
means that these were not being used. If conduct of unit
inspection does not happen as per extant guidelines,
then it would be late for a Banker in identifying the
problems of the borrower leading to higher risks and
associated costs.

Impact of non-compliance can be best understood from
the adage “If you think compliance is expensive, try non-
compliance” by Mr. Paul McNulty, former US Deputy
Attorney General. It aptly sums up the importance of
compliance. If non-compliance increases, then the cost an
organization has to cough up will be far beyond the cost
which could have been incurred for compliance.

Hence, compliance to sanction terms and conditions for any
credit facility plays a major role in protecting the Bank’s interest
and mitigates the risk involved. In addition to complying with
sanction terms & conditions, utilization of various monitoring
tools (viz., stock & book debt statements, Q4 statements,
MSOD, DBC, unit inspection, overdue bills statement etc.)
paves a way for ensuring compliance in credit.

- D SAl SREEDHAR
Mid Corporate Department, CO.

Jors-fadsw, 2021
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&, T 9% TGk o Y TATE T TeT ©. TS T ST
37k fou g SeEl % WY ST g3 Wegy hedT 7. AT
o H U TS TART THIN AR JYE T@T ®. A0H I

mucho

Carlos Gonzilez Vallés

3TIVT T UK, 3T ST Tk TR
yChlid TS G o7 Ige B
Won't Eagl
e TS WER SN e & fom
f S a9 &R ¥ 3% 9T 9N
T foRam T 1966 H 3% ‘FEAR
N Oz ¥ gt feer . A 1978
¥ 3% TSa U9 gavl 95% § gEa
% - foram T, wfew & foau Towa #
”"*“‘W“”m""'ﬁmt—lﬁqlmlﬂgsww T 2.
Let Go of griifre W % &7 & f ™
Fear 3Tk T HI WIEd T 1995 | 3%
‘3TATE HTHT TR HIAARL LR
AT 1997 ¥ SR AU S
TR ¥ gefa feear mar. o
2021 7 Hifeer w& forem & &% | 39
T fT T S wE % fag 3%
‘Tl AR T FEIa foRam T

g T 39 AT & U 9. TH
W A, T T WEw,
TS T@H o ISl Ae(ET d Th
2 @t AT el Gt AfehT S @ 3okl #TT
90 I I g o ITH! AT 7 3% T
1 Te & g et oK F Har & Har
F foU @9 MU IYF 91C IAH!T HEAT F
3ifqT o o6 o THIM STk Y T 3T THYM STt Farr
T, ST AT F 101 99 1 37 § 3ifq0 W9 . 3T =l
# 3R forr ® fof wmar o Sifqw auf ¥ &7 g Yav T 3%
S % Faifucs TqfE T wifa Jem .
ST T SfeT o U <R YRa H fydm. 78 foRame
TSR 9T 7 fe@t. 9 STEeX 1920 I 95 IW ot IH H
3R 39 AT HI AT Rl HRATT WO Sl AR
IFH T Sfad H Wifed o &F § IIyayd & foRa,
YA 9T H o o1 ohieh I 3§ WOl & e &l
TG TAT TG o TG hl GHGAT. 3Tk GRT TRl
T % foU fopT MU wifer Far S o TERIC e S
THIN o faT ATg &,
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H qAToROT T Tereh § S H € TAfeReT BT Wew .
Tk TG & qATaRoT qeeq M .
T AR, & Ug M, T AMST T TR T E. .

3R TR 3T 3T TS HT 1T HT SYH! T IS T ..
T SR TS o TS T 1 W% LT 1 a1 a9l ge. ..

T I ST IR T T I A H T I
ST geeh! 7 fog wo, # o 8 §.

F E TATaRT T Tk § ST H T wHiaRoT BT e F. .
I g T ® ST T A BT 3T WAL THIhA ¢

for & & € § S thehar § T & €1 3T THeAT §. .
F §t e el § 3K # § e o g
® & o7 et foefet T T fid Far €
I # & 3T TG0l F AT R eRAAT §.
® f T T 3T T S T o3 TR
3PIT a1 AT T TTET ok HT ST ST T 5.
H 3 € 31 H o o wew .
Ty & € wafeRoT o T8 g,
3T # E TATaROT BT WEE .

PEOPLE

They told me, don't trust,
everybody or anybody
for people are fake
and hypocrisy in fashion!

They told me, don't expect,
from everybody or anybody
for miseries wake
and no one caters to your
satiation!

They told me, don't care,
about everybody or
anybody for granted people
take,
you, and your cooperation!

They told me, don't love,
this quagmire swallows up
your passion!

Exceptions are always there,
They mentioned along

those few are fortunate,
with whom exceptions stay
for long!

[ tried to pay heed
and didn't trust, expect or
care, I tried escaping love,

but ah! life is so unfair!

I looked about for
exceptions but couldn't find
any,
then I looked about for
Them,

"Don'ts" who told me many!

But They were not around
so strongly who had
advised, Weren't They my
well-wishers?

Oh! They were 'People’ too,
[ realized!

- Poorva Sharma

TafeReT ST s Te 9T TR, Toe SMAE 3 |
ST, 91, KT A ¥ Y9 GHET WG S F A e T &
7.7l Far ST A F FT W R T SN TH F/eh g ...
foF SMyfTehar ot ofeft atg ¥ AT & T U SWAFHF ..

Kapurthala Branch, Jalandhar

31T T4 T TET T TR AT FaE,
To T ST eRs, 3% o g |
3T T T US| ST TLUT AT (GETT,
3 o1 3% Uiy BT o fgmmd
3T T bl JedT HT T HIAT FHE,
e AT TEGAT ! TH3he HLAT (9@ |
3 T T HAT & S{a ol o T T (e,
feret ST ST O MK qRged i Wt S o |

T 9 THH T Y 7, T 3T qeeit i
U T[E T e e T §, I8 v e |

T AT =T Wl ST § I A @ | S STEA G
g 31 § W e T e, R S A A 9 R
e T € A Y T T SIS ERER I GE ¥ HfH
R & Ty ¥ o foen € ot F & swet famees ¥
R & ST THATT farchen § & € 3o e |
T & & TAToROT T T § MK H EY AT S W

Jors-fadsw, 2021
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ST TTcToly
&I} 3 STUSTCS

a‘ehrr—(wfr A T SfehT IRey sga oSt ¥ T

TRT €. Wit o faermg o 9, X St sam § a9
Sty T T S v Fa SRS AT S e
TIHT o ToTe A o Rk bl [ e ¥ dea o ¢
e s ST ¥ A wET ¥ A T
¥ oeT-vel IRad 3 B g Meifent &t T
vIftr el T @7 © S8 wfgw § fa<di &9, =mR Aied
31X SfehT TTTell 1 fhe § T SR I T W IS
2. 39 UReds ¥ St & wre-wrYy et & fog et
Tt 99T Y €. ST ¥ T Wewqut A ¥ ¥ U ®
‘IUTeH’ ST R off aféR ok faxia wuTel @ U wgd
& HecyUl TR .

JTUTEH 1w, T X fafemi (Regulations) Ffed
fafsra STeR Gfearett & w9 # wftwfua forar w0 7. it
T T STMUHTET TR SAVIRATSH § ST BT €. T T
3T Afafier frmt, Sifedt S afeharsit 1 we YT U,
AfTer Tenst & STTER ST AT e, Teh Holge STUTeH
TEHi @ F1EHl T IeH & & 91 3o FaeR diearel
T UTe ot GRATET AT e AT T1er & HIT Aeeh Jar
IS Td §C Tea! o 91 3fad SR ot ST =M.
3R 39 e ¥ U ol RN Smom o ffga §7 9
STUTE ST €T T ATEABRT Ta1 ST

SJIUTEA ThT UTAH Shid oh HIEC:

et % fo ST WS T S T@ R WeS!, FERTER
3T FrameRt (Regulators) &1 fagrg Sfia & fog w3t
STIUTCH TEHT T R HTAT I & Feeaqul 7. TH
3= SUCH GEHIA Seht o1 FAfAfE Tl T A=
FT FhT T

) e e 3T ST SfEw;
i) %Y IfafST SRET (Reputation Risk)

iii) 3T T HG GHT HH=TAT § A fergrer ST 3ifien
STCHTTLTE T BT

B - B

M

iv) T T STeRfid T 3T TAIT TET | Weg ST Wy
T T ¥ FHART T S1F GG .

v) SEAR UREHTAT ot aeTe ¥ Sga¥ iy o H wHeRT @
G&H I

vi) et ST o1 federRent o TTer Sga¥ Tael .
vii) FoeTeRT o ofter WEeT & AR # gig g

T AfE &9 WEehT T WP TEd © o 86 YU i
AN I SMEATARAT T S FEM I I Tt | IgeR
yfawer (Return) 1 37T o ST Gehell €.

FIUTAT Tl A oh ThEAM:

ol TRl SR e H e el T % RO
TR 95T ¥ THUE I3M USd T FE We F THUH T
fears o0 © 3t e oIy &Y ¥ ¥ €. IUEH StEn
(Compliance Risk), STt a1 e Jfqeel (Regulatory
restrictions), *fder faxia #1fT a1 wfaweT &1 THu™
Shfew € ST et stk ot shrt, fafamt, frami, gefe w@-
TS Y3 ! TR W MR WiegdT T e i |
faherdT o URUITET®Y YT U8 ehel €. STUGH @
1 FHH FHA % A = e T T ST ST Hh B

) ufEarel ot TOq Hafwid STeLd ohl, &1 HT T T
T H HI G K WY e T garEd fmar ST A
i wfasT ® T aTelt Tafadl ¥ =T ST 9o,

i) ST STEROT FT U HA H fawerr o 3ol Hi
& @S # yRafia & wHenar o s e S
ifsd g o fau s=nfia fear s =nfee.

iii) SRt ERT STUET S Had AN & ®F H AT I
Tgfd g ST =R,

W THR F WO ¥ 7 fod SR @ we ol § guR
T A W ®Y § dF it AT F off gfig 0 oy
ffyepter dor frufftd T od §. Safe @ STTeH
YTHT & HROT dehi T WY HHT b TS ool €. fag




iR

T W TR <@ S @ 7 Toh fodiT Fohe ohi YHI
¥ 2020 TF Shi W 400 fafea" AR ek ¥ W
ST T T IEAT 7. AT Hew IR O geensd
% URgyd &1 @ o S 2018 ¥ o8 2019 TF R ook
T IRT ¥ W HT @ fafm A St W) STuTer
e &l & & HROT 76 Hihl W &, 122.9 HUS HT
Hifser &8 o § et g g ®7 F ST e
T IEaT & 3 9K § 37! 9@ o 6 el €.

RTeAifeh, ST 3T A T X, fafamt ot 3wt g8 uopfa
% WY TC W@ & fau g Te e wfed siafifed
freor & 1o € i Jee qomelt Sare @1 3 w9
Y AT Tohelt €. STIITAT T T ST HEer i 31fuh
Ty, frfsa o ¥ gaifad T | 9&W 991dT ©. SR
Y 7, Gge VET HIT bl YU, r@edr, fagma
3R TWH & Al & AU ed ardmeRr off s €.
I o WA G, doF WA ! faskfad e arel frEmt
3R AEEIges gHifaa ¥ fueT & fau svavas Ao
I ST @A FC TR oF WY HH HA o [T TR
T T .

SIUTE HER(T - WA TGy

g fsTe dop 3 Sl § d@re 3T e gad gty
@ TfAfT) H fawRe & SR W TR 1992 H i
H ‘orure ey wi fgfe i T aoTelt gE bt oo
e AU T Rt 1995 § ek & § T«
3T S oRET wE SR e faum % Ry wemeye
HI U FE & AU FEER s=Er o, SO gey
f1eTeR 1 W STuTe wEt W) aTafe RAfET (Periodic
reporting) AT YAV i STEYAHAT Tt of. I8 &fR-#it
TR oA T foF St STurem sl s uifyr w7
fat sgrr ST =1feT afces WE ®9 § gy o fomar
ST =fet.

Siegarerst ﬁe?wiasn

39 Te § YRS bl BT TIUICH TTHT 1 T Hid
T MEYTHAT . THaet HfRAT (Supervisory process) W
IR, TFd o T qRAT St Y U Y@pa & fafue
HFE T W 7. S T R GUR FT S & oS
FS HHAT I FFEMHTAL TR-IK <& TE . Te e
fqerEe Tt gt o eiameet & SR Sl T B 9l

FS ¢ THAMI § SO ST Gohe o A Fafud dont H
T 3T STUIe G&hfa fAfed Bil. Herde! o SRk
S T HE=E gRT ST Hifaat X wfshansit
Te T T I IS8 U BId B, bl H HETHSt @ aadr
T, T YA AT T AT SR S T AR-eht
Tt S Soht § Teh AT STIUCH TWHT % He
ISR AT 7.

WA GU&TT ¥ Haferd STgure Sifaw:

TN Genfera SfehT rawen &, Ugex Qe fenfree
T I T He dgd 9¢ AT €. WEeR AAT STl

(Resilience frameworks) T 3Ie¥d O Tk Tl I
FlIfue i &,

TMU-=ar W (Confidentiality Breach) - TR TTgaR
TRT T STIUGH et BT 71 o Sk & MUT 82T F
=R B T AT g ST ©.

SUSTRIAT W (Availability Breach) - &% aX 3TATeH
TE B & FRUT 39 TWe I T T Bt § 9 R
fqET o TR ©, WAfeh HaTd, U &,

IGSAT Seetad (Integrity Breach) - 32T a1 faw® &7
YETIR, ToAT ! TGS IR FEEHI o Ak
TTfed T ©.

T ICEEAl ¥ HAfT STIIIe SITEH o1 Hecd 98d &l 9¢
ST ® S SfeRT weemell NI MUfHehd % MR W 3
ST T STETTTHT ©.

SIUTEH TR UL =AH TdA STl (Supervisory

requirements):

ferdt oft T # oY v T § I T . Afe faeie
TTIHT T T I ST BT e TR ¢ 7 fafga &
Y TR 3T A=t TS T B B a1t HHART ) oFf
TS B, U T H Gl T T A S BT
M. IT hac SIIE H1E H R HHARAT ht &
RTER et dfesh 98 doh o Yoieh &% 9e& &t fSoer)
BT =IfRT 3T S o AEEies T fedr off -
I % fau T 7 § fSRER S Tt de
H FTGE T 9T GE Dl IoF AT T I@ =MeC.

Jors-fadsw, 2021

i3 2



i

REGULATIONS | RULES

o

| POLICIES

YT YRR, UTEehl, FHHAMA T fF98 o A &

o gt STUTET Tepfd Uk SYavgehdr 9 TS ®. ARG €
T W TR ¥ O &, @ T A5Ea ST 9Shia #
frafafea smavas T g  =fe.

1. Wamacsl (Accountability) - 3T SITEH A § FH
T, 3T R 9% & R weed @ g eI,
I 3 ST oK TMfes ®9 § SRR o @
TEpia &I faefaa e, aits Jaed, FEies THqE
31X IR=Te T i STATEacE! T WE YT T,
SIS THE hI 9fHHT HT IR AT SR
AR AGT IO 1 qfHeRT AT T TEHid

2. HUYUT (Communication): T W% W@ & foau
Y WSl 3R fEdl & 9 ST PR WEAT SR
IRERTAT 1 FeraT fear ST =ifeq. JWmel  STare
TGpfq & fou © o | SIf@w S ST I Feral
S o AT A=Al & fAT Suee STTEehar s
HT RS AT A MR 39 HihAr § RO ¥
Tafud SfEw 3R fRHe sler o T off Wfa
.

3. WIcHTe GToHT : G ¥ aifgd STIe 9&hid &l
I T % fAw St w1 fulg o9 & gomel eiiR
gfshaetl & Toh T SicdTes SCaT affed gl =1feT
ST AT & STTE TEehia ol JemaT <7 § g it

4. fEEgE TTEET: SHUeH I HEl w9 Sifen
Jae ST ST i@ WIe § Ui TerT €. STuTer
FE T Blehd J&F &9 § FaRe T (Preventive
Compliance) T &I =feq. FaRer 3Tde™ IF HT
Tfafaferl &1 Teet ¥ SMehe HOM S - Tl

N . BECTD

Tffafe/aeT 89 € & &1 k.

5. IQUTEH WS, WUl 3T TATeH: S i
I ST SITEH & Jaed o g mafieae 59
TE ¥ Ui et =feT STt 3Teh! 31O SiifEw waee
TG 3R TREATST o 1Y &1, %9 foxig Twemsi
F ourer X uReer SfEH o STeT- 2TehT oha
TG AT 7 AR STIIT HHAT T & Hrat ok e
TR FedT ol STevgehdl alel o o1 fqen &
=feu. ookt QI 1 wE &9 § iy fHan s
ey 3R gEeh! Tiafafemr ofdfiies or@mier g
Tafer T T GHte o ST ST TfeT. Fare i
AT ST ST T T FHM HAT =feq 3R SHH
TEIRT T8l HLAT AT

SHIARE UITTE kT W

ST STIITeH SEhfd # Jo¥T i o fog fomfta deemstt
# TIgath oF HeoyUl T §. Ik SIS &I UAF Sk
T & FAIER Af T e, qe FRT AT
it 1 gehTe farvTE SATEfHaaret W S S =fe. T
T, At & Forelt I F FHETGET FH W S AT AT,

frrem:

3R TH Yo AT T faveryur 2 a1 Ig U € foF Aot
F U TEHA H GUR L HI TGS €. R
fstd dF & MER I o & Wy wfow X geg
FHTHEHS o T 3avass T § 3K afs gqept qrat &
Y g e foRan ST ®, g S % SifEw deRd W
yfeiereT FoTe STt Hehell .

SIS I AT & fodia ¥ 9ga & TRt 9
T & 3T U & ¥ I@ IR &9 FPE T & 8.
fament, Tdagent T AWHE wHe frufter amfe 3@
T § AR B I € o FHaa fEm a & vt T
T Ifcer SR ST STIUICH, T SR Wi <M &9
¥, fafrafra geenstt gR1 T fFar ST ® @ aw famiw
TET3T T ST T T o SHRUT T ¥ el F=mr ST
Tehel ¢

WIS, dETS
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he Government has implemented a comprehensive

4 R’s strategy of Recognising NPAs Transparency,
Resolution and Recovery, Recapitalising PSBs and
Reforms in the financial ECO system and PSBs.

The first 3R’s are aimed at cleaning the balance sheets
of Banks. The reforms are aimed at systemic change
to address root causes so that the risk of recurrence of
excessive stress is minimized. The reforms address key
areas in PSBs- viz Governance, prudential lending, risk
management, technology-driven checks and controls and
SMART Banking- as well as transparency and accountability
in the wider financial ecosystem.

