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Central KYC Records Registry: India’s Solution to Investor Services Fragmentation
. Executive Summary

India's Central KYC Records Registry (CKYCR), operated by the Central Registry of
Securitisation Asset Reconstruction and Security Interest of India (CERSAI), represents a
transformative regulatory initiative addressing fragmented Know Your Customer (KYC) processes
across the country's vast financial services landscape. This paper examines the market
challenges that necessitated CKYCR's establishment, its structural framework and regulatory
underpinnings, and its effectiveness in streamlining investor services across banking, securities,
insurance, and pension sectors.

Il. Market Context and Problem Statement

a. Scale and Complexity of India's Financial Services Market

India operates one of the world's largest and most complex financial services ecosystems. The
mutual fund industry alone manages assets exceeding INR 60 lakh crore (approximately USD
720 billion), while the broader financial system encompasses hundreds of banks, asset
management companies, insurance providers, and pension funds serving a population of 1.4
billion people.

However, this scale presents significant operational challenges. Despite substantial financial
inclusion efforts, approximately 190million adults remain unbanked, representing nearly 14% of
the adult population. Geographic dispersion, diverse socioeconomic profiles, and varying levels
of financial literacy compound the difficulty of implementing standardized investor onboarding
processes.

b. Fragmentation Across Regulatory Domains

India's financial services sector operates under multiple regulatory authorities, each historically
maintaining separate KYC requirements:

* Reserve Bank of India (RBI) - The central banking authority regulates commercial banks, non-
banking financial companies, and payment systems

+ Securities and Exchange Board of India (SEBI) - The securities market regulator oversees
stock exchanges, mutual funds, portfolio managers, and investment advisors

* Insurance Regulatory and Development Authority of India (IRDAI) - The insurance sector
regulator governs life insurance, general insurance, and reinsurance entities

» Pension Fund Regulatory and Development Authority (PFRDA) - The pension regulator
supervises pension funds and intermediaries

Each regulatory domain developed independent KYC frameworks, creating a siloed environment
where investors repeatedly submitted identical documentation to different financial institutions. An
individual seeking to open a bank account, invest in mutual funds, purchase insurance, and enrol
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in a pension scheme would complete four separate KYC processes, often with near-identical
documentation requirements.

c. Investor Pain Points
This fragmented ecosystem imposed substantial burdens on investors:

* Redundant documentation - Repeated submission of identity proofs (such as Aadhaar national
identity cards, Permanent Account Number tax identifiers), address verification documents, and
photographs across multiple institutions

» Time delays - Each institution independently verified documents, extending onboarding
timelines from days to weeks.

* Inconsistent standards - Varying interpretation of KY requirements across institutions created
confusion about acceptable documentation.

* Physical presence requirements - In-person verification mandates disadvantaged rural
populations and individuals with mobility constraints.

+ Update complications - Changes to address or contact information required separate
notifications to each financial institution.

These barriers significantly impeded financial inclusion objectives, deterring potential investors
from participating in capital markets, insurance schemes, and formal banking systems.

d. Institutional Challenges
Financial institutions faced corresponding operational inefficiencies:

* Duplicated verification costs - Each institution independently conducted document verification
and background checks, multiplying per-customer acquisition costs

« Storage and maintenance burden - Physical document storage and digital record
management consumed substantial resources

« Compliance complexity - Maintaining audit trails and regulatory reporting across disparate
systems increased operational risk

» Customer friction - Lengthy onboarding processes reduced conversion rates and customer
satisfaction

lll. CKYCR Structure and Regulatory Framework

a. Legal and Regulatory Foundation

CKYCR's establishment derives authority from the Prevention of Money Laundering Act, 2002
(PMLA), India's primary anti-money laundering and counter-terrorism financing legislation. The
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PMLA came into force on July 1, 2005, establishing the legal framework for financial institutions'
customer due diligence obligations.

Under the Prevention of Money Laundering (Maintenance of Records) Rules, the Central
Government authorized CERSAI as the “Central KYC Records Registry" through official gazette
notification. CERSAI, incorporated under Section 8 of the Companies Act as a not-for-profit entity
substantially owned and controlled by the Central Government, received the mandate to "receive,
store, safeguard and retrieve the KYC records in digital form".

