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1. OVERVIEW OF THE FUND

The TaS WASH and Waste Fund (‘the Fund’) is registered as a Category Il Alternative
Investment Fund (“AIF”) with the Securities and Exchange Board of India (“SEBI”) under
Registration No: IN/ AIF2/23-24/1377. The Fund is a scheme of Zero Poverty Ventures India
Funds, established as a trust under the Indian Trusts Act, 1882, and governed by the SEBI
(Alternative Investment Fund) Regulations, 2012 (“AIF Regulations”).

The Tund is managed and sponsored by Yunus Social Business Fund Bengaluru Private
Limited (“Sponsor” or “Investment Manager” or YSBFB”). Axis Trustee Services Limited
serves as the Trustee. The Fund focuses on investing in Small and Medium Enterprises
(“SMEs”) in India’s WASH and Waste Sectors, including drinking water, sanitation, hygiene,
and solid waste management, with a mission to generate social and environmental impact
alongside financial returns.

2. PURPOSE OF THE POLICY

a) As an AIF registered with SEBI, the Fund is categorized as an ‘intermediary” under the
PMLA. In view of this, the Fund is mandated to adopt an Anti-Money Laundering
(AML)/ Know Your Customer (KYC)/ Combating the Financing of Terrorism (CFT)
framework and adhere to the key laws and regulations mentioned under Section 1.4 of
this document. Under this regulatory framework, the general obligation to establish
policies and procedures for prevention of money laundering (ML) and terrorist financing
(TF), ensuring their effectiveness and ensuring compliance by the Fund with the
regulatory framework is generally on the ‘senior management’ of the Fund. The related
SEBI regulations cast the responsibility for compliance more specifically on the investment
managers of the Fund.

b) Senior Management for the purpose of KYC compliance shall include members of the
executive leadership team responsible for strategic and operational oversight. Specifically,
this includes the CEO and Compliance Officer. These individuals will oversee the
effective implementation of KYC policies and ensure regulatory adherence.

c) This policy prescribes the AML/ KYC/ CFT framework adopted by the Fund. The senior
management of the Fund and its IM are responsible for effective implementation of this
policy.

d) The purpose of this policy is to provide guidance to all employees of the Fund and IM on
the AML/ KYC/ CFT policies and procedures that should be followed for due diligence
of Investors in the Fund and other clients of the Fund and monitoring of transactions
undertaken by the Fund, in compliance with regulatory requirements. Effective
implementation of the policy will help to protect the Fund from being used, intentionally
or unintentionally, for ML and TT activities.
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3. BACKGROUND OF AMI/ KY(C/ CFI' LEGAL AND REGULATORY
FRAMEWORK IN INDIA

a) India became a member of the FINANCIAL ACTION TASK FORCE (FATF) in 2010 and
the PMLA provides for provisions which are consistent with FATF 40
Recommendations and Nine Special Recommendations on TF and national AML/
CFT strategies.

b) The PMLA prescribes certain obligations to be discharged by banking companies,
financial institutions and intermediaries in relation to the verification and maintenance
of records of the identities of all their Clients, and of transactions, and furnishing
information to FIU-IND, as required from time to time by FIU-IND.

c) SEBI AML/CFT Framework for Funds: As funds are regulated by the Securities and
Exchange Board of India (SEBI), they must adhere to the SEBI AML/CFT Master
Circular. Section 3 of this circular mandates that all registered entities, including
Alternative Investment Funds (AlFs) and Venture Capital Funds (VCFs), establish
internal procedures and have AML/KYC/CFT framework to effectively prevent and
deter money laundering and terrorism financing.

d) KEY ASPECTS OF THE AML/KYC/CFT FRAMEWORK FOR FUNDS INCLUDE:

i)  Establishing Clear Policies: Issuing a formal statement outlining policies and
procedures for combating money laundering and terrorism financing, aligning with
current regulatory requirements.

ii)  Staff Awareness: Ensuring all staff members thoroughly understand the established
policies and procedures.

iif) Regular Review: Regularly reviewing and updating the AML/CFT policies and
procedures to maintain their effectiveness.

iv) Investor Acceptance Policies: Developing investor acceptance policies and
procedures that consider the risk of money laundering and terrorism financing.

v)  Investor Due Diligence: Implementing robust investor due diligence measures based
on factors such as investor type, business relationships, and transaction nature.

vi)  Suspicion Reporting: Establishing a process for identifying, monitoring, and
reporting suspected money laundering or terrorism financing activities to law
enforcement authorities.

vii)  Record Maintenance: Ensuring proper maintenance of records as outlined in this
policy document and as prescribed by SEBL
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4. AML AND CFT REGULATIONS APPLICABLE

Regulations

The Prevention of Money Laundering Act 2002, and Amendments

The Prevention of Money Laundering Rules 2005, and Amendments

SEBI Circular on Operationalization of Central KYC Records Registry

SEBI Master Circular on AML/ CFT - Anti Money Laundering Standards/
Combating TFinancing of Terrorism / Obligations of Securities Market
Intermediaries under the Prevention of Money Laundering Act, 2002 and Rules

framed thereunder and respective amendments. (SEBI AML/ CFT Master
Circular)