As aresult of the 4R’s strategy, recognition of hidden stress
as NPA has been largely completed, the creditor-debtor
relationship was alerted, significant recovery has been
effected and significantly higher provisions built up against
NPAs.

Through systemic improvements and institution of checks
and controls, the reforms are creating a strong foundation
for CLEAN & SMART banking.

Technology-Enabled Collaborating simplified Banking

Under EASE 4.0 a theme “Technology-Enabled
Collaborating simplified Banking” is introduced and metrics
have been declared. 12 new action points are introduced in
the EASE 4.0

REiEtEE e Reform on the Cards
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EASE

REFORMS ForPsB's

The metrics applicable to the Compliance function under
EASE 4.0 are

(i) Compliance Monitoring Tool

(ii) Timely reporting of Compliance

(iii) Accuracy of self- reported compliance

(iv) Linkage of compliance deviations to APAR.

The metrics are applicable from Q3 of FY 2021-2022.
Compliance Monitoring Tool:

Going forward, a checklist of compliance applicable to
the individual with the importance of compliance will be
introduced.

Reference: IBA's document on EASE Reforms
Timely Reporting of Compliance:

This metric calculates the Share (%) of officers who have
reported the compliance status within the bank defined
timeline. The compliances which are not reported by due
date will be treated as not reported.

Accuracy of self-reported compliance:

Under this metric, number of self-reported compliances
with deviations identified based on on-site audit findings
and data based compliance audit are compared to the total
number of compliances self-reported during the quarter to
arrive at the accuracy of the self- reported compliance.

Linkage of compliance deviations to APAR:

Concerned officers with at least one KRA with >= 5 marks
will be mapped to deviations.

- VS Raghava Sarma
Compliance Department, CO

Jors-fadsw, 2021
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CHALLENGES IN

he most common perception of compliance is to comply

with rules, laws and regulations made by regulators
(government, RBI, SEBI, IRDA etc.), that define how an
organization should run itself. Most of these are external
requirements.

The way to accomplish the objective to comply with rules,
laws and regulations made by regulators will be designed
by internal rules called circulars/ policies in banks.

For a robust compliance culture we should ensure strict
adherence to the bank’s internal rules as well as external
requirements.

Field of compliance is never constant, keeps evolving,

There are issues which lead to the formation of new
regulations or modifications of existing ones with which
banks have to comply.

ISSUE/ADVERSE
INCIDENT

NEW REGULATION/
CHANGE IN EXISTING
REGULATION

COMPLIANCE

Some of the major issues (external and internal) that lead
to the formation of new regulations or modifications of
existing ones can be mentioned as:

Financial crimes

Privacy

Customer Service

Changes in economic conditions

Financial Crisis

Covid 19

Cyber crimes

B« BEGTIEED

BANKING COMPY
-- Ty

To overcome banking compliance challenges, we require
to have an effective compliance culture, independent
corporate compliance function and a strong compliance
risk management programme. Bank should have Board
approved compliance policy which has to be reviewed at
least once a year.

Some of the major challenges are as under:

Compliance Risk management:

Failure to comply with rules, laws and regulations made by
regulators will result in compliance risk.

The BCBS (Basel Committee on Banking Supervision) paper
on Compliance and Compliance Function in Banks defines
Compliance Risk as the risk of legal or regulatory sanctions,
material financial loss, or loss of reputation a bank may suffer
as a result of its failure to comply with laws, regulations, rules,
related self-regulatory organization standards, and codes of
conduct applicable to its banking activities.

To mitigate compliance risk banks should have compliance
risk management programme.

Compliance risk management should be able to identify,
assess and monitor the risk to bank’s compliance to
regulatory requirements as well as internal policies. It should
also note the risk of legal or regulatory sanctions, material
financial loss, or loss of reputation a bank may suffer as a
result of non-compliance. It should have well documented
compliance risk mitigation techniques embedded in it.

With  technological advancements, automation in
compliance risk management can be deployed as GRC
(Governance, Risk and Compliance) software is available
in market or can be developed in-house by banks.

Organization Structure:

For a robust compliance culture, banks should have well
documented organizational structure related to compliance
function in compliance policy.

Staffing Pattern:

Compliance function faces a challenge of staffing and skills
required. Compliance function has evolved drastically
and has become complex in nature in recent times and
requirement for number of employees and skills are
increasing.

Digital transformations:

We with new regulations the requirement arises for new
technology/application software. This puts forth multiple
technology challenges, like proper IT strategies, adequate
automation, integration with existing resources.

IT implementation should focus on sustainability aspect



and take a holistic approach, without which implementation
may result in non-integration with existing resources and
sometime in future will show characters of redundancy with
adoption of new technology.

With evolution in technology arise challenges of its
integration with legacy IT systems.

Arecent example is the merger of multiple public sector banks.
Optimum IT strategy will result in lower cost to the
organization, improved quality of data, timely reporting of
information to the regulators, protection of data and many
other benefits.

TS OF L EEELRS

‘e ¥ T HT AR IR TR A, HITET FHIA ATA By
ot R TR T wRE 9 g R T 39 T
1 T wt €, 25 af @t A A B S
AU i feem afqwurh, fSeh /T 1o & &1 7T
ST TR AT AT, 15 9 oht 3Tg H Teh GoaT # STq
3G @M & a1 Sl fHd Tel BRI, 3k &9 § =T
37k IRER T feart i Sf@l & IR-9R TRYA 1 Tt
33T, AR AT BT AL AL WA, fewh T ferma =Y
TR, T o ¥ YESTA T 3K 30 URaR § TWHRT Hehd!
TGS HTH aTel Teelt IEd . ST geX feor ot € S
et § M a1 foram 3T SHeh 918 o | et &
fou ot e &t g ISt gftafddt ST wighden fas
TRfaferer IFERee & femimr o Togsher fohar e
T 2017 ¥ Hu forner | ffaent o &9 6 avent f3fw
TX. IS QT ST ST BT T BT FHIA §L TG 70T
e d & 9 W TGS 1. T 30 URIR T qrha o+t
3T 319 AIAT- e 7 off 319 =T B T T et e
fear. wrar-fr & smeftafe o St Aed % wRUT 9w
‘D T FSU %qugaﬁﬁwﬁr femmt
IS T el ¢ foF Ik Sia § ITR! AT I IR
T EIT TE 7. ITR! AT THIT ST FEalt § b et AR
T SeT F U@ € A 7. qH off I Ft W, ¥R
Y foafad & BT, THSAT TR Hed . IRaR 1 8T
o ITRT TN T F edifed e el 2.

femrft Y Tt ® o 9% ST W FA & 3T T H F A1
FIAT T S ST TEAT of I FIA T S ORT Hedt

Changing regulations, data governance, Operational
resilience, customer service, cyber security, money
laundering are some of the other major compliance
challenges banks need to keep a watch on and keep
complying with regulation associated with.

The need is to implement the compliance requirement
strategically in sustainable manner.

Bank should convert compliance challenge into a tool
that delivers value and outweighs the costs associated
with compliance and puts the compliance function and
organization on top in the industry.

- Vivek
Compliance Dept., CO
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AML/CETiDevelopments

aroundjthe)world
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nion Dhara has chosen the most apt topic of

Compliance for the present issue at this time. The time
is fraught with so many developments in compliance and
AML/CFT both in India as well as Internationally. This is
the right time to understand the importance of Compliance
for an organization when a D-SIB (Domestic - Systemically
Important Bank) like State Bank of India has been penalized
to the extent of Rs. 1 crore by RBI on account of deficiencies
in regulatory compliance in reporting of frauds. The news
of Taliban taking over Afghanistan thronged the televisions
across the globe and rising concerns on CFT (Combating
Financing of Terrorism) were coming to the forefront.
Further the increasing infiltration attempts in Jammu and
Kashmir, Indian govt. planning to highlight Pakistan’s role
in FATF (Financial Action Task Force) meeting in their
inability to penalize financing of terror groups like Lashkar-
e-Taiba, Jaish-e-Mohammed and Hizb-ul-Mujahideen has
taken up much of the space in political and financial news.

Over 30 countries acknowledged that implementation of
Financial Action Task Force (FATF) guidance is uneven,
and problematic criminals take advantage of uneven
implementation of Anti-Money Laundering/Countering
the Financing of Terrorism (AML/CFT) regimes to virtual
currencies to launder their proceeds of crime.

The participating countries pledged to enhance efforts
together to disrupt the ransomware business model and
associated money-laundering activities, including through
ensuring national AML frameworks effectively, identify
and mitigate risks associated with Virtual Asset Service
Providers (VASPs) and related activities.

Black list and Grey list of FATF:

e Grey List:

+ Countries that are considered safe havens for
supporting terror funding and money laundering are
put in the FATF grey list.

» This inclusion serves as a warning to the country
that it may enter the blacklist.

* 22 countries in the Grey list include Pakistan,
Myanmar, Philippines.
e Black List:

* Countries known as Non-Cooperative Countries or
Territories (NCCTs) are put in the blacklist.

» These countries support terror funding and money
laundering activities.

» The FATF revises the blacklist regularly, adding or
deleting entries.

* Currently 2 countries in blacklist - Iran and North
Korea.

Explained: What are the Pandora Papers, and why do
they matter?

These are 11.9 million leaked files from 14 global corporate
services firms which set up about 29,000 off-the-shelf
companies and private trusts in not just obscure tax
jurisdictions but also countries such as Singapore, New
Zealand, and the United States, for clients across the
world. There are at least 380 persons of Indian nationality
in the Pandora Papers.




The Pandora Papers pierce the corporate veil and reveal lot depends on the intentions behind setting up an offshore

how trusts are prolifically used as a vehicle in conjunction trust - and if the taxman can provide evidence that suggests ‘
with offshore companies set up for the sole purpose of mala fide intent by the trust, then the courts tend to back |
holding investments and other assets by business families the tax department in their attempt to recover the dues. i

and ultra-rich individuals. The trusts can be set up in known
tax havens such Samoa, Belize, Panama, and the British
Virgin Islands, or in Singapore or New Zealand which offer ,
relative tax advantages, or even South Dakota in the US, i) Maintain a degree of separation: Business persons set |
the biggest economy. up private offshore trusts to project a degree of separation |
from their personal assets. A ‘settlor’ (one who sets up/ |
creates/ authors) of a trust no longer owns the assets he
A trust can be described as a fiduciary arrangement where places or ‘settles’ in the trust. This way, he insulates these
a third party, referred to as the trustee, holds assets on assets from creditors.

behalf of individuals or organisations that are to benefit
from it. It is generally used for estate planning purposes
and succession planning. It helps large business families
to consolidate their assets - financial investments,
shareholding, and real estate property.

From the investigation, some key tacit reasons why people |
set up trusts are:

What is a trust?

This is best illustrated through an example: A real estate |
promoter sets up an offshore trust, which sits on top of four ‘
offshore entities holding some assets. Now, private equity
investors drag various entities of the real estate group to
the National Company Law Tribunal under the bankruptcy

comes from the ‘trustee’. At times, the ‘settlor’ appoints a @liEeRe I EmES SEo lie EToeiters,

‘protector’, who has the powers to supervise the trustee, i) Hunt for enhanced secrecy: Offshore trusts offer E
I
1

A trust comprises three key parties: ‘Settlor’ - one who sets law. So do homebuyers who have invested in residential t

up, creates, or authors a trust; ‘trustee’ - one who holds properties by this company. But the Pandora Papers ;

the assets for the benefit of a set of people named by the show the promoter moved tens of millions of dollars in F

‘settlor’; and ‘beneficiaries’ - to whom the benefits of the assets to the trust amid police complaints in Delhi by his F

assets are bequeathed. foreign investors, alleging siphoning off funds to the tune

A trust is not a separate legal entity, but its legal nature of hundred-plus million dollars. His wealth moved to an E
|
|

and even remove the trustee and appoint a new one. enhanced secrecy to businesspersons, given their
complex structures. The Income-Tax Department in India
can get to the ultimate beneficial owners only by requesting
information with the financial investigation agency or
No. The Indian Trusts Act, 1882, gives legal basis to the international tax authority in offshore jurisdictions. The
concept of trusts. While Indian laws do not see trusts as exchange of information can take months.

a legal person/ entity, they do recognise the trust as an
obligation of the trustee to manage and use the assets
settled in the trust for the benefit of ‘beneficiaries’. India
also recognises offshore trusts i.e., trusts set up in other

Is setting up a trust in India, or one offshore/ outside
the country, illegal?

The ICIJ (International Consortium of Investigative '
Journalists) with its partner in India i.e. Indian Express
mentioned the name of famous Indians such as Sachin F :
Tendulkar, Businessman Anil Ambani (who has recently

tex jurisdictions. filed for bankruptcy in a UK court), Nirav Modi’s sister and ;

If it’s legal, what'’s the investigation about? Biocon promoter Kiran Mazumdar Shaw's husband.

There are legitimate reasons for setting up trusts - and many References:

set them up for genuine estate planning. A businessperson - . 2
. . L . . 1. economictimes.indiatimes.com

can set conditions for ‘beneficiaries’ to draw income being

distributed by the trustee or inherit assets after her/ his 2. Outlookindia.com

demise. 3. Wikipedia/ drishtiias :

Trusts are also used by some as secret vehicles to park ill- 4. Indianexpress.com (Special reference of Pandora |

gotten money, hide incomes to evade taxes, protect wealth papers)

from law enforcers, insulate it from creditors to whom huge
moneys are due, and at times to use it for criminal activities.

Why are trusts set up? / Why overseas?

B

Overseas trusts offer remarkable secrecy because of - Pushkar Soni
stringent privacy laws in the jurisdiction they operate in. A ED Office. CO
Joms-fadar, 2021 'y
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Background : It has been some time now since the Global
Financial Crisis (GFC) first broke in 2008, extending its
impact across the globe over time. The years since the
Crisis has extensively been dedicated by international
standard setters and domestic authorities to both
enhancing and reorienting financial sector regulations to
ensure the sector’s resilience in the face of present and
future problems

Compliance is defined as the act of following laws, rules,
regulations, and various codes of conduct including the
voluntary ones. Although most of these arise from external
requirements, following the organization’s own internal
rules, policies, and procedures, acting in accordance with
ethical practices is equally important. Compliance shall
go beyond what is legally binding and embrace broader
standards of integrity and ethical conduct.

In recent times, the emergence of compliance function as
an area of greater focus is an acknowledgement of the
damaging impact of non-compliance, not only on an entity’s
own reputation but, more broadly, also on the confidence
in the system.

Compliance in Credit: The credit compliance is necessary
to ensure the quality of assets, the liability portfolio and the
customer relation. The lending institutions are parting with
the funds upfrontto the borrowers based on the assessment,
understanding of the borrower, etc. Hence, the compliance
is more necessary in case of credit portfolio to comply with
the rules, the legal aspects and various codes of conduct.

Loan officers are aware about the five Cs of credit: character,
capacity, capital, collateral and conditions. However, a
responsible lending program should cover the sixth C of
the credit, i.e., compliance-fair lending compliance, in
particular.

__ @ e

Role of
Compliance
in Credit

Fair lending compliance goes well beyond accurate
paperwork and checked boxes. It can reflect favorably
or unfavorably on overall management competence and
organizational culture. The banks must make financially
sound loans and adhere to the letter and spirit of fair
lending regulations.

Confirming compliance takes macro and micro analysis
of bank practices much like those performed before and
during examinations such as oversight, risk assessment,
training, monitoring, complaints, testing, vendor risk and
lending policies. Hence, it is necessary to get familiar with
the bank’s fair lending program and get an understanding
of the bank’s size, complexity, products, business model
and legal or operational limitations. Review the bank’s
fair lending history by looking through the results of past
examinations, monitoring, audits and corrective measures.
Then, establish a baseline for upcoming work by reviewing
the fair lending risk assessment and updating it, if
necessary.

The role of compliance in credit is beyond the process of
the credit proposals and is required to be adhered at all
levels.

Benefits of Good Compliance Culture: Itis very important
for banks to demonstrate a good compliance culture to
maintain their reputation and win the trust of customers,
investors and regulators.

A good compliance culture can benefit banks in several
ways, which include:

a) Better asset quality;

b) Low organizational and individual risk;

c) Low reputational risk;

d) Improved transparency which enables better decisions;



e) Enhanced relationship with regulators and other
stakeholders; and

f) Enhanced valuation among investors.

It is therefore necessary to embrace compliance, if an
organisation wants customer satisfaction which eventually
leads to better return on equity.

Cost of Poor Compliance Culture: Compliance risk is the
risk of legal or regulatory sanctions, material financial loss,
or loss to reputation a bank may suffer as a result of its
failure to comply with laws, regulations, rules, related self-
regulatory organization standards, and codes of conduct
applicable to its banking activities.

Globally, from the beginning of the financial crisis and
until 2020, penalties and fines on banks are expected to
top US $ 400 bn. Quinlan and Associates, a Hong Kong-
based financial services consultancy estimated that bad
behaviour had erased $850 billion in profits for the top 50
global banks since the 2008 financial crisis in the form of
write-downs, trading losses, fines and higher compliance
costs. From June 2018 to July 2019, the Reserve Bank
of India has imposed monetary penalties on 76 occasions
amounting to Rs. 122.9 crore on various commercial banks
operating in India. Recently, the RBI in July 2021 imposed
a monetary penalty on 14 banks, including State Bank of
India (SBI), Bandhan Bank, Indusind Bank, Bank of Baroda
(BoB), Central Bank for non-compliance with certain
provisions of directions issued by them.

As we go forward, a major challenge is how to strike a
balance between the twin objectives of increasing financial
access/ banking penetration vis-a-vis improving the quality
of customer service and customer protection. While in
the long run it will converge, in the short run, the dilemma
and the trade-off underlying the debate between financial
access and financial consumer protection may be very real
to the Governments and policy makers. After all, developed
countries have both high levels of access to formal
financial sector, and relatively elaborate financial consumer
protection measures after four decades of evolution. The
financial consumer protection regimes in countries like
India are still evolving.

In this background, the role of compliance in credit
becomes more important and effective implementation and
adherence to the systems and procedure and becoming
compliant of the policy guidelines keep the organisation in
advantageous position.

The effective tool of compliance at various stages of
the credit process is divided into three parts, a. Pre-
disbursement stage, b. Disbursement stage and c. Post-
disbursement stage.

Some of the compliances envisaged in the process of
lending is enumerated here below:

A. Pre-Disbursement Checks:

The pre-disbursement stage is the stage when the bank
is on-boarding the borrower to the system and hence, it is
necessary to ensure that the same is acceptable to the bank
and is within the bank's loan policy and guidelines which
also comply with the regulatory and statutory guidelines.
The following are some of the facts to be complied with
while on-boarding the borrower to the system:

* It is necessary to ensure that the credit proposal and
the borrower are KYC/AML norms compliant and to
ensure this, internal and external due diligence by the
banks officials and also external agencies nominated/
appointed by the banks to be conducted.