The regulatory framework operates through Master Directions and Circulars issued by sector-
specific regulators:

» The RBI's Master Direction on Know Your Customer (KYC) norms governs reporting entities
under its jurisdiction

» SEBI's Master Circular on KYC norms for the securities market establishes requirements for
capital market intermediaries

* IRDAI's KYC guidelines direct insurance companies and intermediaries
* PFRDA's regulations cover pension fund entities

These regulatory instruments mandate participation in CKYCR while maintaining sector-specific
enhanced due diligence requirements where necessary.

b. Governance and Operations

CERSAI operates CKYCR as a centralized electronic repository accessible to all Regulated
Entities (REs) across financial sectors. The governance structure includes:

* Board oversight - CERSAI's board, comprising representatives from financial sector regulators
and government ministries, provides strategic direction

» Multi-regulator coordination - Regular consultation mechanisms with RBI, SEBI, IRDAI, and
PFRDA ensure harmonized standards

» Technology infrastructure - Secure servers, encrypted data transmission, and API-based
integration enable real-time data exchange

* Revenue model - REs pay nominal fees for creating (INR 0.80),downloading (INR 1.10), and
updating (INR 1.15) KYC records, supporting operational sustainability

c. KYC Identification Number (KIN) System

The cornerstone of CKYCR functionality is the 14-digit KYC Identification Number (KIN), a unique
identifier assigned to each customer upon successful registration. The KIN serves as a universal
reference across all participating financial institutions, enabling seamless record retrieval and
verification.
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d. Operational Workflow
The CKYCR system follows a structured process:

* Upload - REs submit verified customer KYC information through web-based interfaces, bulk
upload mechanisms via Secure File Transfer Protocol (SFTP), or API integration. Maximum file
sizes of 10 GB support large-scale data migrations

* Verification and De-duplication - CKYCR validates submitted data against identity databases
(such as Aadhaar, National Identity Card) and performs de-duplication checks based on
demographic and identity details, flagging probable matches for reconciliation.

* KIN Generation - Upon successful validation, CKYCR generates a unique KIN and notifies the
customer via registered mobile number or email address.

» Search and Download - Other REs search CKYCR using KIN and authentication factors (with
customer consent) to download complete KYC records, eliminating redundant document
collection.

» Update Notification - When any RE updates a customer's KYC information, CKYCR
automatically notifies all linked entities, ensuring data consistency across the financial system.

e. Technological Enhancements
CKYCR has undergone several technological upgrades:

* CKYCRR 2.0 - Enhanced system architecture improving integration capabilities and processing
speeds

* CKYC 2.0 (March 2026) - Next-generation platform incorporating confidence scoring algorithms,
automated re-KYC ftriggers, risk-based verification, and authority-linked identity validation, with
customer self-service portals for direct access and updates

IV. Addressing the Problem Statements

a. Eliminating Redundant KYC Processes

CKYCR's fundamental value proposition - "KYC once, use anywhere" - directly addresses
fragmentation challenges. Once an investor completes KYC with any participating institution and
receives a KIN, subsequent financial service providers retrieve verified records from CKYCR
rather than conducting independent verification.

This eliminates repetitive document submission across banking, mutual funds, insurance, and
pension sectors. An investor opening a mutual fund account, for example, simply provides their
KIN to the asset management company, which downloads the complete KYC profile from CKYCR
within minutes, subject to customer consent.

b. Accelerating Financial Inclusion
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CKYCR significantly reduces barriers for unbanked and underbanked populations:

* Digital and paperless onboarding - Aadhaar-based electronic KYC (e-KYC) with one-time
password or biometric authentication enables remote account opening without physical document
submission

* Video-based Customer Identification Process (V-CIP) -Permitted for KYC updation, V-CIP
facilitates verification for rural customers without requiring branch visits

* Business Correspondent utilization - The central bank allows authorized business
correspondents to conduct KYC updates, extending services to remote areas

* Reduced costs - Industry estimates suggest CKYCR reduces per-customer onboarding costs
by approximately one-third, enabling institutions to serve previously uneconomical market
segments

c. Enhancing Operational Efficiency
Financial institutions realize substantial operational benefits:

» Cost mutualization - Shared verification infrastructure distributes costs across multiple entities
rather than each conducting independent checks

* Faster onboarding - Real-time API-based record retrieval reduces turnaround times from days
to minutes

* Improved data quality - Centralized validation against authoritative databases (Aadhaar,
Permanent Account Number)enhances accuracy

+ Simplified compliance - Automated update notifications reduce reconciliation efforts and audit
complexity

d. Regulatory Mandate and Adoption Drivers
Regulators have progressively strengthened CKYCR participation requirements:

« SEBI mandated all KYC Registration Agencies (KRAs) upload investor records to CKYCR
effective 2024, ensuring securities market data availability

+ IRDAI directed insurance companies and intermediaries to upload policyholder KYC information
to CKYCR

« The RBI clarified that Regulated Entities bear full accountability for the accuracy and
completeness of uploaded and downloaded records, ensuring data integrity

These mandates accelerated adoption, with substantial progress toward comprehensive
coverage across financial sectors.
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V. KYC Renewal and Periodic Updation Framework

a. Risk-Based Updation Approach

India's KYC framework incorporates mandatory periodic updation requirements based on
customer risk categorization. The RBI's Master Direction on KYC prescribes:

Risk Category Updation Frequency
High-risk customers At least once every 2 years
Medium-risk customers At least once every 8 years
Low-risk customers At least once every 10 years

These timelines commence from the account opening date or last KYC updation, whichever is
later.