Anti-Money Laundering/ Countering the Financing of Terrorism Obligations
of Securities Market Intermediaries under the Prevention of Money-
laundering Act, 2002 and Rules framed thereunder (Amendment to SEBI AML/
CFT Master Circular 2014)

SEBI Circular for Guidelines on Identification of Beneficial Ownership and
related amendments

SEBI Alternative Investment Fund Regulations, 2012 (SEBI AIF Regulations)

SEBI Circular for Guidelines on disclosures, reporting and clarifications under
SEBI AIF Regulations

SEBI KRA Regulations, 2011 and Amendments

10

Unlawful Activities Prevention Act, 1967 (UAPA)

5. GLOSSARY

Abbreviation Full Form

AML Anti-Money Laundering

CFT Combating the Financing of Terrorism

AIF Alternative Investment Fund

SEBI Securities and Exchange Board of India

KYC Know Your Customer

KRA KYC Registration Agency

CDD Client Due Diligence

CKYCR Central KYC Records
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PEP Politically Exposed Person
FATF Financial Action Task Force
1P Investor Identification Policy
IM Investment Manager
ML Ivioney Laundering
TF Terrorist Financing
| PAN " Permanent Account Number
v OFAC - Office of Foreign Assets and Contro!
EU : . European Union
NGO Non-Government Organization
MHA Ministry of Home Affairs
PMLA Prevention of Money Laundering Act, 2002
PMLA Rules Prevention of Money Laundering (Maintenance of Records)
Rules, 2005
STR Suspicious Transaction Report
FIU-IND Financial Intelligence Unit, India
CERTIFIED Document certified as true copy of the original document by an
TRUE COPY independent third party notary, lawyer, accountant or other

person holding a recognized professional qualification, a member
of the judiciary or a senior civil servant. The certifier should sign
the copy document and clearly indicate the certifier’s name,
address and position or capacity on it together with contact
details to aid tracing of the certifier.

CERSAI Central Registry of Securitisation Asset Reconstruction and
Security Interest of India

UAPA Unlawful Activities Prevention Act, 1967

UIDAI Unique Identification Authority of India

CLIENT Entities/ persons, inciuding Investors that are counterparties to

material transactions to which a Fund is a party in the course of
its business. ' S

INVESTOR Person or entity that invests in a Fund, i.e., undertakes capital
commitment under a legally binding agreement; and/or person
on whose behalf an investment is being conducted. In case a
professional intermediary, i.e., a person such as a chartered
accountant, lawyer etc. or any similar entity such as an
investment manager, is acling on behalf of the Investor under a
power of attorney, then such professional intermediary will also
be considered an Investor.
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BENEFICIAL Natural person(s) who ultimately own, control or influence a
OWNER Client. It also includes those persons who exercise ultimate
effective control over a Client. Please refer to Annexure 10.2 for
details.
POLITICALLY Individuals who are or who have been entrusted with prominent
EXPOSED! public functions (for example, Heads of State or of government,
PERSONS senior politicians, senior government, judicial or military

officials, senior execulives of state owned corporations and
important political party officials). The Fund will also consider
family members or close associates of PEPs as PEPs.

SUSPICIOUS A transaction, including an attempted transaction, whether or
TRANSACTIONS not made electronically or in cash, which to a person acting in
good faith -

o 6ives rise to a reasonable 6round of susr)icion that it

may involve proceeds of an offence specified in Parts A
or C of the Schedule to the PMLA? regardless of the
value involved; or

. appears to be made in circumstances of unusual or
unjustified complexities; or
° appears to have no economic rationale or bona fide
purpose; or
o gives rise to a reasonable ground of suspicion that it
' may involve financing of the activities relating to
terrorism.
PRINCIPAL Please refer to Section 7(b) of this policy document for details.
OFFICER
DESIGNATED Please refer to Section 7(c) of this policy document for details.
DIRECTOR

6. AML/KYC/CFT GOVERNANCE FRAMEWORK

To ensure effective AML/CFT compliance, the Furid will adopt a robust three-lines-of-
defense model: :

"The definition adopted for PEPs under Indian regulations incluces only foreign PEPs. However since global entities
have adopted a wider definition including both domestic as well as foreign PEPs, the Fund will adopt the latter,
complying with the stricter approach.

2 Such parts to the schedule of PMLA can be referred to at
http://www.fiuindia.gov.in/files/AML_Legislation/scheduled_offences/part_a.html
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a) FIRST LINE OF DEFENCE:

The Fundraising Team is responsible for initial investor interactions, collecting necessary
documents, and forwarding complete files {o the compliance team.

b) SECOND LINE OF DEFENCE:

i) The Principal Officer leads this line.
ii) Conducts thorough due diligence on potential investors based on information
provided by the Fundraising Team.
iii) ~ May request additional information from the Fundraising Team.
iv)  Approves or rejects applications, ensuring compliance with all policies and
procedures.
v)  Reviews investor relationships throughout their lifecycle.
vi)  Reports suspicious activities to the Designated Director and/or regulatory
authorities (FIU-IND, SEBI). -

¢) THIRD LINE OF DEFENCE:

i)  The internal audit function will conduct regular and independent audits to assess
the effectiveness of the AML/CFT framework.

ii)  Audit findings will be reviewed by senior management and appropriate corrective
actions implemented.