»  While accepting new proposals/additional exposures, it
is necessary to understand the proposal and its viability.
The banks are appointing Lenders Independent
Engineers (LIEs)/Technical Evaluation reports submitted
by TEVs/ Technical Officers/ Officials of the bank to
analyse the technical and economical viability of the
investment which gives the report on the inspection of
the unit, its viability along with the insight on the project.

» The proposals are processed based on the present
and future financials submitted by the borrower and
make a critical analysis to ensure that the proposal is in
compliance with the loan policy of the bank.

* The process note will be submitted to the respective
authority in compliance with the delegation of loaning
powers and the proposal will be approved by the
respective authority.

* The same will be communicated to the branch along
with the terms and conditions to be complied with by the
branch while releasing the limit.

*  While processing the proposal, it is the responsibility
of the processing officers to ensure that the proposal
is complying with all the lending norms, the unit is
complying with all the statutory requirements such
as environmental clearances, approval certificates/
NOCs from other statutory authorities and the proposal

Jors-fadsw, 2021
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is complying with the state and central rules and
regulations.

» Enforceability and validity of the documents submitted
by the borrower and the documents generated during
the process of credit, the security documents vetted by
respective agencies to be ensured.

B. Disbursement:

Once the limitis sanctioned, the responsibility of complying
with the terms and conditions of the sanction will be with
the unit releasing the limits and operationalising. The
disbursement of the limits are to be done in line with the
sanction terms and after complying with all the conditions.

» At the time of disbursement, the compliance of all the
terms and conditions will play the major role which is
to be complied with by the branches.

» The proper documentation as per the sanction terms
and securing the credit limits sanctioned is most
important.

* The disbursements to be made as per the Quotation/
proforma invoice for assets to be purchased/created
with Bank finance, and payments to be made directly
to the suppliers.

e  During the implementation period, to comply with
the condition to ensure end use, the releases may
be made in stages as per progress in the project
implementation and ensure the margin contribution of
the borrower at each stage of release.

* The end use of funds to be ensured and the money
lent is used for the purpose it was given to be verified
with the verifiable sources. Unit visit, assets created
inspection, enquiry with the suppliers, etc., may have
to be done.

B -: KD

* Upon complete disbursement of loan, a final post
disbursement inspection to be conducted for physical
verification of the assets and to comply with the
sanction terms.

C. Post-Disbursement:

Once the disbursement is done, the stage-wise monitoring
of the account will play an important role and the business
units needs to ensure that the same is done meticulously
and all the post-disbursement are complied with so that
the borrower will not mis-utilise the funds and adhere to
the terms of sanction and comply with all the conditions
at all time. This will help to keep the account in regular
status at all time. Some of the actions to be complied with
as a part of post-disbursement activity are as under:

* Aregularunitvisittobe conducted and all disbursement
conditions are met.

*+ Random scrutiny of the account done to ensure
routing all cash flows.

* The operations in the account are allowed based on
the drawing power available and properly scrutinised
monthly stock and book-debt statement.

* No diversion of funds in the account and the
transactions proper and not for any other un-related
purpose.

* Prompt submission of all the papers/documents
required by bank from time to time.

* Regular review of the account as per guidelines.

The above listed compliances are indicative in nature
and the role of compliance in Credit is much broader
and beyond understanding and implementing the lending
process in ensuring the smooth and proper conduct of the
accounts and comply with all the guidelines set by the
bank for credit dispensation.

Conclusion

To sum up, a sound corporate governance and compliance
culture (not only restricted to credit,) is an essential
element in the safe and sound functioning of a bank. Such
a sound culture would help in building organisations that
are strong, resilient, disciplined and enjoy the benefits of
sustained growth and customer confidence. If not followed
effectively, it may adversely affect the bank’s risk profile.

- G M Bellad
CPRY, CO
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Compliance Risk
and Significance of

Compliance
Function

What is Compliance?

» An Act of following the prescribed laws, rules,
regulations, and various codes of conduct, including
the voluntary ones. Although most of these arise from
external requirements, following the organization’s own
internal rules, policies, and procedures, and acting in
accordance with ethical practices are equally important

» Compliance is also ensuring adherence to fair practices
codes, and treating customers fairly, with the larger
objective of delivering efficient customer service

» Compliance shall go beyond what is legally binding
and embrace broader standards of integrity and ethical
conduct. Compliance function is a core activity and
should not be outsourced

» Adherence to applicable statutory provisions and
regulations is the responsibility of each staff member.

Compliance Risk The BCBS (Basel Committee
on Banking Supervision) paper on Compliance and
Compliance Function in Banks define Compliance Risk as
the risk of legal or regulatory sanctions, material financial
loss, or loss of reputation a bank may suffer as a result of its
failure to comply with laws, regulations, rules, related self-
regulatory organization standards, and codes of conduct
applicable to its banking activities.

Compliance Risks

Lz Legal & Regulatory

Sanction
Rules/Regulations
Material Financial
Related Self-Regulatory Loss
Organization Standards

Codes Of Conduct Loss of Reputation

The Compliance Risk is closely interrelated with other risks

in the organization, such as;

» Regulatory Risk: Regulatory Risk refers to the
potential consequences to the general public and
the Bank on account of non - compliance with the
regulation. Which include financial harm to consumers,
legal, reputational and financial harm to a Bank, and
the burden of corrective action, including potential civil
and financial liability. Compliance failures can lead to
regulatory enforcement and other actions.

» Operational Risk: Operational risk has been defined
as the risk of loss resulting from inadequate or failed
internal processes, people and systems or from
external events.

» Legal Risk: Legal Risk is “the possibility of lawsuits,
adverse judgments or contracts which turn out to be
unenforceable, and can disrupt or adversely affect
the operations or conditions of a Bank. Compliance
failures can lead to litigation and associated damages
or penalties.

» Reputational Risk: A risk that gives negative publicity
regarding Bank’s business practices, health, and
soundness of operations, which can lead to a lack
of confidence with Banks & public resulting in loss of
business, revenue or involve the Bank in litigation. It
can severely damage reputation, brand and market
value, apart from liquidity risk and associated effect on
the running of the organization.

Compliance Risk - Identification of Risk Areas
Afew illustrative compliance risk areas for a Bank could be:

Submission of regulatory / statutory returns;

Deduction, payment of taxes, filing of returns (i.e. TDS,
GST etc);

Remittance of taxes / PPF collected (CBDT, SCSS, PPF)
Remittance of PF contribution of employees;
» Compliance to communications from RBI/IBA/ Gol efc;
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» Customer complaints related to non-adherence to
internal / external guidelines / regulations and resolution
of complaints

» Conduct of RBIA, Stock Audit, Credit Audit etc. and
timely closure of these audit reports / observations.

» Adherence to KYC norms;
Constituents enjoying non-fund facility only;
Instances of not exchanging credit information with
other member bank/s;
‘Red Flagging’ of credit exposure in time;

Identification of frauds & reporting thereof to RBI and
timely filing of Police / CBI complaints

Compliance Risk — Measurement

» The identified risk areas need to be categorized based
on the criticality of level of compliance

» The factors that govern the criticality of risk could be —
» Degree of severity of regulatory action;

» Degree of reputation loss (Impact on equity price;
Loss of business; Funding risk etc.)

* Monetary Loss;
» Persisting / Repetitive non-compliance;
» Ethos of the organization

» Categorization into ‘Most Critical’, ‘Critical’, ‘Other’ and
assigning weights to each category

Lines of Defence
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Compliance Function — Regulatory Expectations
» Strict observance of Statutory provisions, Regulatory

guidelines / directions;

» Adherence to Standards & Codes prescribed by BCSBI,
IBA, FEDAI, FIMMDA etc.;

Adherence to Internal Policies & Fair Practices Code;

Managing Conflict of Interest; Internal code of conduct
for staff members, ethical practices;

Ensuring suitability of customer advice;
Structuring banking products;
Assisting Top Management in effectively managing

@I e

‘Compliance Risk’

» Compliance to RBI observations under Risk Mitigation
Plan, Risk Assessment Report etc;

Cost of Poor Compliance Function

» Inadequate compliance culture will lead to heightened
compliance risk, which includes risk of legal and
regulatory sanctions, material financial losses or loss
of reputation.

» Reserve Bank has been imposing monetary penalties
on commercial banks, NBFCs and UCBs.

Period Amount (Rs. Crore)
July 2020-Mar 2021 19.41
July 2019-June 2020 61.15
July 2018-June 2019 123.86
July 2017-June 2018 102.40

However, fear of fines and penalties may not be enough to
keep up with the evolving nature of regulations and level of
supervisory expectations. A sound financial management
system, with an in-built control, makes compliance an
everyday practice that enables the organization to operate
with greater efficiency. In addition, a sound corporate
governance should encourage the values/importance of
compliance integrity, trust, and respect for the law/rules in
the Organizational culture.

Prevent or reduce
wrong-doing

Encourage ethical
behaviour

A strong risk and compliance culture would help in building
organizations that are strong, resilient disciplined and enjoy
the benefits of sustained growth and customer confidence.

- Deepak Singh Farswan
Compliance Department, CO




he Compliance Department acts as the Bank's internal

police force. It is a unit that ensures that a financial
institution complies with applicable laws, regulations and
rules, and it plays an essential role in helping to preserve
the integrity and reputation of the bank. Common tasks
of Compliance Department include monitoring the bank's
activities and controls, identify and analyze Compliance
Risk areas.

Compliance Risk has become one of the most significant
ongoing concerns for the financial-institution executives
and hence has brought in much focus on Compliance
Function. Compliance Department has to extend its
focus beyond the Bank, its policies and its employees. It
also bears the responsibility for ensuring that the Bank's
customers act within the law and don't use the Bank for
illegal activities, such as money laundering, evading taxes
or funding terrorism.

Currently banks in India are going through a transition
phase when it comes to Compliance Function. Compliance
Risk Identification and Management is gradually becoming
a focus area. This is a transition from the advisory role
of Compliance Department with regard to propagating
internal policies and RBI Circulars and seeking Compliance
Certificate from various stakeholders within the Bank. In
that environment, Business Managers were left to their own
devices to figure out what specific controls are required
to address regulatory requirements, typically leading to a

ance

Compli
Way/Forward

buildup of labor-intensive control activities with uncertain
effectiveness.

1 Compliance Risk Identification and Management

Compliance Risk Identification and Management came into
focus because of following factors:

* Implementation of Supervisory Programme for
Assessment of Risk and Capital (SPARC), by Reserve
Bank of India

* Incorporation of Compliance Monitoring Automation in
EASE 4.0 deliverables list

» Emergence of Chief Compliance Officer (CCO) as a key
role in the Banks

* Regulators making Compliance Department of the Bank
as single point of contact

» Emergence of ESG (Environment, Social Responsibility
and Governance) as a key focus area for businesses
including Banks

* Renewed focus of Privacy and Security of Customer
Data and other Banking information

* Regulators push to integrate Compliance Data
submission to CBS of the Bank

2 The Obvious Next Steps for Compliance Function

2.1 Active Ownership Of The Risk-And-Control
Framework

Responsibilities of the Compliance Function are expanding
rapidly to include the following:
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» Define material risk, tolerance levels, and tie it to Risk
Appetite

* Address the root causes of compliance issues instead
of just treating the symptoms

* Ensure use of Compliance Tools implemented in the
Bank

* Conduct a regular Compliance Risk Assessment of the
state of Compliance within the Bank

+ Understand Bank’s Risk Culture
2.2 Regulatory Requirements to Compliance Task

Compliance is not the primary function of the Banks. Hence
it is all the more important that Regulatory requirements
are converted into specific Compliance Tasks. These
Compliance Tasks are then mapped to individuals with
the Bank for actions. This entire activity if undertaken
as manual process, may call for extensive human effort.
Instead, Compliance Department is required to implement
a Workflow based Software solution that has all the
Regulatory Requirements mapped as Compliance Task to
the concerned stakeholder within the Bank.

2.3 Compliance to Have Thorough Understanding of
Business

The expectations from Compliance Department will be
that Team members will have knowledge of at least one
Business Area. This can be achieved by the following:

* Workshops with first line and second line to assess
inherent risk exposures and how they affect business
processes

» Developing a robust tool kit for objectively measuring
Compliance Risk

2.4 Integration with the overall Risk-management
governance, Regulatory affairs, and Issue-
management process

A modern compliance framework needs to be fully
integrated with the bank’s operational-risk view of the world.
Ensure that the Bank has a truly comprehensive view of its
portfolio of risks and visibility into any systemic issues and
that no material risk is left unattended.

The following practical actions can help the Bank firmly
integrate compliance into the overall risk-management
governance, regulatory affairs, and issue-management
process:

» Develop a single integrated inventory of operational and
compliance risks

* Develop and maintain a centrally standardized risk,
process, product, and control taxonomies

» Coordinate risk assessment, remediation and reporting
methodologies and calendars

B : EKGIEED

» Define clear roles and responsibilities between risk and
control functions at the individual risk level to ensure
there are no gaps or overlaps, particularly in “grey
areas” where disciplines converge (for example, third-
party risk management, privacy risk, AML, and fraud)

* Develop and jointly manage integrated training and
communication programs

» Establish clear governance processes (for example,
escalation) and structures (for example, risk committees)
with mandates that span across risk and support
functions (for example, technology), and that ensure
sufficient accountability, ownership, and involvement
from all stakeholders, even if issues cut across multiple
functions

+ Consistently involve and timely align senior compliance
stakeholders in determining action plans, target end
dates, and prioritization of issues and matters requiring
attention

» Establish a formal link and coordination process with
government affairs

2.5 Transparency into Residual Risk Exposure and
Control Effectiveness

The residual risk exposures and critical process breakpoint
to be identified to ensure that no material risk is left
unattended and provides the basis for a truly risk-based,
efficient oversight and remediation activities. It addresses
the challenges by directly tying regulatory requirements to
processes and controls by cascading material risks down
to the front line in a systematic and truly risk-based way,
defining objective (and whenever possible quantitative)
key risk indicators (KRIs) in the areas where the process
“breaks” and creates exposure to a particular risk.

Regulatory compliance has undoubtedly affected banks in a
number of challenging ways, increasing the cost of service
and sometimes making the delivery of great customer
experiences more difficult. However, as the regulatory
environment evolves, it may be seen as a major opportunity
for the Compliance Function to get ahead of the curve by
implementing targeted changes to its operating model and
processes, and thus delivering a better quality of oversight
while at the same time increasing its efficiency. Banks that
successfully make this shift will enjoy a distinctive source
of competitive advantage in the near future.

- K. Shakti Prakash
Compliance Department, CO
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Importance of Artificial tellincé

Machine Learning (Al/ML) to combat ML/TF

Overview

Combating money laundering is an enormous task, and it
comes with substantial costs and risks, including but not
limited to regulatory, reputational and financial crime risks.

Managing these risks rest with the guardians of the financial
system. Moreover, criminals continue to evolve their
laundering techniques, finding and exploiting loopholes in
the system to move money. These criminal minds are also
capable of using new technologies such as online banking,
electronic payments and cryptocurrencies to move illicit
funds across borders at breakneck speed. This creates
complex and layered transactions that are increasingly
real-time, making it difficult to monitor and to detect with
traditional approaches.

Determining the actual cost
of money laundering to the

estimated annually nations is difficult due to
around USD the layering and integration
tao processes funds go through.

However, the United Nations
believes that the estimated
value of money laundering
worldwide, according to
recent statistics, is between
2% and 5% of the world’s
GDP. That's approximately
$800 billion to $2 ftrillion laundered annually. Estimates
suggest that less than 1% of the proceeds of Crime are
retrieved by authorities.

Global money
laundering is

. Estimates
suggest that less

than of the
Proceeds of Crime
are retrieved by

Financial institutions have systems to monitor suspicious
transactions, such as substantial cash deposits and frequent
movement of funds from one bank to another. However,
anti-money laundering statistics show that 95% of those
system-generated alerts are false positives, costing firms

billions of dollars every year in wasted investigation time.

Even a small decrease in the number of false positives
generated can save firms millions of dollars while enhancing
the overall efficacy of the program (meaning catching more
bad guys).

AML operations in banks consume an inordinate amount of
manpower, resources and capital to manage the process
and comply with regulations. The savings can run into
millions and in some cases billions of dollars in direct costs.
As we have seen in many recent cases, reputational costs
can also carry a hefty price.

Growing Importance of AML transaction filtering

Given the above, no wonder the AML software solution
market is expected to grow significantly in the coming
years. As per ResearchAndMarkets.com’s report, the
global AML software market was valued at US$ 2.11 billion
in 2020 and is forecast to grow at a CAGR of over 14% to
reach US$ 4.09 billion by 2025.

IRESEARCH .|\ ' MARKETSE
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AML transaction filtering is a key component of any robust
AML software solution and is an important part of the
AML checks implemented by a financial institution (FI). It
comprises sanctions and blacklist screening and customer

profiling. It screens transactions at pre-execution stage to
prevent activities in violation of the AML rules.

AML transaction filtering is also a regulatory requirement.
Fls need to have adequate checks and filters in place to
detect and prevent illicit money from entering the banking
system. Not doing so would attract hundreds of millions of
dollars in fines for the concerned Fl, apart from reputational
loss.

Challenges faced by traditional AML software

Transaction monitoring and reporting frameworks, as
they have evolved over the last three decades, are now
in serious difficulties. Some of the challenges faced by
traditional AML software include:

False positives: The traditional monitoring systems and
algorithms is that they are primarily rule-based and generate
higher percentage of false positives (95 per cent of false
positives in some organisations where 98 per cent do not
result in a SAR or STR) and requires an army of resources
to tediously dispose of these. Undoubtedly, using limited
resources to close off non-material and unimportant alerts
is manually onerous.

Data aggregation: Relevant data can exist in various
systems. Aggregating and analyzing data in multiple
forms (structured and unstructured) from multiple back-
end source systems at financial organizations can be
challenging.

Risk scoring: Risk scoring protocols are currently based
on generic variables about customers such as source of
funds, employment and PEP status. However, if historical
data is not used to create the Risk-based Scorecard then
a customer may provide false information and obtain a low
risk score.

Hence, this shift is an opportunity for compliance teams to
strategically transform into new technological platforms in
order to enable banks to become more future ready.

Need for Al/ML Adoption in AML transaction filtering :

Given this reality, the war between the various financial
sectors and money laundering has led financial institutions
to set up technologically intelligent weapons. Thus, financial
institutions aim to use sophisticated analytical technologies
such as Artificial Intelligence (Al) and Machine Learning
(ML) to combat various financial crimes effectively.