Risk categorization considers factors including transaction patterns, account balances,
geographic location, customer profile, and product types utilized. Regulated Entities' boards or
authorized committees approve risk categorization frameworks as part of internal KYC policies.

b. Updation Process and Customer Facilitation
To minimize customer inconvenience while maintaining compliance:

» Advance notification - REs provide at least three advance intimations (including at least one
written letter) prior to the updation due date through available communication channels

* Multiple updation channels - Customers may update KYC at any branch of the RE where they
maintain accounts, not solely the originating branch

» Digital updation options - Aadhaar OTP-based e-KYC and Video-based Customer
Identification Process (V-CIP) are permitted for updation purposes

- Simplified procedures - If customer details remain unchanged or only address changes occur,
simple self-declarations suffice in many cases

* Business Correspondent support - Recognizing physical branch visit challenges, customers
may utilize authorized business correspondents for KYC updates

c. Recent Regulatory Flexibility for Low-Risk Customers

On June 12, 2025, the RBI introduced significant relief measures for low-risk customers whose
periodic updation had fallen due. Rather than restricting transactions pending updation, the
central bank directed REs to:

* Allow all transactions for low-risk customers to continue uninterrupted

» Ensure updation completion within one year of the due date or by June 30, 2026, whichever is
later
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» Subject such accounts to regular monitoring for suspicious activity

This pragmatic approach balances regulatory compliance with customer convenience, preventing
undue hardship for compliant low-risk customers experiencing minor delays in periodic updation.

d. CKYCR Integration with Periodic Updation
CKYCR plays a crucial role in periodic updation efficiency:

» Seven-day upload requirement - When REs receive updated customer information, they must
update CKYCR records within seven days

» Automatic linked entity notification - Upon CKYCR update, the system automatically notifies
all other financial institutions linked with that customer

* Proactive retrieval - Notified REs retrieve updated records from CKYCR and refresh their
internal systems accordingly

+ Single-point updation benefit - Customers updating KYC with any one institution effectively
update records across all linked entities through CKYCR's propagation mechanism

This architecture ensures KYC information currency across the financial system without requiring
customers to separately contact multiple institutions.

VI. Challenges and Ongoing Enhancements
Despite substantial progress, CKYCR implementation faces continuing challenges:

» Legacy data migration - Uploading historical customer records, particularly for long-standing
accounts with outdated contact information, requires significant institutional resources

* Non-individual entities - Corporate and institutional KYC frameworks remain less
standardized, with frequent changes to authorized signatories complicating maintenance

* Integration with existing KRAs - Complete harmonization between CKYCR and SEBI-
registered KYC Registration Agencies continues to evolve

+ Update discipline - Ensuring timely uploads and downloads by all REs requires ongoing
regulatory monitoring and enforcement.

The March 2026 CKYC 2.0 platform aims to address many technical limitations through enhanced
automation, authority-linked validation, and improved user interfaces for both institutions and
customers.

VII. Conclusion

India's Central KYC Records Registry represents a significant regulatory innovation addressing
systemic inefficiencies in investor services across banking, securities, insurance, and pension
sectors. By establishing a unified, regulated platform for KYC information exchange, CKYCR
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eliminates redundant documentation burdens for investors while reducing operational costs for
financial institutions.

The "KYC once, use anywhere" principle, operationalized through the14-digit KIN system,
fundamentally transforms customer onboarding from a fragmented, institution-specific process to
a seamless, sector-agnostic experience. Integration with India's digital identity infrastructure
(Aadhaar) and progressive adoption of video-based verification further accelerates financial
inclusion objectives.

The risk-based periodic updation framework, enhanced by CKYCR's automatic notification
mechanisms, ensures data currency while minimizing customer inconvenience. Recent regulatory
flexibility for low-risk customers demonstrates pragmatic balancing of compliance rigor with
operational realities.

As CKYCR continues evolving through technological enhancements and expanded regulatory
mandates, it provides a valuable case study for other jurisdictions confronting similar
fragmentation challenges in financial services regulation. The Indian experience demonstrates
that centralized KYC infrastructure, when properly governed and technologically robust, can
simultaneously advance investor protection, financial inclusion, and institutional efficiency
objectives.



