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Client Due Diligence (CDD)

A. The CDD measures comprise the following:

i) Obtaining sufficient information in order to identify persons who
beneficially own or control the securities account. Whenever it is
apparent that the securities acquired or maintained through an
account are beneficially owned by a party other than the client, that
party shall be identified using client identification and verification
procedures. The beneficial owner is the natural person or persons who
ultimately own, control or influence a client and/or persons on whose
behalf a transaction is being conducted. It also incorporates those
persons who exercise ultimate effective control over a legal person or
arrangement;

i) Verify the client's identity using reliable, independent source
documents, data or information;

i) Identify beneficial ownership and control, i.e. determine which
individual(s) ultimately own(s) or control(s) the client and/or the
person on whose behalf a transaction is being conducted -

a) For clients other than individuals or trusts: Where the client is
a person other than an individual or trust, viz., company,
partnership or unincorporated association/body of individuals, the
intermediary shall identify the beneficial owners of the client and
take reasonable measures to verify the identity of such persons,
through the following information:

aa) The identity of the natural person, who, whether acting alone
or together, or through one or more juridical person, exercises
control through ownership or who ultimately has a controlling
ownership interest;

Explanation: Controlling ownership interest means owner-ship of

entitlement to:

(i) more than 25% of shares or capital or profits of the juridical
person, where the juridical person is a company;

(ii) more than 15% of the capital or profits of the juridical
person, where the juridical person is a partnership; or
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(iii) more than 15% of the property or capital or profits of the
juridical person, where the juridical person is an
unincorporated association or body of individuals.

bb) In cases where there exists doubt under clause (aa) above as
to whether the person with the controlling ownership interest
is the beneficial owner or where no natural person exerts
control through ownership interests, the identity of the natural
person exercising control over the juridical person through
other means;

Explanation: Control through other means can be exercised through
voting rights, agreement, arrangements or in any other manner.

cc) Where no natural person is identified under clauses (aa) or
(bb) above, the identity of the relevant natural person who
holds the position of senior managing official.

b) For client which is a trusts: Where the client is a trust, the
intermediary shall identify the beneficial owners of the client and
take reasonable measures to verify the identity of such persons,
through the identity of the author of the trust, the trustee, the
protector, the beneficiaries with 15% or more interest in the trust
and any other natural person exercising ultimate effective control
over the trust through a chain of control or ownership;

c) Applicability for foreign investors: Registered intermediaries dealing
with foreign investors’ may be guided by SEBI Master Circular
SEBI/HO/AFD-2/CIR/P/2022/175 dated December 19,2022 and
amendments thereto, if any, for the purpose of identification of
beneficial ownership of the client;

d) The Stock Exchanges and Depositories shall monitor the compliance
of the aforementioned provision on identification of beneficial
ownership through half yearly internal audits. In case of mutual
funds, compliance of the same shall be monitored by the Boards of
the Asset Management Companies and the Trustees and in case of
other registered intermediaries, by their Board of Directors.

iv) Verify the identity of the beneficial owner of the client and/or the
person on whose behalf a transaction is being conducted,
corroborating the information provided in relation to (iii);
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V) Understand the ownership and control structure of the client;

vi) Conduct ongoing due diligence and scrutiny, i.e. Perform ongoing
scrutiny of the transactions and account throughout the course of
the business relationship to ensure that the transactions being
conducted are consistent with the registered intermediary’s
knowledge of the client, its business and risk profile, taking into
account, where necessary, the client’s source of funds;

vii)  Registered intermediaries shall review the due diligence measures
including verifying again the identity of the client and obtaining
information on the purpose and intended nature of the business
relationship, as the case may be, when there are suspicions of
money laundering or financing of the activities relating to terrorism
or where there are doubts about the adequacy or veracity of
previously obtained client identification data; and

viii) Registered intermediaries shall periodically update all documents,
data or information of all clients and beneficial owners collected
under the CDD process.