As some of the main advancements in technology and
analytics are relatively recent, there is often confusion
when it comes to understanding what Al and ML actually
entail and the differences between the two. To be clear, ML

__ @ e

is a subset of Al, and within Al, there exist further subsets
such as natural language processing, robotics, image
recognition, speech recognition, deep learning, and virtual
agents.

lllustration of Some Al Applications and Components
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These cognitive technologies are now available to detect
true money laundering cases automatically and efficiently.
Al and Machine Learning automation are the technologies
to solve the complex, massive and laborious task of AML
compliance. Al and Machine Learning algorithms play a
vital role in all data management and analytics activities,
such enable:

Reduction of false positives in the AML Process :

The compliance teams estimate that between 1% and
2% of AML alerts become the Declaration of Suspicion.
Machine learning and Al will be the most transformative,
helping to identify and deactivate the 98% of cases that
are false positives. This will allow more resources to
be allocated for 2% of cases that are more likely to be
suspect.

Detecting the change in customer behavior :

Machine learning models can be developed to help
detect changes in customer behavior by analyzing their
transactions. This technique can be implemented to enrich
existing devices which are based on monitoring via rule
engines. This will make it possible to detect customers
with suspicious activity for an investigation stage.

Analysis of unstructured data and external data :

It is crucial that advanced analysis of unstructured data
not only increases efficiency by automating enhanced
vigilance processes, but it also identifies relationships
and risks that could otherwise remain undetected.

With the introduction of ML into AML TM alert triage, SAR/
STR conversion rates should improve from the current
unacceptable rate of ~1% in the banking sector.



Figure. Introducing ML into AML TM Alert Triage
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Uses and potential applications of machine learning in
fighting money laundering :

Inthe compliance realm, there is a real sense of opportunity
where ML can assist in enhancing effectiveness, efficiency
and accuracy of processes within a bank’s core money
laundering and terrorist financing risks detection and
reporting system. For example:

The unintended consequences of regulatory expectations
on AML compliance has spurred banks to ensure that they
are on the right side of the regulatory fence and consider
the use of machines to learn and to detect suspicious
activity and behavior more critically and effectively.

1. ML algorithms can be taught to detect and to recognise
suspicious behaviour and risk rate them accordingly.

2. Combining outputs of existing systems, ML models can
be trained to identify the behavioural characteristics
or indicators that highlight when activity is truly
suspicious.

3. ML can be applied to name screening where systems
are required to screen customer names against
global lists of known criminals and black-listed and
sanctioned organisations and individuals.

4. Applying ML to improve the matching criteria as well
as predicting the likelihood of a name match can lead
to significant efficiency gains while also increasing
efficacy by identifying hidden links (conducting link
analysis from available) or relationships.

Challenges to implementing ML

These challenges include poor data quality, low Know
Your Customer (KYC) profile refresh rates, lack of a
holistic view of the customer, limited knowledge of both
financial services and ML, regulatory expectations and
appetite and lack of straightforward processes to follow
for implementation.

Siegarerst ﬁe?afa&a_

AI/ML in AML/CFT is not yet a silver bullet.
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Artificial intelligence and Machine Learning technologies
are capable of improving the efficiency and accuracy
of KYC / AML processes. However, some technical,
operational, regulatory and institutional problems are
likely to hinder the adoption of these technologies.

All ML techniques have strengths and weaknesses
and understanding what these are together with clever
application could create something greater than the
sum of their parts. There are limitations and increased
requirements for useful available data. Other non-machine
learning approaches such as analytics, data enrichment,
statistical analysis and robotics should also be considered
as better solutions to some problems in this space.

"Predicting the future isn't magic, it's artificial intelligence."
- Dave Waters

When applying ML to business processes, keeping
humans in the loop is always beneficial to enhance the
performance of these models - humans are far better at
judgement-based tasks than machines.

Conclusion

Ultimately, it is not about tools or technologies but rather
an effective financial crime compliance framework with an
embedded innovation strategy.

Innovation certainly has presented a good “business case”
for creating better ways of monitoring AML/CFT risks.

- E Koti Reddy
Compliance Dept., CO
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AML/CET Developments
around the World

USA: NDAA Brings New AML Regulations With It

The AML status has changed drastically. A series of new
regulatory actions for the fiscal year 2021 came into effect
on January 1, 2021. The National Defense Authorization
Act (NDAA). is the most comprehensive change since the
adoption of the US Patriot Act.

The NDAA plays an essential role in helping financial
institutions focus on government-based AML resources
and comply with advanced technology adaptations for BSA
compliance.

Europe: European Commission and UK Treasury
publish proposals to reform AML/CTF regimes

On 20 July 2021, the European Commission presented
a package of legislative proposals establishing a new
framework for the EU’s anti-money laundering and
countering terrorism financing (AML/CTF) regime. The
package will create an EU-wide AML supervisory authority,
establish a new directly applicable single rulebook, and
extend the scope and requirements of the regime including,
significantly, to all cryptoasset service providers.

United Kingdom: National Security and Investment Act
to enter into full force on 4 January 2022

B - ECD

On 20 July 2021, the UK Government announced that
the National Security and Investment Act will enter into
full force on 4 January 2022. The NSI Act creates a new,
self-standing UK investment screening regime on national
security grounds, comparable to CFIUS in the US.

China: The People’s Bank of China notice on further
preventing and handling the risk of speculation in
virtual currency transactions

On 15 September, 2021 the People’s Bank of China(PBOC),
together with nine other governmental departments, jointly
issuedthe noticeon Further Preventingand Handling the Risk
of Speculation in Virtual Currency Transactions. According
to the decisions and arrangements of the CPC Central
Committee and the State Council, the PBOC, together with
relevant departments, has issued a series of policies and
measures to deny the status of cryptocurrencies as a legal
currency, prohibit financial institutions from carrying out and
participating in cryptocurrencies-related businesses, and
clean up and ban domestic cryptocurrencies transactions
and token issuance financing platforms, etc.

China: China expands anti-money laundering
obligations with Measures for the Supervision and
Administration of Anti-Money Laundering and Counter-



Terrorist Financing of Financial Institutions

The Measures for the Supervision and Administration of
Anti-Money Laundering and Counter-Terrorist Financing of
Financial Institutions recently promulgated by the People’s
Bank of China came into effect on 1 August 2021. Among
other things, the Measures expand the scope of applicable
entities, provide specific details of internal control and
risk management requirements and increase PBOC’s
supervision and administration powers. The new Measures
are a significant development, demonstrating China’s
efforts to improve and enhance its anti-money laundering
and counter-terrorist financing regime.

Mauritius and Botswana exit FATF ‘grey list’

Mauritius and Botswana have been taken off the grey
list by the Financial Action Task Force (FATF), an inter-
governmental body that sets anti-money laundering
standards, while acknowledging the progress the nations
have made in its fight against money laundering and
terrorist financing (AML/CFT) in the past few months.

Pakistan will continue to remain on the FATF "grey list"

Pakistan will continue to remain on the "increased monitoring
list", FATF president Marcus Pleyer said on June 25, 2021
after the decision had been taken at the conclusion of the
FATF's virtual plenary. FATF placed Pakistan on the grey
listin June 2018 and asked Islamabad to implement a plan
of action to curb money laundering and terror financing by
the end of 2019 but the deadline was extended later on due
to the COVID-19 pandemic.

The National Accountability Bureau (NAB) took action
as the country struggled to get out of the grey list of the
Financial Action Task Force (FATF).

FATF Adds Turkey, Two Other Countries to Grey List

The global terror financing watchdog, Financial Action Task
Force (FATF), has added Turkey to the “grey list”, along
with Jordan and Mali, in its revised list of “jurisdictions under
increased monitoring”- making it a total of 23 countries on
the Grey List.

FATF Statement on Pandora Papers Outlines Need
for Further Action on Transparency of Beneficial
Ownerships

The Financial Action Task Force issued a public statement
concerning the Pandora Papers, which revealed the
persistent dangers associated with networks of anonymous
shell companies and legal arrangements.
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Estonia Intensifies Cryptocurrency Crackdown

Once considered one of Europe's most attractive
jurisdictions for cryptocurrency, Estonia in recent months
has intensified a regulatory crackdown aimed at dramatically
reducing the number of virtual asset services providers, or
VASPs, licensed to operate in the country. The first country
to regulate’ crypto is preparing a sweeping crackdown on
digital coins. Estonia has revoked the operating licenses of
hundreds of cryptocurrency exchanges over the past two
years and plans to continue the crackdown in the months
ahead.

UAE Central bank issues new anti-money laundering
guidance for banks

The United Arab Emirates Central bank has issued new
guidelines to financial institutions on anti-money laundering
practices, the latest of a number of measures launched by
the Gulf state to combat illicit financial-flows.

Banks will be required to develop internal procedures and
put in place indicators to identify suspicious transactions
and report them to the central bank's Financial Intelligence
Unit, the bank said in a statement.

India makes further changes to companies, money
laundering and procurement laws

India moves to decriminalise provisions of the Companies
Act and to shield independent directors from unnecessary
prosecution as a part of a broader government initiative
to make it easier to do business in India. Meanwhile, anti-
money laundering law amendments will help the fight
against business crime. New procurement rules giving
preference to domestic cybersecurity products aim to boost
India's national and economic security.

FATF review of India’s Anti-Money Laundering Regime
Postponed to 2022

The global organization, Financial Action Task Force’s
(FATF) evaluation of India’s anti-money laundering and
countering terrorist financing regime is postponed again
due to the current Covid-19 pandemic. As per the official
statement, FATF review will be initiated next year, i.e.,
2022.

-'’Arindam Barman
KYC AML Division, CO
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The Evolution of

Compliance

he banking landscape of India is changing rapidly. With

the evolution of technology, the entire industry has
undergone a massive transformation that has changed
the way financial procedures are carried out, and the way
financial institutions operate. The collaboration between
finance and technology has led to a radical change in
several aspects of banking. This paradigm change has
posed significant challenges to the banks as well as the
regulators. One of the important challenges is ‘compliance’;
a very important aspect for a sustainable success story for
any banking and financial system.

“Compliance is defined as the act of following laws, rules,
regulations, and various codes of conduct including the
voluntary ones.” Although most of these arise from external
requirements, following the organization’s own internal
rules, policies, and procedures, acting in accordance with
ethical practices is equally important. A strong compliance
culture should also ensure adherence to fair practice codes,
manage conflicts of interests, and treat customers fairly,
with the larger objective of delivering efficient customer
service.

Benefits of good compliance culture

It is very important for banks to demonstrate a good
compliance culture to maintain their reputation and win the
trust of customers, investors and regulators. Such culture
is important for banks to avoid poor conduct and loss of
trust.

A good compliance culture can benefit banks in several
ways; which includes:-

i) low organizational and individual risk;

ii) low reputational risk;

i) less hesitance and more confidence among employees
while performing their jobs;

iv) Helps attract and retain talent and ensure employee
engagement.

v) improved transparency which enables better decisions;

vi) enhanced relationship with regulators and other
stakeholders, and

vii) enhanced valuation among investors;
In a stress tests survey conducted by banks, it was observed
that compliance can have some business benefits. Over

a third of bankers who have undergone the stress testing
program indicated that top benefits of complying with stress
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testing principles are better informed capital planning
decisions, and maintaining a forward-looking view of the
organization’s risks.

“We, therefore, need to embrace compliance if we want
customer satisfaction which eventually leads to better
return on equity.”

Costs of poor compliance culture

Compliance risk is the risk of legal or regulatory sanctions,
material financial loss, orloss to reputation a bank may suffer
as a result of its failure to comply with laws, regulations,
rules, related self-regulatory organization standards, and
codes of conduct applicable to its banking activities. On the
other hand, an effective process would identify compliance
risks in each business line, product and process, and
devise ways to mitigate such risks. The processes and
requirements should be properly documented with a list of
do’s and don’ts accompanying the same. The instances of
failure to adhere to proper conduct should be converted
into case studies and disseminated among the staff for
education and entrenchment of desired attitudes.

Banks should eschew the tendency to treat compliance
merely as cost and should recognise that proper conduct
saves the bank from possible reputational loss and
penalties — thus, generates hidden earnings which most
banks do not quantify, and hence do not realise. A poor
compliance culture may lead to heavy costs to the banks.
Globally, from the beginning of the financial crisis and until
2020, penalties and fines on banks is/are expected to top
USD400bn.

From June 2018 to July 2019, the Reserve Bank has
imposed monetary penalties on 76 occasions amounting
to ¥ 122.9 crore on various commercial banks operating
in India.

However, fear of fines and penalties will not be enough to
keep up with the evolving nature of regulations. In addition,
sound governance creates conducive environment for the
values of compliance, integrity, trust, and respect for the
law; to thrive in the organisation’s culture. As a result, a
bank can empower its entire organization to operate with
responsibility while maintaining the flexibility necessary
to stay ahead of ever-evolving regulations and business

challenges.
Compliance culture — Indian scenario

Reserve Bank of India had introduced a system of




“Compliance Officer” in banks way back in August 1992,
based on recommendations by the Committee on Frauds
and Malpractices in Banks (Ghosh Committee). The role
of compliance officers came into sharper focus since 1995
whenthe General Managerin charge of Auditand Inspection
was made responsible for the compliance functions, with
a requirement for periodic reporting or certification on
compliance functions directly to the CMD. However, it was
gradually recognized that the circumference of compliance
functions in banks needed to be enlarged, and also clearly
defined, especially in a scenario where successive Annual
Financial Inspection Reports prepared by the banking
supervisor highlighted a host of compliance deficiencies.

RBI's recognition for the need and importance of compliance
functions received a further impetus after Basel Committee
on Banking Supervision (BCBS) issued the High Level
Paper on Compliance Risk and Compliance Function in
Banks in April 2005. These principles formed the basis
for our work on issuing rigors for compliance functions
in banks, in the year 2007. Subsequent to the financial
crisis, the focus on compliance has gone up significantly,
especially in the area of conduct, KYC/AML, suitability and
appropriateness of banking products offered to a specific
customer.

During the course of the supervisory process, the Reserve
Bank had observed various lacunae in the compliance
culture of Indian banks. Some of the weaknesses and
irregularities observed were recurring in spite of the
averments made by bank managements having carried out
remediation. Thus, expectation from the banks is that they
make serious efforts towards overall improvement of their
compliance function.

It will not be an exaggeration to say that some of the big
losses suffered by banks on account of frauds could have
been avoided if a good compliance culture was ingrained
in respective banks. As defined earlier, compliance also
includes adherence to internal policies and procedures of
banks. In most cases of frauds, a common thread is non-
adherence tointernal policies and procedures by employees
concerned. Increasing incidences of frauds in recent years,
the quantum of amounts involved and also the complexities
of modalities adopted highlight the importance of a strong
compliance culture in the banks.

Compliance Risk relating to Cybersecurity

Technology driven banking, Compliance with Cybersecurity
guidelines is gaining importance. Generally, cyber
resilience frameworks aim to address three broad issues —

i) Confidentiality breach (confidential data being stolen),

ii) Availability breach (systems are intact, but services are
made unavailable), and

i) Integrity breach (corruption of data or systems affecting
the integrity of information and processing methods).

Compliance risk relating to these breaches are gaining
significance and need to be addressed on priority.

Minimum supervisory expectation on compliance
culture:-

Compliance starts at the top. Compliance should be an
integral part of the culture of the organisation; it should
not just be the responsibility of staff working in compliance
function. It should be a shared responsibility of each staff
member of the bank, and business unit of a bank should
be equally responsible for any non-compliance. Failure
to consider the impact of its actions on its shareholders,
customers, employees and the markets may result in
significant adverse publicity and reputational damage,
even if no law has been broken.

Strong compliance culture is a pre-requisite for an effective
compliance function.

A robust compliance culture has the following essential
elements-

i) Tone from the top-

Whether the value statements of Board members, senior
management are in sync with value demonstration in
actions. The Board’s oversight over compliance function
should not be limited to framing policies, and its periodic
review. A bank’s compliance policy will not be effective
unless the Board of Directors promote values of honesty
and integrity throughout the organisation. The Board
should also formulate and maintain a quality assurance
and improvement program that covers all aspects of the
compliance function.
ii) Accountability —
The bank’s senior management is responsible for
effective adherence to the compliance policy of the
bank by the management and staff; and to for ensuring
that compliance risk is minimised. Culture of owning
the responsibility individually and collectively by
board; clear demarcation of accountability of senior
management, functional head and operational head;
role of business unit as first line of defence and role
of internal audit as third level of defence in facilitating
robust compliance culture are all important.
iiil Communication:

Clarity and transparency should be promoted by making
a distinction between general standards for all staff

members and rules that only apply to specific groups of
staff. An effective compliance culture requires continuous

gore-fader, 2021 39
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communication of expectations on risk and compliance
and practices across the bank; compliance awareness
channels for existing and new Board members, senior
management and employees; process for containing
conduct risk and whistle-blower mechanism.

iv) Incentive Structure:

An adequate incentive structure should be in-built in
the bank’s decision making systems and processes to
achieve the desired compliance culture.

v) Ex-Ante and Forward Looking:

Compliance is distinct from other assurance functions
viz., risk management and internal audit. The focus
of the compliance function should be preventive
compliance. By definition, preventive compliance
would assess the activities of the bank before hand
and prevent non-compliant activities/transactions from
being carried out. Compliance should be an ex-ante
activity and forward looking.

vi) Compliance Organsiation,
Resources:

Authority and

A bank should organise its compliance function and
set priorities for managing its compliance risk in a
way that is consistent with its own risk management
strategy and structures. For instance, some banks
may wish to organise their compliance function within
their operational risk function, as there is a close
relationship between compliance risk and certain
aspects of operational risk. Others may prefer to have
separate compliance and operational risk functions,
but establish mechanisms requiring close co-operation
between the two functions on compliance matters.
Regardless of how the compliance function is organised
within a bank, it should have sufficient authority,
stature, independence, resources and access to the
Board. Its responsibilities should be clearly specified,
and its activities should be subject to periodic and
independent review by the internal audit. Management
should respect the independence of the compliance
function and not interfere with their fulfillment.

Thus, compliance is a shared responsibility of each
and every staff of the bank.
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Importance of Corporate Governance : While feedback
mechanisms are important in a bank to permeate a strong
compliance culture, enabling environment in a bank that
fosters such culture embedded with strong internal control
has to emanate from the directions of the Board. Aspects
with benefits to the bank not apparent has to be enforced
through a top down approach.

Corporate governance determines the allocation of
authority and responsibilities by which the business and
affairs of a bank are carried out by its board and senior
management. It may be noted that Board should adopt
policies in accordance to each bank’s size, complexity,
risk appetites, business model and philosophy. Board
approved policies should factor in entity specific vagaries.
Also, mere adoption of policies does not solve anything.
An effective implementation of Board approved policies is
essential to percolate down the philosophy embedded in
policy throughout the firm. A strong compliance culture has
a significant role to play in this context.