7. INTERNAL CONTROLS AND KEY APPOINTMENTS

a) INTERNAL CONTROLS

To effectively implement this policy, the Fund/Investment Manager (IM) will establish
strong internal controls. This includes appointing qualified staff with AML/KYC/CFT
expertise. These appointees will be responsible for ensuring this policy and relevant SEBI

guidelines are followed in practice. Key positions include the Designated Director and
Principal Officer.

b) APPOINTMENT OF PRINCIPAL OFFICER

The Fund/IM will appoint a senior staff member as the Principal Officer. This individual
will be responsible for overseeing the Fund/IM's compliance with AML/KYC/CFT
regulations. They will have a deep understanding of these regulations and will be

responsible for developing and implementing the Fund/IM's AML/KYC/CFT policies
and procedures. '

Responsibilities:
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i) Identify and Assess Suspicious Transactions: The Principal Officer will be
responsible for identifying and assessing potential suspicious transactions. This
includes reviewing investor data, transaction records, and other relevant information.
The Principal Officer will have the authority to decide whether a transaction is
suspicious.

ii)  Report Suspicious Transactions:

a. If the Principal Officer identifies a suspicious transaction, they must report it to the
Designated Director and Senior Management.

b. The report should include details about the investor, the transaction, and any
supporting documents that raise suspicion.

c. The Principal Officer must also submit a Suspicious Transaction Report (STR) to
the Financial Intelligence Unit-India (FIU-IND) within 7 days of confirming the
suspicion.

ifi)  Maintain AML/CFT Policies and Procedures

a. The Principal Officer must ensure that the Fund/IM has a written
AML/KYC/CEFT policy that complies with all applicable regulations.

b. The policy must be updated annually to reflect any changes in regulations.

c. The Principal Officer is responsible for implementing the AML/CFT policy in the
Fund/IM's daily operations.

c¢) APPOINTMENT OF DESIGNATED DIRECTOR

SEBI recommends appointing a Designated Director to oversee AML/KYC/CFT
compliance. This person will be designated by the IM and will be responsible for ensuring
that the Fund/IM complies with all applicable AML/KYC/CFT laws and regulations. The
Designated Director will have a deep understanding of these regulations and will be
responsible for developing and implementing the Fund/IM's AMIL/KYC/CFT policies
and procedures.

Responsibilities:
iii) ~ Ensure AML/KYC/CFT compliance discussions at the senior management level.
iv)  Inform senior management of reported suspicious transactions, ongoing
investigations, or regulatory inquiries.
v)  Actas the main point of contact with FIU-IND for regulatory investigations.
vi)  The Principal Officer will handle communication with SEBI/FIU-IND/other
regulators for operational purposes.

8. CLIENT DUE DILIGENCE (CDD)
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a) POLICY FOR ACCEPTANCE OF INVESTORS

The Fund/Investment Manager (IM) will follow these safeguards to deterrine the
acceptance of an investor:

i) Comprehensive Information Collection: During onboarding, complete details
about the investor and their beneficial owners will be obtained, including KYC
information, business activities, profession, and jurisdict_ipn.

ii) No Anonymous or Fictitious Investors: Investors will not be accepted anonymously
or under false names (c.g., benami accounts).

iij)  Due Diligence Non-Negetiable: If the required due diligence cannot be conducted
due to incomplete or unverifiable information, the investor will not be onboarded.

iv)  Screening Against Sanction Lists: Investors and their beneficial owners will be
screened against sanction lists issued by the United Nations, Office of Foreign Assets
Control (OFAC), European Union (EU), and other relevant regulators. Investors
appearing on thesc lists or flagged by SEBI/FIU-IND will not Le accepted. (Refer to
Arnexure 10.7 for details.)

b) CLIENT DUE DILIGENCE MEASURES FOR INVESTORS

The Fund/IM will cenduct appropriate CDD to identify and verify the identities of
investors and their beneficial owners. This process is critical to prevent money laundering
(ML) and terrorist fmammg (TF). Key measures include:

i)  Information Collection: Obtain all necessar; . information to ascertain the identity
of the investor and beneficial owners.
i)  Verification: Verify the investor’s identity using reliable: and independent
documents, data, or information as outlined in Section 3.3.1.
iii)  Ongoing Monitoring: Continuously monitor transactions to ensure they align with
the investor’s known busmess actwn]es and the source of funds identified during
the CDD process.

iv)  Periodic Updates: Regularly update KYC and CDD information as specified in
© Section3.3.3.

¢) FROCEDURE FOR IDENTIFYING AND VERIFYING THE IDENTITY OF THE
INVESTORS )

i)  Key Requirement: Establishing and verifying the true identity of each investor and
beneficial owner is fundamental to an effective AML system. The Fund /IM will use
prescribed documents and information based on the investor's naiure and

transactions.
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