Conclusion : Alot of improvement is needed in compliance
culture across banks. The Reserve Bank has keen interest
in sound corporate governance and compliance culture, as
it is an essential element in the safe and sound functioning
of a bank and if not followed effectively may adversely affect
the bank’s risk profile. Well governed banks contribute to
an efficient and cost-effective supervisory process, as
there is less need for supervisory intervention. Such sound
culture would help in building organisations that are strong,
resilient, disciplined and enjoy the benefits of sustained
growth and customer confidence. It will also pre-empt
several supervisory actions, and attendant reputational
risk, that would follow in case transgressions are detected.

Role of compliance has been gaining wider attention
across the globe and it has been acknowledged by the
central banks and bankers alike that compliance warrants
considerable attention. Regulators, supervisors and
international standard setters have become increasingly
cognizant of the fact that merely enacting rules and
regulations is a futile exercise unless these are complied
with, both in letter and spirit, by the regulated entities.

Sound corporate governance and compliance culture will
permit the supervisor to place more reliance on the bank’s
internal processes. In this regard, supervisory experience
underscores the importance of having appropriate levels
of authority, responsibility, accountability, and checks and
balances within each bank, including those of the board of
directors, senior management and the assurance functions
by way of risk, compliance and internal audit.

Source: Speech by Shri M K Jain, Dy. Governor, RBI

- Simple Kanwer
R.O. Delhi (South)
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Interview Times is a premium magazine of Odisha, conducted interviews of eminent personalltles of Odisha from fields of science,

Finances, humanities and performing arts.

FGM Bhubaneswar, Mr Ramakanta Pradhan was selected as one of the Top 20 Most Inspirational Personalities of Odisha. He
was applauded by the Governor of Odisha, Mr Ganeshi Lal and received the award from Member of Parliament, Mr Achyuta
Samanta for his contribution towards extending banking services to the poorest of the poor in the remotest corners of Odisha.
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ntroduction: Cryptocurrency is a type of digital currency
that generally exists only in electronic form. They are
transferable digital representations that are designed
in a way that alteration or copying is not possible. The
technology here is referred to as block chain or distributed
ledger technology (DLT).

In short, Block chain is a digital decentralized ledger that
keeps a record of all transactions that take place across
a peer-to-peer network and enables the encryption of
information. Block Chain works based upon the nodes
that are participating in the network. Bit coin and Ether are
well-known cryptocurrencies, but there are many different
cryptocurrency brands, and new ones can come in future.

How Crypto Transaction works:

For any Crypto Currency/Transaction to happen there are
few Elements that need to be considered.

» Bitcoin Protocol: Decentralized peer to peer network

» Block Chain: A Public Transaction Ledger which is
presently used now

» Consensus Rules: A set of rules for validation of
independent transaction and currency issuance which
is the main part of the entire transaction

» Proof of work Algorithm: A procedure for reaching
global decentralized consensus on the valid block
chain

Steps involved in the Transaction:

» Sender (Nick) opens his own bitcoin wallet which
represents his own bitcoin address. He is supposed to
get his Bitcoins

» Sender wants to transfer bitcoins to Recipient (Rose)
as shown in the figure.1. So he scans or copies the
recipient bitcoin address on the network.

» Sender fills the amount of bitcoins he wants to transfer
and the fee that he needs to pay for his transaction.

» Before sending the new transaction to the block chain,
the wallet will be authenticated by the senders private
key

")

Crypto Currencies
Transactions:

Basic Things for
AML Compliance

» Now, the transaction is sent to the closest node on the
bitcoin network. Then it is propagated into the network
and verified (basic checks: eg. there are enough
bitcoins on the origin wallet, structure, etc.).

THE BITCOIN TRANSACTION PROCESS

Iick's quest 1o sent 0.5 BT tohés friend Rose
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Fig: 1 Bit Coin Transaction Process

» After it successfully passes verification it goes and
sits inside the “Mempool” (short for Memory Pool) and
waits until a miner picks it up to include it in the next
block to be mined.

» Here the miner picks up the transaction and combines
them to solve the Proof of Work (Consensus Algorithm)
and then calculate the Hash value.

» The miner who gets it will propagate the new block to
the network.

» The nodes that are present in the network will verify the
result and propagate the block.

» Finally the recipient (Rose) will see the first Confirmation
as shown in the Fig:1

» New Confirmation appears with each new block that is
created and linked.

Basic Things for AML Compliance

As there are many risks posed by cryptocurrency, the
Financial Action Task Force (FATF) has conducted research
into the characteristics of cryptocurrency money laundering.
The research drew from previous FATF investigations into



crimes involving virtual assets and from over 100 case
studies contributed by jurisdictions across the FATF Global
Network since 2017.

In 2020, FATF released a report about its findings:
Virtual Assets Red Flag Indicators of Money Laundering
and Terrorist Financing. Intended to help both financial
authorities and cryptocurrency wallets and exchange firms
develop and implement their AML programs, the report sets
out the following virtual asset red flag indicators of money
laundering activities:

* Transaction Type

* Transaction Pattern
*  Anonymity

» Sender and Receipts
»  Source of funds

» Geographical Risk

Transaction Types:

» Structuring cryptocurrency transactions in small
amounts to avoid reporting threshold limits

» Making a series of high-value cryptocurrency
transactions in a short period of time

» Immediately transferring cryptocurrency deposits to a
service provider in a low regulation jurisdiction

» Immediately withdrawing cryptocurrency deposits
with no transaction activity or converting deposits to
multiple types of cryptocurrency while incurring fees

» Depositing into cryptocurrency wallets with funds that
have been identified as stolen

Transaction Patterns:

Patterns of unusual cryptocurrency transactions may also
indicate that money laundering is taking place, which
include:

» New cryptocurrency accounts funded in a manner that
is inconsistent with the owner’s customer profile

» New accounts funded with a large initial deposit that
is then traded or withdrawn in its entirety on that same
day

» Transactions involving multiple cryptocurrencies or
multiple accounts with no logical business backup
explanation

» Frequent transfers of large amounts of crypto within
a set period of time (day, week, month) to the same
account from more than one person

» Incoming small-amount transactions from unrelated

wallets that are immediately transferred to another
wallet or withdrawn for fiat currency

» Multiple crypto exchanges carried out at a potential
loss as a result of commission fees

» Frequent conversions of large amounts of fiat currency
into a cryptocurrency

Anonymity:

The technology that secures cryptocurrency wallets and
exchanges against threats also increases the anonymity
of customers using the services to trade and hinders
oversight from authorities. Money laundering that exploits
the anonymity associated with cryptocurrency services
may exhibit the following red flags:

» Transactions involving more than one type of
cryptocurrency, and especially cryptocurrencies
offering high levels of anonymity, that incur additional
fees

» Customers that operate as unlicensed service
providers for other users on unlicensed peer-to-
peer (P2P) cryptocurrency exchange sites. These
customers may handle large cryptocurrency transfers
on their customers’ behalf and charge higher fees for
their own services than licensed exchanges

» An unusual volume or frequency of transactional
activity involving P2P platforms or platforms that use
mixing and tumbling services with no logical business
explanation

» Funds deposited into a cryptocurrency wallet from a
suspicious source, such as dark net marketplaces,
gambling sites or other illegal sites

» Users entering a cryptocurrency exchange from IP
addresses associated with suspicious sources or
conducting transactions with partners using encryption
software

» The use of decentralized and unhosted hardware or
offline paper wallets to transport cryptocurrency funds
across international borders

» The use of proxies or domain name registrars (DNS)
that allow users to conceal their domain names when
registering for a cryptocurrency exchange

» Multiple cryptocurrency wallets controlled from the
same |P address

» The use of undocumented cryptocurrencies that have
been linked to fraud or Ponzi schemes

» Funds sent or received by cryptocurrency exchanges
with demonstrably inadequate customer due diligence
(CDD) or know-your-customer (KYC) procedures

» The use of cryptocurrency ATMs or kiosks to facilitate
multiple small transactions, or that are in particularly
high-risk jurisdictions

Jors-fadsw, 2021
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Senders and Recipients:

Unusual behavior from both the senders and recipients of
cryptocurrency often serve as red flag indicators of money
laundering in the following ways:

Account creation:

» Users that create multiple accounts under different
names to circumvent the exchange’s trading and
withdrawal limits, or that attempt to open accounts
frequently using the same IP address

» Transactions that originate from untrustworthy or
suspicious IP addresses or high-risk jurisdictions

» Corporate customers that have internet domain
registrations in high-risk jurisdictions or in different
jurisdictions than their country of establishment

CDD irregularities:

» Customers that have insufficient KYC information,
have declined requests for KYC information or that
have forged their identification materials.

» Senders and recipients that lack knowledge of the
source of their transactions or their relationship with
their counterparties.

Customer profiles:

» Customers using identification credentials shared by
another account or associated with illegal activity.

» Discrepancies between customeraccount IP addresses
and the IP addresses of initiated transactions.

» Customers that frequently change their identification or
contact information, such as email and IP addresses.

» The same customer attempting to access a
cryptocurrency platform using different IP addresses in
a single day.

» Customers that regularly make significant profits
or losses by transacting with the same subset of
individuals.

» Customers that communicate with other customersin a
manner indicative of using their transactions to support
illegal activity.

Money Mule Behavior:

» Senders that are unfamiliar with cryptocurrency
technology

» Elderly or financially vulnerable customers engaging in
high-volume cryptocurrency transactions

» Customers that purchase large amounts of
cryptocurrency in a manner inconsistent with their
financial profile

Source of Funds

The source of cryptocurrency funds may indicate their

")

connection to illegal activities in the following ways:

Funds sourced directly from investments in cryptocurrency
assets or initial coin offerings (ICOs), from platforms with
insufficient AML/CFT controls or from third-party mixing or
tumbling services.

» Transactions involving cryptocurrency accounts with
known links to illegal activities, such as fraud, extortion,
ransomware or dark net marketplaces, or transactions
to or from online gambling sites.

» A single cryptocurrency wallet linked to multiple credit
or debit cards that are used to withdraw large amounts
of fiat currency.

» Higherthan normal deposits into cryptocurrency wallets
that are then immediately withdrawn as fiat currency.

» A lack of customer transparency over the origin of
investor funds in contexts where relevant personal
data may not be available to cryptocurrency service
providers.

Geographical Risks

Criminals that move illegal funds around the world often
seek to take advantage of jurisdictions with disparities or
inadequacies in cryptocurrency regulation. Geographical
red flag indicators of money laundering are as follows:

» Cryptocurrency funds that originate in or are being sent
to an exchange that is registered in a different country
than the customer or the exchange.

» Customers using cryptocurrency exchanges or service
providers located in high-risk jurisdictions or that are
known to have inadequate AML/CFT measures.

» Customers that set up their physical offices in
jurisdictions known to have inadequate or non-existent
cryptocurrency regulations with no logical business
explanation for doing so.

The above mentioned FATF’s Virtual Assets Red Flag
Indicators of Money Laundering and Terrorist Financing
should be kept in mind by a Compliance team of an
Organization in order to fight against the risks that are
posed by the Cryptocurrency transactions.

G. Ramamohan Rao J. K. Thejeswi

KYC-AML Division, Co Annex, Hyderabad
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Minimum
Capital
Requirement

Supervisory
Review
of Capital
Adequacy

Market
Discipline

Rationale for Pillar 2
» Encourage banks to utilise better risk management
techniques

» Ensure banks to have adequate capital to support all
risks

» Focus on internal, not regulatory, capital
» Accommodate differences between banks
Supervisory Review of Capital Adequacy

Pillar 2 is based on four key principles:

i. Banks' Own Assessment of Capital Adequacy
ii. Supervisory Review Process

iii. Capital Above Regulatory Minimum

iv. Supervisory Intervention

Principle 1
Banks’ Own Assessment of Risk and Capital Adequacy

» Banks should have a process for assessing their
overall capital adequacy in relation to their risk profile
and a strategy for maintaining their capital levels.

» The level and sophistication of the capital adequacy
assessment process should be tailored to the bank’s
activities and the risks involved in these activities

» There is no “best practice” with regard to the design
and implementation of such a process (no “one size fits
all”)

» However, there are some key features that should be
included in every bank’s process
Board and senior management oversight
Policies and procedures designed to ensure that the

bank identifies, measures, monitors and controls all
material risks

» Asystematic, disciplined process: — that relates capital
to the level of risk — that states capital adequacy goals
vis-a-vis risk, considering the bank’s strategic focus
and business plan — of internal controls, reviews, and
audit to ensure the integrity of the overall management

owm

BASEL PILLAR (-

SURERYVISORY
REVIEW) PROGESS

process
Have an assessment process
Which is the firm’s responsibility
Proportionate, Formal, documented management’s
responsibility

» Integrated into the management process and decision-

making culture

Reviewed regularly

Risk based

Comprehensive

Forward-looking

Fit for purpose

V V. V V V V

Produce a reasonable outcome
What factors should management consider?

Regulatory ratios and requirements

Peer comparisons

Expectations of counterparties and rating agencies
Business cycle effects

Forward-looking stress tests

Concentrations of credit and other risks

Other qualitative and subjective factors

Formal modelling and risk analysis

V V. V V V V V V V

Building value for shareholders
Principle 2

» Supervisors should review and evaluate banks’ internal
capital adequacy assessments and strategies, as well
as their ability to monitor and ensure their compliance
with regulatory capital ratios. Supervisors should take
appropriate supervisory action if they are not satisfied
with the result of this process.

Traditional methods for monitoring compliance with
minimum regulatory capital ratios:

» On-site examinations

—
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Off-site surveillance » Moral suasion to encourage banks to improve their

Meetings with bank management capital positions
Periodic reporting » Capital ratios may represent triggers for supervisory
action, up to and including the closure of the bank

V V V V

Review of work of internal and external auditors

Renewed focus on supervisors’ evaluation of process Potential Supervisory Actions

to determine: » Increased monitoring of the bank

> that target levels of capital chosen are comprehensive » Requiring the bank to improve its internal capital
and relevant to the current operating environment; assessment programme

» that these levels are properly monitored and reviewed » Requiring the bank to submit a capital restoration plan
by senior management; and » Placing restrictions on bank activities, acquisitions,

» that the composition of capital is appropriate for the investments, etc.
nature and scale of the bank’s business. » Restricting the payment of dividends

Principle 3 » Requiring replacement of senior management and/or

the board

» Supervisors should expect banks to operate above the
minimum regulatory capital ratios and should have the Specific Aspects of Pillar 2 Interest rate risk in the
ability to require banks to hold capital in excess of the banking book
minimum

T—_— » Significant risk that should be supported by capital
Capital Above Regulatory Minimum Ratios » Use of bank internal systems — economic value relative
» Pillar 1 requirements include a buffer for uncertainties to capital
that affect the banking population as a whole » Apply standardised interest rate shock
{ _ » All banks are expected to operate ABOVE the minimum » Banks with significant interest rate risk (“outliers”)
{ requirement should reduce risk, increase capital, or both

» Supervisors will need to consider whether the particular
features of their banks/markets are adequately covered

Credit concentration risk

» Single exposure or group of exposures that have
potential to produce losses large enough to threaten
bank solvency

Reliance on a bank’s internal capital assessment » Banks should have internal systems/policies

Establishment of “trigger” and “target” ratios and controls to identify/measure/monitor/control

Means to ensure banks are operating with adequate
capital levels:

Establishment of defined capital categories above concentrations.

minimum ratios (e.g. “Prompt Corrective Action”) » Bank should include concentrations, including stress
> Higher requirements for outliers tests, in its internal capital adequacy assessment
Principle 4 Pillar 2 Issues Potentially Significant Obstacles
» Supervisors should seek to intervene at an early stage > Legal and regulatory impediments

to prevent capital from falling below the minimum » Resources (personnel, training, etc) necessary for

levels required to support the risk characteristics of effective supervisory review

a particular bank and should require rapid remedial > Level playing field

action if capital is not maintained or restored

Transparency

Objective » Ability to exercise supervisory judgment

» ldentify as early as possible the potential for serious
erosion of the bank’s capital position in order to limit
risk to depositors and financial system

Intervening Actions

» Determined by law, national policies, case-by-case - Chandana Kumari
analysis Credit Policy & Research, C.O.
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yfqanfiar 7. 159

Tt yferafimaTr / New Contest

Contest No. 159

higar fed / Compose Poem

TR AT R 75 9 SR Sedd, SIS &hT 3T9d Waead.’
X ehfaar fd.

T A AT F 75 T X HT TET R, 5 YN G W g
T IRTERTT 6. 159 SHfaar forg ST fova &1 gafia =,

STSTIST § 37aqeh <97 i STl ¥ Waferd STqeht WaHTsT ol
wigaretl & AqreAy ¥ 31fyerth ifse. wfaar 18 Ufwal ¥ sifue
& et =feT. e f&et a1 st # ISt ST Hepet ®. ST &
ST o e 3TelTT- 3T [Tk TG 7T §. e AT L o 7%
afqefiTer fadh Sor o YaRd hifieh! & T € 8.

T AT AT HET? R 3T 191 T ST el P& HL
3T 37 KT & & GaTeeTar ohl 5-Hel ohe.
Tt GaTeerar 30 &7 ¥ ar eyt o gafea ¢ fia a9

T ¥ AR éﬁa 3 ﬁél uniondhara@unionbankofindia.com T
fe e

TG AfRfTaT oF fastaret ot 3fed TR feam ST, STest &,
fafeat o e ot sifaw fafer 25 SFad, 2022 ®.

HUTGeh

Write a poem on - 'Celebration of 75 years of India’s
Independence, Azadi Ka Amrit Mahotsav.

Our country is completing 75 years of its Independence &
on this auspicious occasion, Union Dhara is dedicating its
‘Contest no. 159 Write a poem’ to the same.

Write your thoughts/Emotions in poetry form on the
achievements of our country since independence. The poem
should not exceed 18 lines. The poem can be written in
Hindi or in English. Separate prizes will be given in both the
categories. Please note that this contest is open only to the
working staff members of the Bank.

So what are you waiting for? Start keying in and email your
expressions to the correspondent of your Region.

All correspondents are requested to consolidate the entries
of their Region within stipulated time and send them to our
emailid ie: uniondhara@unionbankofindia.com.

The winners of this contest will be awarded with award.
Hurry up, The last date to receive entries is 25" January
2022.

Editor
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he Finance Act, 2019 — see Part Xlll — introduced

amendments to the Prevention of Money Laundering
Act, 2002 (PMLA) to tighten gaps and addressing
ambiguities in the anti-money laundering law.

In the Finance Act, 2019, some important amendments
under the Prevention of Money Laundering Act, 2002
(PMLA) were brought in.

It is significant to note that many of the amendments were
brought in by way of insertion of an “Explanation” to the
corresponding Sections, ostensibly to clear the ambiguity
that existed earlier.

The key amendments to be noted are mentioned below.
Explanation to Section 3
This Section relates to offenses of money laundering.

This explanation criminalizes the concealment, possession,
acquisition and use of proceeds of crime.

The explanation was added based on the observation of
FATF — Financial Task Action Force.

Accordingly, it makes the process or activities which are in
connection to the proceeds of the crime as a ‘continuing
offense’.

The 2019 Act offers clarification to Section 3 of the PMLA to
the extent that a person shall be held guilty of the offence of
money-laundering if he is found to have directly or indirectly
attempted to indulge or knowingly assisted or knowingly
was a party or was actually involved in any one or more of
the processes or activities included in Section 3. The 2019
Act clarifies that it would be incorrect to interpret money
laundering as a one-time, instantaneous offence that
ceases with the concealment or possession or acquisition

or use or projection of the proceeds of crime as untainted
property or claiming it as untainted. A person shall now be
considered guilty of the offence of money laundering for
as long as the said person is enjoying the “proceeds of
crime” — thus, making the offence of money laundering a
continuous offence.

Broadening the meaning of ‘Proceeds of Crime’

The definition of ‘proceeds of crime’ under Section 2(1)(u)
is supplemented by a newly inserted Explanation through
the amendment which clarifies the doubts concerning the
definition of the proceeds of crime and widening its scope
and application by covering any property which may directly
or indirectly be derived or obtained from any criminal
activity connected to the scheduled offence. The impact
of this specific amendment is therefore far-reaching and
limitless as it includes ‘any criminal activity related to the
scheduled offence’ under the ambit of ‘proceeds of crime’.

Proviso to Section 17(1) and 18(1) omitted

BEFORE OMISSION AFTER OMISSION
No search could be|Enables the Authorized
conducted unless it is in | officer to conduct search
relation to a scheduled |and seizure on any
offense. suspected property.
forwarding a | Entering a property can be

Requires
report to a Magistrate for | done even in the absence
taking cognizance of a | of reporting to a magistrate
scheduled offense. or any other competent
authority

The 2019 Act deletes the proviso contained in Sections 17
(1) and 18 (1) and empowers the ED to undertake search
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actions even in the absence of a report under Section 157
of the Code of Criminal Procedure, 1973 (CrPC). The 2019
Act broadens the existing powers of the ED under the
PMLA provisions — by bringing Sections 17 and 18 at par
with Section 19 —where there is no pre-condition to forward
a report under Section 157 of CrPC or to seek warrants
from the Court for making an arrest. An arrest can be made
for an offence under the PMLA even in the absence of a
First Information Report (FIR).

Addition to Section 44

The insertion of the provision after subsection (1) clause
(b) mentions that the

Adjudicating authority has to file ‘closure report’ before
special court (which takes cognizance of the offense).

It is an obligation of the Adjudicating authority.
Closure reportto be filed after conclusion of the investigation.

It is for closing the cases in which no offense was found
upon completing the investigation.

The insertion of the explanation after Section 44(1)(d)
mentions:

The special court need not be dependent upon any other
order passed in relation to the scheduled offense.

The trial of both the offenses shall not be construed as a
joint offense.

A new proviso to Section 44 (1) has been inserted, which
provides for closure of investigation in cases where no
offence of money-laundering is made out. It requires filing
of complaint under Section 44 (1) (b), and the relevant
authority to submit a closure report before the Special
Court under the PMLA.

Explanation to Section 45(2)

Clarification of the offense of money laundering as a
‘cognizable’ and ‘non-bailable offense’.

‘Arrest without a warrant’ of the accused by the authorized
officer.

Therefore, such accused is not entitled to bail as a personal
right

Made bail as an issue of discretion in the hands of the
Court.

Bail can be granted only after hearing the prosecutor and
after court concludes that there are sufficient reasons to
believe that no such offense was committed nor will be
committed whilst on bail.

Section 45 of the PMLA Act provides that no person can be
granted bail for any offence under the Act unless the public
prosecutor, appointed by the Government, gets a chance
to oppose his bail. If the public prosecutor does so, the
court has to be convinced that the accused was not guilty
of the crime and additionally that they were not likely to

__ @ e

D :
commit any offence while out on bail. The excessive bail
conditions imposed by Section 45 had been previously set
aside in November, 2017 by the Supreme Court of India on
grounds of unconstitutionality.

Reporting obligations

Section 12AA titled Enhanced due diligence inserted by the
amendment mandates the authentication of clients who are
undertaking specific transactions.

Authenticate identity of the client via AADHAAR based
verification.

Reporting entity to examine client’s ownership.

Check the client’s financial position by identifying the
source of each transaction.

Take steps to record the purpose behind the specified
transaction.

Relationship between the parties involved in the transaction
to be recorded.

Information to be maintained by the reporting entity for 5
years from date of such transaction.

The 2019 Act inserts Section 12AA, which mandates
authentication of the clients undertaking specified
transactions. These include requiring every reporting entity
to take additional steps to examine a client’s ownership and
financial position, including sources of funds of the client,
prior to the commencement of each transaction.

Conclusion: Amidst the growing number of financial crimes,
the amendments to the PMLA attempt to make the existing
anti-money laundering regime stricter and better armoured
to detect suspicious transactions, creating a more robust
environment for investment.

Source: barandbench.com, blogs.iPleaders.in,
osborneclarke.com, corporate.cyrilamarchandblogs.com

- B D Vijay Kumar
KYC-AMC Division, CO




he internet brings convenience in carrying out daily

activities, no exception for money laundering. Therefore
the term cyber laundering has emerged, the simple
definition of which is the practice of money laundering
carried out in cyber space through online transactions. In
principle, cyber laundering is the same as the conventional
money laundering practice which consists of three stages.

1. Placement , placing dirty money into a legal financial
system

2. Layering, transferring or changing the form of money
through complex transactions to obscure the origin of funds.

3. Integration, returning money that has been laundered.

Unlike the conventional money laundering, the online
transactions offer a wide range, speed, ease, and low cost
for money laundering perpetrators. The perpetrators can
launch their actions as long as there is internet access in
any corner the world.

With the advent of online platforms came fraudulent
schemes used to con people out of their money, hack
accounts and defraud internet users.

The proliferation of peer to peer websites, online banking
and cryptocurrencies is now having a huge impact on the
ways criminals launder the proceeds of their crimes.

Money laundering mode with online transactions :-

1. E- Commerce

Modern e-commerce is fuelling money laundering schemes
that use legitimate websites as payment processors.

.':-'} . This means it's now possible
5 to make illegal purchases

» _ % online and have them appear
== as lawful transactions in

bank statements. Dirty
money moves straight to
N =  online merchants, who

MONEY

LAUNDERING
in Bigital Age

funnel it through other legitimate payment ecosystems for
criminal purposes such as financing terrorist activity.

The perpetrators can leverage e-commerce as “washing
machine” for their dirty money through a legitimate payment
processor.

Credit card scammers also use e-commerce as a washing
machine. The perpetrators leveraged from Airbnb services
to launder the dirty money they get from credit cards with
the help of account holder and homeowners (host). The
perpetrators booked a room from the host and paid it with
a credit card. Later the host will return the money from the
payment to them.

A similar scheme was recently discovered, with fraudsters
laundering their criminal proceeds through fake Uber
transactions. Here middle men use stolen credit cards to
book “ghost rides”- rides that never actually happen-with
complicit drivers. The middle men and drivers take a cut
leaving the rest of the now laundered money with the client.

The ease with which this can be done is testament to the
difficulty of policing thousands of peer to peer transactions
across multiple territories. The current systems, put in
place to monitor transactions and flag suspicious activity,
simply aren’t stringent enough to spot these type of cons.

2. Digital Currency

Washing illegal money with digital currency or crypto
currency is more complex than the conventional method,
but the perpetrators can get better privacy to obscure the
source of the money so that it is not traced by authorities.

There are two ways
the  perpetrators place
dity money in to the
cryptocurrency system
which are exchanging fiat
money with cryptocurrency
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in an exchange digital (CoinBase, Bitstamp, Kraken or
other that accept fiat currency) through a Bank account or
exchanging it via a Bitcoin ATM with debit or credit card.
Generally the exchange in digital exchange is preferred
because Bitcoin ATMs usually implement Anti Money
Laundering (AML). In practice, the perpetrators usually pay
intermediaries who have a clean track record for verification
when opening an account in digital exchange.

The purchased crypto currency through the digital
exchange is the primary currency (Bitcoin, Ethereum or
Litecoin), unfortunately, the primary currency implements
a block chain system that stores transaction audit trails. To
obscure the audit trail and get privacy in the transactions,
perpetrators do a number of “layering” which among others
are exchanging major currencies with altcoins( alternative
coins, which do not maintain audit trails) and using “coin
mixtures”. The currency stored in crypto currency will later
be redeemed in the form of fiat wherever and whenever.

3. Online games.

Who would have thought
online games could be
used as mode for money-
laundering practice. Sony
o online entertainment a few
W\ years ago, found one of its
users move large amounts

A =4 of money from an account
in the US to the one in Russia through online games with
the mode of buying multiple virtual items that are rare and
difficult to obtain for users.

4. Crowd funding

Crowd funding sites are
easily accessible, user
friendly and have not
implemented anti-fraud and
AML systems yet in general,
making it an ideal place for
the perpetrators get their
dirty money laundered. For example, a perpetrator may
make a fictitious campaign and donate the money to the
campaign and cash it later. The bank probably will record
the money as a legal transaction as it comes from the
crowdfunding payment.

Social media scams:

A number of recent reports have highlighted that social
media is increasingly being used to recruit young people as
money mules, often without them realizing so. The annual

__ &P e

report from fraud prevention body
Cifas found that the number of 14
o T to 24 year olds allowing their bank
(] accounts to be used to move the
Q proceeds of crime hit 32,000 in
S — 2017, a 27 % increase from the
year before.

Young account holders gel lured into the schemes through
images of people enjoying expensive life styles, promoted
on social media. Social media is increasingly being used
to recruit unwitting mules through offers of make ‘money
quick’ schemes or fake job offers. WhatsApp is a known
communication method used by criminals to contact would
-be- victims.

Scale of the issue

Online money laundering is only set to grow. Worldwide
retail e-commerce sales are estimated to top $2.2trn
annually, providing greater scope for criminal to conceal
their laundering activities among high volumes of legitimate
transactions. Likewise the rise of cryptocurrencies and
alternative payment platforms raises well documented
concerns about how such technology will make untraceable
money laundering easier.

Digital Solution

Digital technology opens
up opportunities  for
perpetrators of financial
crime to launch their
actions, but technology
also offers solutions to
overcome them. Atrtificial
intelligence is the front liner of combating financial crime in
the digital era, including money laundering. The AML (Anti
money laundering) solution based on artificial intelligence
helps analysts automate the search process, mapping and
linking the activities of companies or individuals that have
been marked as fraudulent activities.

Source: theneweconomy.com integrity-asia.com/blog

- S. Srinivasa Rao
KYC AML Division, CO




RISK BASED
SUPERVISION
(RBS)

he Department of Banking Supervision (DBS) at Reserve

Bank of India has adopted a Risk Based Supervisory
(RBS) approach, based on the recommendations of the
High Level Steering Committee (HLSC), for review of
Supervisory Processes of Commercial Banks.

The new Supervisory Framework known as SPARC
(Supervisory Program for Assessment of Risk and Capital)
has been implemented in all the banks from 2016.

The framework is dynamic, continuous, focused and data
intensive as compared to the CAMELS-based supervision.

Under this approach, the Supervisors appraise each bank
on two major aspects, i.e., the Risk faced by a Bank and the
Capital position. The Risk assessment covers the inherent
risks, risks due to gaps in controls for the inherent risks,
risks due to gaps in the Governance & Oversight in a Bank
as also the culture and degree of compliance to regulatory
requirements. These assessments together determine the
Aggregate Risk for a Bank.

How it is different from the previous system of CAMELS
approach (Capital adequacy, Asset quality, Management,
Earnings, Liquidity, Systems and Controls)

CAMELS approach SPARC frame work

Focus on transaction | Focus on process and outcomes
testing

Compliance based | Evaluates both present and future
and transaction testing | risks  identifying problems and
approach facilitates prompt intervention/early
corrective action.

Regulation based Risk based — beyond regulation

SPARC - Process Flow
Data Collection & Analysis -- Financial Data (Tranche | &
IA etc.,) Risk & Control Data (Tranche II)

SYMOPSIS OF THE SUPERVISORY PROCESS

Offsite Risk Discovery —
Involves data, documents,
short and focussed onsite i rusngimn
visits, management
discussions etc.,

Onsite Risk discovery
(Inspection for Supervisory
Evaluation) - Involves
finalising risk and capital assessment and compliance
checking.

Quality Assurance - Ensures adherence to common
principles, consistency

and robustness | Compliance Capital
! Assessment Assessment
of evidence and S
i i = Conirols for
appropriate exercise of * gt |
supervisory judgement. | Gomiame | onmared e
. A = Walidition Capaal
Committee t0 review * comsame | Wihthe bank
o dhapartma
assessment, rating,
stance and action plan. Trasnche Il s on
Major Reguiatony
Guidelings

Communication to Banks
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- Sharing of preliminary Risk assessment report and capital
add-on. Final risk assessment considering management
response and internal validation, RMP, Rating .

Updating of supervisory rating, action plan, supervisory
stance in light of fresh information/events.

Expectations from the banks

» Timely submission of data and information
» Accuracy of data and information submitted

» Consistency with the (same) data/information submitted
through various other channels (e.g. OSMOS etc.,)

» Availability of evidence to substantiate/validate the
data/information submitted

» Ability to provide granularity of data, as and when
required by RBI

SPARC strikes a fine balance for risk assessment of
banks using model driven outputs and Supervisor’s
expert judgment. It uses a scorecard based approach for
assessment of the risk.

._-’: L B qfcf : N ‘.
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SPARC: Relevance of Data and Data requirements

Data requirements and Role of data in assessments under
SPARC:

Assessment of
Inherent Risk

Tranche | & IA data points: Objective
assessment  (subjective  assessment
also) Bank profile (financial chapters on
Organizational details, HR distribution/
costs, risk governance structure, customer
profile, balance sheet, capital/assets/
liabilities profile, treasury management,
liquidity management and IT systems/
Audit details), DSB returns.

Tranche Il (control  parameters),
Discussions with bank management,
Standard list of documents

Assessment of
Gaps in Controls

B oo BEGTEIEED

Assessment Gaps | Tranche |l (information parameters),
in Governance & Standard list of documents.
Oversight

Assessment of Tranche lll information

Compliance

Assessment of
Capital, capital
planning, quality of
capital, etc.

Capital, CRAR Computations, ICAAP,
Returns

Implications of erroneous data submissions

» Data points are the building blocks for risk measurement/
assessment. RBS data points are used to construct “risk
indicators” which represent the level of risk. Erroneous
submissions will directly impact the bank’s risk profile.

» The risk indicators across the risk categories are
statistically aggregated to give “Aggregate Risk Score”
which is combined with the “available capital” to
prescribe add-on capital. Erroneous data could have an
impact on “capital”.

» Erroneous submissions/ amendments will require re-
run of the multi-layered aggregation and efforts gone
into previous aggregation would be wasted. This adds
avoidable layers of delay, duplication and re-validations.

Poor data quality invites adverse supervisory comments in
the Risk Assessment report of the bank, including penal
action.

Advantages of RBS

» It provides Supervisors with flexibility to focus on
areas exhibiting material, current and potential risks or
activities posting the highest risk.

» It ensures smooth functioning of banks within the
supervisory zone of comfort along with the corrective
actions, where deemed appropriate.

» It is a structured process, which identifies material
and critical risks that a bank may potentially face, and
assesses the bank’s ability to manage the potential risks.

The RBS framework is expected to assist banks in building
up a risk culture.

- C. Thyagaraju
KYC-AML Division, CO




A support for healthy growth

Compliance:

5 B t

Introduction: A well-functioning financial system of
the country is the backbone of a modern economy, and
within this segment, banks perform important functions for
society as a whole. The baseline for such protectionism by
regulatory authority is that banks should be able to lend
money to consumers and businesses in both upturns and
downturns.

As a participant of financial markets, all banks and financial
institutes are required to conform with these requirements
set by authorities, wherein role of compliance is critical.

Most importantly, compliance is to support the banks and
financial institutes in understanding the legal requirements,
best practices and ethical standards and how these impact
the bank. Compliance has to start with a bank’s core values,
related to integrity. Having high integrity implies having
a strong compliance culture. Banks must have a strong
compliance culture in order to treat customers fairly, protect
employees, ensure satisfied shareholders and have the
trust of society at large including regulatory / supervisory
authorities, statutory bodies, government, etc.

Presently, the Indian banking system is going through a
rough situation mainly because of rising level of stress
assets and desultory effects of preventive measures of
Covid-19 pandemic. Among these, the latter one is beyond
control of human kind, whereas the effect of the former
one would have been curtailed by ensuring requisite level
of compliance by banks. Complying with the rules and
regulation is the only way for bankers to come out from the
mess of this crisis. The ladder of rules and regulations is
only useful if it has been supported by compliance. Hence,
we can say that Compliance is the Second Line of Defence.

How compliance is a line of defence for a bank?

Banks are required to have a strong compliance culture in

Business Owner

Rules and

order to gain the trust of society at large, as deposits placed
by the society are the prominent, sustainable and major
source of resources for banking business. If, a particular
bank develops a fraction of distrustfulness, then customers
will start withdrawing money from that bank. This can be
evident from recent incidents that happened in a couple of
private sector banks.

Compliance is about winning the customers’ trust. When
designing an investment product, banks need to make sure
that they deliver what they promise. When, a bank handles
a confidential information, it needs to maintain integrity and
confidentiality. When banks trade on various exchanges
and platforms, they need to perform trading with real
intent and business motive and not manipulate the market
leaving ripple effects on customers. When banks engage
with customers and vendors, they need to avoid being in
conflict of interest that can question the integrity.

When Banks on-board or transact with customers, they
cannot and more specifically will not support money
laundering, terrorist financing or breach international
sanctions. Fighting money laundering is fighting illegal
arms trading, drug trafficking, human trafficking, organized
crime, tax-evasion and much more. Fighting terrorist
financing is fighting the many terrorist attacks that happen
all over the world. Complying with international sanctions is
supporting authorities in common efforts to secure peace
against those that may have other agenda.

So, banks play a crucial role through ensuring required
level of compliance. To accomplish this Banks do spend
time and huge amount of money.

What is compliance not about?

The traditional compliance discipline covers financial crime,
being AML/Counter-Terrorist Financing (CTF), sanctions
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and bribery and corruption, and the more conduct related
areas. such as, investor protection, consumer protection,
market abuse, data protection and conflicts of interest.

Regulators are starting to require that compliance covers all
legislation that is applicable to a bank, thereby expanding
the scope of compliance to other line of defence areas such
as operational risk, reputational risk, market risk, capital,
tax, remuneration, credit risk, etc.

Secondly, compliance is not an internal policy. Compliance
is to support the bank in understanding the legal
requirements, best practices and ethical standards and
how these impact the bank.

Thirdly, compliance is not a department or unit that fixes all
the problems so business units can focus on other things.
Compliance risks are inherent in everything, hence all
stakeholders that is internal as well external are required
to contribute in identifying and mitigating these risks and
must be embedded as a part of a bank’s common DNA.
It is something that banks need to build into their already
existing processes.

Role of leaders in strengthening this Defence Line

It is obvious that banks need to have the right tone from the
top to communicate how compliance is important and why.
Being Regulatory induced, Compliance approach ensures
that most banks already have the tone from the top.
However, the focus now must be the tone from the middle
and all the way down. This is where strong leadership
comes into play. Few of the important suggestions are as
under;

» Leaders need to go out and communicate the ‘Why’ —
not just through emails, but actually go out in person
and explain the importance of this

B - BKGLED

» Leaders need to act when hearing frustration and tell
the employees that they understand them, but at the
same time why the bank needs to do it

» Even if a leader says all the right things, it will still not
be enough, hence leaders need to execute accordingly

» They need to build compliance into the organizational
DNA as something that is followed and tracked, just
as credit losses, investment performance, and top-line
growth is followed and tracked

» Leaders need to set clear targets for their people, build
robust management information to track the progress
and act on non-performance on these targets

» They need to celebrate the compliance stars among
the people and focus their development attention on
the compliance troubled ones

Encapsulate : Compliance is a bank’s ticket to play a
game of financial business to earn profit and without this
ticket, there is no customer satisfaction and no return on
equity. Apart from earning incremental profit from business,
compliance also ensures reduction of loss. Averted losses
arising in the form of penalties, charges, etc. on account
of non-compliance will improve profitability and enrich
reputation for bank.

Therefore, if banks want to stay in the game and make bold
moves, they need to embrace compliance and not just do
it, but do it damn well.

- Sidram Rukmajirao Ghate
Staff College, Bengaluru




his year we Indians are celebrating the golden jubilee

(fifty years) of Indo-Pak war, that happened in the
year 1971. That was a war we won with massive success
defeating Pakistan and thus created a new nation, called
Bangladesh, truncating East Pakistan from Pakistan. That
was a war which is a rare phenomenon in the world history,
where a new country was born after the war ended.

The war started on 3rd, December and ended on 16th,
December, 1971. Those thirteen days of war has a special
space in my memory and | feel proud of playing an active and
direct combative role init. | still feel goose bumps whenever |
remember those days. That time | was posted somewhere in
North-East India in a transport squadron of Indian Air force,
as a ground crew and had the responsibilities of maintaining
and servicing the vintage Dakota DC-3 aircrafts. These
aircrafts were mainly used to supply men and material
(included food, live-stock, clothing, linen and ammunition) to
far off military forward posts on borders of China and Burma.
| had the privilege of visiting some of those beautiful harshly
remote army posts.

On 1st, December | had gone to Barrackpore airbase with
one of our aircrafts for a one week of detachment as a
ground crew. | was happy to go there because | could visit
my relatives at Kolkata for few days, which is very near
to Barrackpore. But to my surprise, instead of a week of
stay at Barrackpore we were called back to base on 3rd,
December itself. After coming back to base, | could come to
know that Pakistan had declared war on our Western and
Eastern fronts. From the very next day we were on our toes
and worked day and night to keep our planes airworthy. As
you may know that during war, “black-outs” are followed
in the nights to evade any air attacks or bombings by the
enemy aircrafts. During the black-outs all the street lights,
any external lights in domestic and other official buildings
or in any public places, are mandatorily switched off till the
dawn. We worked and worked day and night and some times
during a short pause we used to hear war-news in Indian
and other radio channels such as BBC or Voice-of-America
to know the actual developments in war. Those days there
were no television. We would come to the mess for our
regular food and go back to our workplace, sometimes
rolling our beds at workplace itself. After about three days of
war, we noticed that our station commander Group Captain
Chandan Singh (whom we lovingly called “Groupee”) was
not visible anywhere in the station and at the same time
one of our aircrafts called “Bravo”( we have all our aircrafts
named alphabetically as Alpha, Bravo, Charlie and so on)

was also not seen anywhere. And the very next day in the
afternoon we saw our “Bravo” was landing. After anxiously
receiving the aircraft, the first person that came out was our
“Groupee”. After coming out of the aircraft, the first thing he
said to us “congratulation boys, we have air supremacy over
East Pakistan”. There after the “blackout” was discontinued
in our station but it continued in other places till the war was
over. And that was the first sign of victory we had seen.

After a few days of the war, all of us who were working
then in the hangar, were called by the Senior Tech. officer
and told firmly that the Officer Commanding wanted cent
percent serviceability and airworthiness of all the eighteen
aircrafts at our disposal. Then we tightened our belts and
continued our job more vigorously. Simultaneously we felt a
murmur going around that there might be some movement
in a very short time. And finally that ‘D’day came on 9th.of
December. The total strength of our squadron was called on
the tarmac and told to fall in line. Then our squadron adjutant
(I forgot the name) came with a list in his hand. Then he
started calling names and those persons called, came out
and stood separately. Everyone was guessing who would
be called and who would not be. By the way my name was
also called and | followed suit. In all there were thirty of us
called and told to go back to our barracks and come back
with personal belongings for few days and our bedding for
nights immediately as we had to move within hours. There
after we loaded our personal belongings and tool-kits and
other equipment required and took-off in the evening.
One of us went to pilots (captain) cabin to know about the
destination but were told that the captain also did not know
the final destination. We were sitting anxiously crumbled in
between the paraphernalia we loaded in. After approaching
Guwahati we are told to head for Bagdogra. Then after
approaching Bagdogra we were told to head for Behta(l
never heard that name before).Then after few hours of flying
we almost felt frozen due to the cold night of December and
at an altitude of about ten thousand feet, we shivered in the
open unpressurised aircraft. Any way at about 8 P.M. we
started descending. We saw some gooseneck lamps (which
are kerosene lamps, used for temporary runway lighting for
night landing) lined up down there, seemed to be an unused
airfield, and finally landed after a prolonged flying. There
after all the remaining fifteen aircrafts landed one by one.
After picketing all the aircrafts, we retired to the mess dog
tired after a whole day of activity, had our dinner and slept.

Next morning, we freshened up, had our breakfast and
doubled up to the tarmac. After reaching there we came to

Jors-fadsw, 2021

o JI



know that the name of the place is Behta (about twenty km.
away from Patna city). This was an old abandoned airfield
made by the British during the world war. Then we understood
that the whole operation is a veiled (secret) operation. But still
we could not know the real purpose of us being there. After
some time one of our JCOs called us together and repeated
the same procedure, calling names one by one from a list in
his hand. Thus about twenty of us were selected, including
me. Then we were again told to pack our bag and baggage
and our tools. After a thorough pre-flight checkup we again
boarded in. At about ten o’clock we again took-off for another
destination. As it was daytime, we did not feel the cold and
waited with curiosity for the unknown destination. After a two
and half hour flight we started descending and | could see the
name of the destination as “Kalaikunda”. This is also one of
our Air Force base, near Kharagpur, on the borders of West
Bengal and Orissa. After landing at Kalaikunda and getting
our baggage out, we suddenly found that we were cordoned
off by gun wielding infantry soldiers (probably from the
Gorkha brigade). Initially we were stunned but after we came
to our senses, we were guided by a local officer to the ATC
(Air traffic Control) building. A very senior officer addressed us
and told some do’s and don’ts. He said, "You all have come
here for a very special assignment. You are directed not to
talk or mingle with any of the local staff. You will be dropped
at your destined place to rest for the night and dinner. If at
all you move around, go in groups and not alone". As said,
we all got on a truck stood near by with our baggage and
were dropped at pre-destined barracks. As we were tired,
we had our lunch and rested. In the evening we had a brief
stroll inside the camp, had our dinner and slept. Next day after
freshening up and breakfast we got on the truck provided and
reached the tarmac where our aircrafts were parked. We
carried out routine checkup of our respective instruments
and machineries as usual and waited for further instructions.
After some time we saw army trucks were moving in on to
the tarmac and stopped in front of each of the aircrafts. Other
than ours, there were many more aircrafts came from different
places. We saw army para-commandos jumping out of each
truck with full paraphernalia attached to their backs and lined
up in front of the aircrafts. All of them looked very jovial and
charged up with enthusiasm. Later team leaders of each
group came and stood in front of them and said “Jai Hind”
loudly and the para-troopers also reciprocated with full voice
“Jai Hind”. Then the leaders asked, “Are you ready”? The
para-troopers answered equivocally “yes sir” and all of them
got inside the aircrafts one by one. Then the flying crew who
were already on their seats, started their engines and took off
one by one. This process continued until all the aircrafts were
airborne and vanished from our sight. This type of operation
was not only done from Kalaikunda but also done from Dum-
dum at Kolkata, Hasimara, Bagdogra and few other places. A
battalion of 2 Para-regiment was airdropped on that day.

Now let me give a brief background behind this massive
operation. As the war was on for about ten days and Pakistan
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was losing hold on its Eastern part, it cried hoarse and begged
for support against India from its allies like NATO, U.S.A. and
other European countries. There was tremendous pressure
from all over the world to ceasefire, even from big countries
like U.S.A., Britain and France. Even UNO also appealed
for ceasefire. Thank God, the UNO resolution could not be
passed against India due to the VETO power used by Russia.
This gave breathing time to our armed forces and we were
almost nearing a victory as Pakistan was cornered from all
sides. Even the Indian Navy created a blockade in the Bay of
Bengal. All supply lines of Pakistan were closed. But U.S.A.
supported Pakistan and dispatched its 7th fleet including
aircraft-carrier SS Enterprise to bail out Pakistan. Then the
pressure on Indian govt. and forces multiplied. The main
obstacle before our army for capturing the capital Dhaka, the
head quarters of East Pakistan’s army, was the two turbulent
rivers, one is Jamuna(our Brahmaputra after entering East
Bengal is named as Jamuna) in the West of Dhaka and the
other is Meghna on the East. It became quite impossible for
our army to cross the rivers because the bridge Pungli on
Jamuna was heavily guarded by the Pakistanis and time was
running out fast. Then this decision of massive para-dropping
was taken. The whole operation was done most secretively
and in the quickest possible time. All the droppings were done
at a wide area of Tangail, near Dhaka on 11th December {ill
evening.

The operation was very successful and our forces took control
of Pungli bridge. Then it became easy for our forces to cross
the river and marched towards Dhaka. By 16th. December
morning, Dhaka was surrounded by us and Pakistani army
was forced to surrender. By evening a surrender agreement
was signed between Pakistan army’s Lt. General A.A K. Niazi
and Indian army’s Lt. General J.S. Arora. A total of about
93000 Pakistani soldiers and officers were taken as P.O.W.s
(prisoners of war). This figure of 93000 was the highest
number of P.O.W.s taken by any country after the second
world war.

In a nut shell, the whole Bangladesh operation of 1971, was
well planned well in advance and the master mind behind the
plan were our then P.M. Indira Gandhi and then Army chief
General Sam Manekshaw. This was a very strategic operation
to weaken Pakistan by slashing off its food bowl, East Pakistan.
Not only that, P.M. Indira Gandhi had a clandestine strategic
agreement with then Russian President Breznev as a backup
support in case of any adverse situation. President Breznev
honoured the agreement first by using VETO power against
UNO resolution and second by deploying nuclear submarines
in the Indian ocean as a hindrance to the American 7th Fleet.

- Tuku Seal
C.T.O. (Retired)
Aishbagh Branch, Lucknow
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Face in UBI Crowd

Mr. N Arjun Yadayv - cricketer

ricket is a religion in India and most of our population

watch cricket in their Homes, on Mobile phones and
Cricket Stadiums. When we talk about cricket Sachin
Tendulkar, Sunil Gavaskar, Kapil Dev, MS Dhoni and many
more Indian cricketers come to our minds. Indians look
upon them as idols of our society.

Today, | am very fortunate to have a star cricketer
Mr. N Arjun Yadav with me. A combination of a Banker and
Sportsperson. A calm and simple personality managing
office and ground as well. | was surprised to know that he
is the son of legendary cricketer Shri N. Shivial Yadav, a
former Indian all-rounder, who played for India from1979-
1989. His fitness level, communication skill and future
vision shows his professionalism and dedication towards
cricket and the Bank. He had joined e-Andhra Bank on13th
Aug 2006, presently Union Bank of India as a Manager in
Financial Inclusion department at CO Annexe, Hyderabad.

Q. Please tell me about yourself, as a player.

| am a very simple, non-complicated person. To be in
sports you need to be very level headed. You need to
understand the people around you, the spectators, the
stakeholders, association & everyone. Keeping that in
mind | always lead a very normal and disciplined life.
| am a little introvert in nature but on the field very
expressive, positive when | play and very determined
in what | need to succeed in life. Being a Former Test
Cricketer’s son, it is very difficult to handle pressure
and expectations of the people around you.

Q. Tell us about your role as a Banker?

First of all, | am very grateful that Andhra Bank
recruited me in the year 2006. They gave me job
as a direct officer due to my cricketing credentials.
| played IPL, India “A”, Ranji Trophy, Duleep trophy
and various other levels for BCCI. As a Banker | have
always balanced my work commitments in the office.
» Whatever work assigned | have
| done with full & 100% efforts.
We are always open to the
management in whatever role
they need us to perform.

Q. Where you have worked
before? can you say something

-L U /ﬂ: 7-6 about your banking career?

. This is my first job with Andhra
== Bank. Before that | was on stipend

| =

with India Cement's cricket team (Hyderabad), | have
also played for Chemplast in the corporate league in
Chennai.

In Andhra Bank my last posting was in the Marketing
department at Head Office and post-merger with
Union Bank | have been transferred to Financial
Inclusion department, CO Annexe, Hyderabad since
August 2020-21.

. When have you started playing cricket?

The first time | saw my father on the cricket ground,
playing for India it fascinated me. My dream to be a
cricketer started at the age of nine. | started going to
the Gymkhana ground (Hyderabad) for my training
and the first official match | played for the state at
the age of 11 for Hyderabad versus Tamil Nadu in
Chennai which was an under 13 category. So, that's
how my journey started as a Cricketer.

. How you could maintain a balance between

schooling and playing cricket?

Honestly, when you're into sports your day starts at
5 am. | used to go to the ground and then to school
by 8:45 am. So as a child my focus was more on
cricket than studies. Credit goes to my mother for
encouraging me to a graduate then do MBA. My
mother been very instrumental in my education.

. Have you ever been scolded by your parents or

teachers for playing cricket?

Parents never scolded me but certainly there were
few teachers who used to tell me to focus more on
studies. Eventually they also understood the sort of
background I'm coming from. My dad was a cricketer,
two of my uncles were cricketers and my grandfather
was a national wrestler, eventually they were also
supportive and understanding.
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. W ] :
. Your favourite player in cricket?

Obviously my dad is my favourite player. He is my
inspiration and motivation but | always admired Vivian
Richards as a Batsman and Gary Sobers as an All-
rounder.

. Apart from cricket; any other sports person you
like?

| used to watch Diego Maradona and Pele a lot. |
played a lot of football as a child before playing cricket.

. Any Special moment in cricket you would like to
share with us?

| would like to share one experience where we played
in Duleep Trophy, South Zone vs Sri Lanka team,
which was touring India in 2007. We played at Eden
Gardens. VVS Laxman was my captain. We had a
very solid team, Robin Uthappa & Dinesh Karthik
opening batsmen, VVS Laxman, Venugopal Rao, S
Badrinath, AT Rayudu and me at number seven. Eden
Gardens wicket was flat and in such a batting line-
up nobody had expected that batting would come to
me before the second day. But to my surprise | went
for batting when the team score was at 15/5, From
there | scored 140 not out against Sri Lanka at Eden
Gardens which was one of the best innings | have
played till now.

. Anyappreciation orrecognition gotat International
level?

We won the IPL in South Africa under Adam Gilchrist,
that was the moment where | feel that | have done
something good and proud. In the Ranji trophy we
have come to the semi finals in the year 2000,2002
and 2011 for Hyderabad.We won 5 trophies back to
back from 2013 to 2018 for e-Andhra Bank.

. Who was your Mentor in cricket?

My first coach was Mr. Vijay Paul, who was an expert
of this game. Vijay Paul was also a former Andhra
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Bank employee. He knew exactly my strengths and
weaknesses, He was one of the best coaches.

. What role you always liked to play in cricket?

| am an all-rounder and always believed to be a man
of crisis for which, my inspiration is Steve Waugh. His
ability to handle pressure and take the team out of
a critical situation always inspired me to perform like
him.

. Balancing the Bank and cricket, how you maintain

yourself as a calm and cool person? Are you doing
yoga for this?

Honestly, | have never done yoga. Respect each
and every person is what | have been taught by my
parents as each individual is important in his own way.
| always respect my superiors. | do my office work
with full commitment and give hundred percent to my
work when | am in the Bank.

. We call Sachin Tendulkar ‘God of cricket’, what

you feel?

Aptly this title given to a person who has achieved so
much. | respect him for the great player he is. He's
a brilliant player and individual & did much towards
Indian cricket. | would always rate him as a No.1 in
the country till date and for generations to come.
However any game always keeps evolving and there
are better players coming.

. How many Matches have you played?

| played 15 to 20 India A and IPL games. 80+ First
Class matches for Hyderabad and 70+ List A one day
matches.

. What are your views about match fixing in cricket?

It's like a cancer in cricket. It ruins a person's life
individually and as a cricketer. There is no excuse
for someone who does match fixing. You cannot




and should not let someone escape for committing
such an offence. Nowadays player rooms are being
monitored, mobiles are monitored. | have been in the
IPL, so we are always under constant surveillance by
the Anti corruption Department.

. Have you ever lead the team as a captain?

In first class cricket | was captain of Hyderabad for
4-5 seasons. Many a times we have reached the
semi finals of the Raniji trophy. So it's been a great
experience. Leading as a captain is a high pressure
job but | always enjoyed the responsibility.

. How do you feel as a leader when your team is not
performing on the ground?

| believe in encouragement in public and criticise
in private. As a leader, in public we should always
encourage our players even when they are doing bad
because when you encourage, they will try to lift their
standards or expectations and automatically perform
in the next match. As a leader | was always positive
on the ground.

. While playing how did you take care of your
fitness?

While playing we are very particular about our fitness,
diet and mental health. As this is and high-pressure
game, people media is watching you, it is very
important to be level headed and calm. We always
believe in playing and not the end result.

. Have you ever played Gully Cricket?

| played a lot of Gully cricket with my friends till | took
up cricket as a profession. My two friends Bhaskaran
& Tony were very close to me and we played a lot
of cricket till college level. Then they went for further
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studies properssion and | went into my present
profession.

. Which is your favourite format i.e. T20, ODI or

test?

For entertainment | love watching T20 but | love
playing test cricket.

. Can you share the toughest bowler or batsman

you faced during batting & balling respectively?

The toughest bowling | faced was when | played versus
Zaheer Khan in a Ranji Trophy match at Baroda. It
was his come back from his injury and he was very
keen to make a comeback to the Indian team. In
that spell even VVS Laxman who was playing with
me acknowledged that Zaheer was bowling quickly
around 140 to 145 kmph. It was tense but a fabulous
experience to play and that was the toughest bowling.

. Your perspective Cricket team?

Adam Gilchrist & Matthew Hayden openers, VVS
Laxman at No. 3 then Rahul Dravid, Sachin, | would
like Virat Kohli in the team, then as a keeper batsman
MS Dhoni, bowlers- leg spinner Shane Warne,
off spinner | want my dad, fast bowlers Dennis
Lillie, Wasim Akram and Malcolm Marshall, are my
favourites.

. Anything you want to share?

| feel Sports is very important for an individual. It helps
a person to grow, it teaches him or her about how to
handle failure & success in life. So, | think children
should be encouraged to take up sports with study.

The Banks and Institutions should encourage and
support Sportsmen through recruitment who in turn
would bring laurels to the bank and institutions.

. What is your message to the younger generation

regarding Fitness and Mental Health?

Message is simple, fitness is a key to perform and
excel in today’s game. If you're not physically fit then
you are not fit mentally.

- Angesh Kumar
CO - Annex, Hyderabad
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Union Bank ofIndla Wins Awards under Ease 3.0 Reforms Index

Union Bank of India won several awards under the Ease 3.0 Reform
agenda index which was declared in the event organized by IBA
in Mumbai today. Hon’ble Union Finance Minister Smt. Nirmala
Sitaraman presented awards to top performing banks.

Our Bank of India secured awards under following categories:

* Winner in theme-wise awards
» Governance & outcome-centric HR
» Deepening Financial Inclusion & customer protection

* 2nd runner up in theme-wise awards
* Smart lending
» Tech-enabled ease of banking

 1strunner-up in bestimprovement category for 47% improvement
over the baseline.

* 2nd runner-up for the EASE Reforms Index Award 2021 for
overall performance.

f2. 14.09.2021 =7 fe<t feaw & sreeR W foqe wad, 8
feoelt ® SRS hdehy & qd HUReE e (379
o 31w ¥feam) w1 faxia o 2019-20 & faw T &7 A
TS G [EHR & Siqiia IS s J07 § ‘Tem’
T AT AT . Ted ot T I ¥ JEER T
T g AT TrtfeRtor ¥ S Wﬁ%&'@"‘l—q’@faﬁ

Wé’m’(maﬁwéwwm)ﬁqgwﬁw
Wwwﬁmﬁﬁﬁaaﬁzmswé?m T o H
TSI Hifd [WERR o vt foda’ R o ga.

. TE Tuwa, 4t Al weifies ¥ TR @ & g
4l SHeAT FHN, T&F HEWaHh (A1.9.).
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Exceptional performance and initiatives:

* Implemented a scientific and digitalized Performance
Management System with high APAR measurability levels for
more than 95% of Bank officers.

» Set up of IT-based HR Deployment Decision Support System
with best in class features and functionalities for postings and
transfers

» Best bank on EASE cyber-security maturity framework

« First Public sector bank to implement end-to-end digitalization
of MSME credit limit renewals with approximately ¥ 3,000 crore
of MSME loans processed in a straight through manner in
FY'21

* >70% long-term agri loans processed via loan management
system

é‘qﬁﬁﬂ'a'trﬁm I ge aﬁﬁﬁﬁqaﬁzmsw
% fau @ &1 ¥ Tom Fifd R & i fedr
TR O 3. A1, & Tsana, #t fafvry gt §

WEHR I Fd g A 7F9 G fa@ma, s

RERERCED sﬁqo'?ﬁc',maﬁﬁﬂhaﬁ 2020—21%1%1@%

TWHR, T[T AT, TISTHNT TR FRT TSTHIET Hif JLEhT
% IiHd THART S gt F TAT [EER AT g,
. e Tuwa, 4 fafkrey weife ¥ TR M@ & 3T
gt I A1fes, TEmEY (87 TeT yaye, faeet).
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fg. 29.09.2021 =1 ‘3Tfiale, Fa§' gRT ST ‘18 o SMeATe I8 YRR WK : 2021 FAAT & Sk T FATR
fet TRt IFET Yo AT IS TRURIRT [WEHR Td R Sk A1 3fEar o I TeT i ¥ i [T
T 3T, ST, Has H HeIP o Toaurdt, 41 o7 8 SIvant g1 [E&hR T80T id ge, #1 AHd o foraret, sfarersh
freTeh, Ty ¥ UM §, A FHea FAR, &I TemaUs (A1), ff 7. dhey, memeye (§EE); 6t Taa vk dfe,
TRTIe ARIe e (), 41 3T¥Mes T, 999, WISl e ST, gaw &R, §ueeh, I ury/ IR gom.

f&. 17.09.2021 =1 a1 # ‘ufrer REwrT FHge 1%
fear (dremHteTs), S S TS TreTHteTE Ty
IaTed 2021 ¥ S &1 TRY SHA BT (@A) FT W
TEHR AT g1, I8 [L&hR 4t FHIG AN Tal, &7 Aoy
o7, ot TS FAR, &7 T AT R AT uRT, Tuesh
. g1 I R AT foham .

Quartar ! Halt i

113 ST 202y %

-

Shri Rajkiran Rai G., Managing Director & CEO, Union Bank of India, flanked by Shri Gopal Singh Gusain, Shri Manas Ranjan
Biswal, Shri Nitesh Ranjan & Shri Rajneesh Karnatak, Executive Directors, the press conference held in Mumbai on the
occasion of announcement of Q2 / H1 Financial Results for the quarter ended September, 30, 2021.

e G o

to create a comprehensive Cyber Security Awareness ' : -
and Education Program for Union Bank’'s Customers, Compliance Dept. CO. started its E-magazine. Inauguration
Employees and People, Shri Rajkiran Rai G, MD & CEO, of its Maiden Quarterly Compliance E Magazine ‘Compliance
Shri Gopal Singh Gusain, Executive Director, Shri Nitesh Connect” on 23.09.2021

Ranjan, Executive Director & Shri K.M. Reddy, CISO of

Union Bank of India.
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St THTT M, TS Teeieh.
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f€. 13.07.2021 &1 &.57., T SR ITHR | e IO §
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qUT 3T WIF TS
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. 15 3TTE 2021 &, . 3R FRT T fead FARIE o1
TSI fopar T, fTaH sasTRIgoT, TR U9 Wik Srechd
SyrnfT fopdy T fordl &, 7., ot 3Rfee AR =ierdt; 37 & 0w,
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TEH I 3.

- ' o ol T
fg. 20 fadeR 2021 T T S A 3fean 19 W et TR
g & ster TR f o st & Yo faaeor & foe R foram
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S &7 & HIgMeIETE e &l 517 €. 06.09.2021 &7 Jg19™
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On 22rd September 2021, Mega Recoery camp was
conducted by RO Bengaluru (North)

% 7.7 W,Waé 1., W(Efw)mﬂﬂ?ﬁmﬁﬁi
30.08.2021 T T W SRR % I & TG, &.F.,

W(ﬁﬂ@aﬁﬁﬁwaw%mﬁﬁw%ﬁm&m
T Tty IRET # e I = 74T,

& F, gmc—vﬁm%mwmﬁwwﬁmw
T AW W A T, T, WYY, 3T &7 TE, F Jehrer Ty
IO, g yeuh, St g9Te; WU 49 % Aifesh, 4 3FEE @, TeT
3R 1T wrAfe & Tt Wk Jeaw Iufer &,
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Independence Day celebrated atRO, Kollam on 15.08.2021.
Shri Biju Surendran, RH and Deputy Regional Head, Shri N
Sanal Kumar with other staff members.

Independence Day celebrated at Reglonal Ofﬁce
Thiruvananthapuram on 15.08.2021. Shri M Ramesh
Chandra Prabhu, RH & DGM hoisted the flag. Senior
Manager Security Mr. Kumar B K organized the function.
Security personnel were facilitated on this occasion.

fe. 9082021@ §.9., @wﬁmr@asﬁqr@wﬁ
AT H Tt WIE & §RT MRS WaAal o 75 I8 * AT
WWW Wwﬁmwmw

rrmﬁqawww ﬁzﬁ%ﬁraéﬁaaﬁﬁ 11.08. 2021
I TTSTIET T 3T Telcwd oh STAed § W% Helioened, sie®
% Tt WIE TEH gRT 9Yfesh §9 9 TP’ AT T

Blood Donation camp arranged by R.O., Ernakulam during
HR week on 23rd July, 2021

QU e

_' = A - v -
f$.29.07.2021 T &. 1., g g7 Gt ¥MET FFUHT o faw
TS GHIET 36k T AT fohar 74T

15.08. 2021@%‘1‘1@3@1@ aﬁﬁﬁﬁﬁ's'ff Wﬁawﬁaﬁ

FATH., e T 15
ST, 2021@@#
MGl T 75 & ol
" | feem ‘oS % sWa
| FErHa’ % ®9 H a9 YAUH
19 TET T O3 IEEX
qrwrmé:a‘mé?ma

'Azadi Ka Amrit Mahotsav' Programme in RO, Trivandrum.
Deputy Regional Head, Shri Kanakaraju C, inaugurated the
function. RSO & Ex Dept Commandent, BSF, Shri Kumar B
K gave a session on his experiences in force.

Under our RO Ernakulam Reta|I Expo conducted by
Palarivattom at Apollo Tyres, Kalamassery on 11.08.2021.



fZ. 10-08-2021 T TARIRT &, FGT GRT VMG & HY Teeh
ST AT o1 JHRY feham .

aﬁaﬁaﬁwaﬂwwwaﬁrgaﬁaﬁaﬁﬁtﬁram
HIT T, 14-07-2021 T &.FHT. FL FRT FH1erd & AT BT
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fz. 0909021@W@ﬁﬁw.w
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f€. 04-09-2021 &1 wgt S H FHelwgl W@ T 2 A
H 100 U WS AT S e (s,
THSISTaTE, THaTE) HeM fehT ST st smom, ffar siferr,
At TH 3T @ R 1 T
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Asz was orgamzed by R.O. Bengaluru North for Students

at KV Malleshwaram Bengaluru on 14 Sep 2021
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STTETE ST A T @ Jeamd feT=dl 3R T it & JIR
T Sed § foF 8T 39 ufaed 99 3T e & o <.
IR 3T ST T Sie S T@ ¢ 3T 310 @reeq of g
off Tgd TS TUIT TS H TE 7. A ¥ HY 99 39 IR
" 9 g -

TTET AT o : SR AT 3797 @ | Rt =it &1 997
FA & 50 %, IR S Ferersge s wmm # it
BT 7. A MU S BT TeT G I T §. WY H YT
TR GHT @ & 3Ted STeHT el THT i ¥ 3T 370
YR 1 TAST & ¥R G Heqd L §. heT S ¢ fo e
TohT @HT WIS 3T & Ygd 337 T 3K T8 99 ©.

TTET Uger ot : 3TN 379 HiaW ¥ F=[T =1ed § al 379!
T P SET ST BN, ST & HRUT 3T 37T 1S
THIRETEST el i ® X oMY foegpet off & =oid ®
3T 57 7 10,000 ¥ ST Fed. I TR TS T oA1eT
ST ST I E FW G

T Skt WHTS GE i : T H THE FH T A9 T
Bl ST €. 30 & | 39 IMHT he. 89§ 3 foT = b
TEIE STEC FL. [ A F TR HAT [heq o foe 4
HTHT =BT B,

TAT wfeiereh e dgmd, 1o+t S1ge | PNfHer ot o 5
e weTe,

IR T AT JfR T FHAT FF T F FE off aeRg IRK
T STee! dF T Tohel § 3T THATT T Tl g Tohel
T FIRARE W TH TR g 7. HRMAT TR H
Tt feot & & quft 7 e T gy e fo g,
IF T TRl WA favmE o ST{ER T i ASga
IIC TET 98 SEd §. U9 @ uerdf &1 Yo i Sy

AMGYTh AT : TAH &7 ={-2 FY FEr g, 58 &1
TO-1 F, -4 391 g4, FIal e T8eL-1 BlaT T7,
Tl TSE-1 BT T, STETH-Teg ol U~ 1 TH, AT
T %Y a0 el g3, g fire-(3-4) aRi% e g8, 7
HFT-2 =R, TA-T0H o [, T - WIeaR.

fafer . 9rm weeie T H & T T 98 FeR § GEEE @

B - BKGIEEED

T SfoRTeeh AT Hlad o Toh. 3TTTeh! 3701 15 § 37 5
=Sl T STET IMHS HTAT 8T,

forgtiieT: Ud-sffefice ¥ wr forwrfimr wRIT &1
hoR ¥ T T@ § AEETR §. WY &, Ry # faante
W ST IR A A IS g R,

AETH: AEH T Had TS Tl § dfch THh T §
gigar o womE et €. aem # faerfa-g o ggx A &
BT ®, ST I § e § Geen itk fumr €.

TAGRT: TIHRRT H TEl-IeRiSe® WY ko,
FAEEH, SR, Weferm, diar I SR ot i
foaTfe WT ST ©. T% SNMTeh! SR T T HA o WY
ghgal w1 off AT T .

godl: TSl W1 TEA BRI @l ¥ gHer 3iimefd,
T AT T HT g AfTR T, S W SR
vIfweel e et & o feer 2.

VTehiche: Yo | faaifi-u, Tefymm ot %5 o=
qIyeh I T S €. 39T 5T @ F 3fTel At g
T, 3T ST IhThe faaTia-Tt Rt ReX) 3R st
U T 33T &1 ©.

e fewTostt o1 AT € o 1Iver qo ¥ SRR IS A
Y T SHIRET ST GeRT W AT €.

- TNg R AEd

& ST, ST

[T U TS o R S § 3ot g 311, WS 31K 5%
T TAHT T We ¥ e o o1 T 7 T, oTTe-
TG T T, e woel R TH i AT 39 g @
TR T . T, 37T ST BTell W kT 9T I A7 o ST
fRT faSoT 1 SRTER TSR o el § a6 T @ | fohR
HT . 1Y ST 3§ T - e # o T &t @
T TE T T 37 T &Y <. q H ol STt X Sl
T ¥ e F T . 519 F FIGL adf S af 3% a9
TR 98 ©ic ¥ e of. 39k foy STgeheR T heele
TIR B, TH 3T g0 =, RIS = A1 T 99 & gy
- T W]

- gET AR
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3TM9eR T AT = R T “FAiaeh faurdies” o ga.
T g TSI TN off fF F FHeAlesh WS W Tet F AT
N T FE. AR W AT A FT W § AT H @
TSl off. Wik ST& B YS! UFAHT T UaT, H IS TeH
T3 foF &7 yoIe ®Y § FAlcw &1 N7 fRaAr. B FAfah
I Igd T ¥ STET. ST GLPfa, TH, favivan, <ier,
Hfex Tt § ofkfed € 7 g3 AT AT, oMUk RT3
e & favmies e ¥ fgg & W S wewl e T
STTET ST ST ATt @l o foT STt Heraan faertt. & g0
TUCeh HES I Teeh q¢TE <t §. STUHT I8 A9 95

T WeT T9 ST 7. MM 7 fF T 39 W b oo i , e e
et UfeRT I URT T AT 2021 ek HIE THTEA

NP : foreToieh HR” Teefl X 9% 76 7 ST 9Tl g3, ¥=fae.
i : WfRT TE B SENE €. THH TN W T 9g
St T8 FraEes §. W1 g, faw § wafa e o
P ¥ TR U €. SR TRt § YRR o fee
: SHIHhT o TEIRHHTOT § e GETe faum st affer fagiy

forgroien oft wfoer & e ohr firet .

T e, TIhE HUR
TSI T Sk

| SPE-ST 2021 (Shleeh favmion) el $09 Feis 39 &
 Hepfaes e T He T o e, gfte uw,
L 9T % SER YER o Y WY WRA S Wiepie faferer ;
LT SifeRd T T G Ao B fet oK e Wi

| STEHASAT Te FgToenat bl ST i T G e ;
L fopT 2. ST Rt H ot 3 MR o dfaeAqt fawat
HeTTen T ud ey (feat ferwm) :

DI MR % SEE-SE 2021 % FAew R
LT GRSt gEe AN ¥ fien. 3R wlee & o
| TY H AT o SATH o SMIHSH o T STawfon :
: fera. Tr@en! o ST AT ST QR g7, TR Sffef :
: 3% geTTelierar ot el ST € S e T T, qrfEeh
 UReferT €. Brow ¥ TRt ¥ w7 e 7. it s

L g T frgy TR T SRR WY €. O TRE €
31 T TR 2, S S T %, ST & g
qga-q,'-( foor TN, AT T gES, W@ 3R e -
| e, s :

T ST, T ST A WETEN % S 8X U e &

3TMYehT GFAehT “GFTET URT ST ‘Siees favmie e, weeh
3R T8 T@T &1 79 99 g, fgia g &1 ot TST &
SAeTeTs HETget o for, TST o iehfaeh Wi<d, Ufeeraen

S v T, w6 ST dE-verEt g e

TR ST AT B, ST WRISH o Gl ST WUEeh !
F off ToT Y fagiwret o e &) T R,

L HAS AT o [ANS REHR FaSTrsil st STHRT T YeherT

3BT €. I URT & I hiaal I8 Hiach IHQA &7
TS o1 G femor, digeh e § Heqa et §. uhen
% fafv ofer@l & TS i Afeal, TA1, T ST, @i
TIh TEhfd W fodRyder yehmer srem T 7. et ik
FHAS T T JAATHSE ST’ T 3 TSRS =,
T B 3% § ST & a1 | 301 99-%9, GUees 7S o
TR 3 AT St T S ST &HAT hT <RI

S 2, 36 & o e 0 e @ wrefeh 99 wer 7. & wm

% 9 fordt S &1 [EURTHRT T AT EMQU IR T
3feh T GAT. WA
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