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Abstract 

 

To reach the changes to the ears of the people for whom it is meant, this note is to picture 

some of the very recent regulations in force to open a bank account (Savings Account / 

Fixed Deposit Account). The regulations apply to (i) regular (i.e., full-KYC) bank account 

and (ii) Small (i.e., relaxed-KYC) account. An upcoming phrase- Officially Valid 

Document (OVD) is the buzz phrase which has now been clearly defined in the new 

regulation, eliminating earlier discretion allowed to banks. These regulations are yet to be 

internalised by the bankers and the public at large. This note highlights the salient features 

of these new regulations and their consequences towards the ease to use a bank for 

monetary transactions by common man in India. It also highlights the huge task for the 

banks to gather fresh OVD for all existing accounts where they have been opened under 

the earlier definition of OVD (using currently non-acceptable documents). 

 

 

I. Introduction 

 

1. While opening a bank account it is customary that the bank knows who the customer is 

since account related banking transactions involve money. International norms also require 

countries to put in place measures to prevent money laundering and combat financing of 

terrorism. Thus based on Government of India (GoI) and Reserve Bank of India (RBI) 

regulations, this requires banks to ensure that they collect some evidence of identity and 

address while opening a bank account. Where the customer is an individual, the banks are 

required to collect one certified copy of an ‗officially valid document‘ containing details of 

his identity and address, a recent photograph and such other documents including in respect 

of the nature of business and financial status of the customer as may be required by the bank. 
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2. Till now many unbanked people were denied access to a bank account because of certain 

regulations and objections raised by banks on grounds of identity and address proofs in view 

of the discretion provided to banks. What constitutes this evidence of identity and address, 

when is such evidence required, what are the relaxations, when can the bank use its discretion 

to prevent or facilitate opening of an account, are some of the few highlights of this note. It is 

seen that Aadhaar would become the single universal document that would be the most 

prominent document to open a bank account in India. 

 

II. An upcoming phrase- Officially Valid Document 

 

3. It is important to understand what is meant by an Officially Valid Document (OVD). As 

per the new definition, an OVD constitutes any one of following 

(i) the Aadhaar Card containing details of name, address and Aadhaar number, 

(ii) the Voter’s Identity Card, 

(iii) the Permanent Account Number (PAN) Card, 

(iv) the driving license, 

(v) the passport, 

(vi) the NREGA job card issued and duly signed by an officer of the State Government. 

 

Earlier definition of OVD had additionally included ―any other document as may be required 

by the banking company, or financial institution or intermediary‖. This discretion given to 

banks earlier has now been withdrawn.  

 

4. In order to reduce the risk of identity fraud, document forgery and have paperless 

verification, UIDAI has launched its e-KYC service. Accordingly, only the Aadhaar 

number would suffice for e-KYC verification of the Aadhaar Card. Further, the information 

containing demographic details and photographs made available from UIDAI as a result of e-

KYC process (―which is in an electronic form and accessible so as to be usable for a 

subsequent reference‖) is also treated as an OVD and is called e-Aadhaar. 

 

III. Documents required for opening a regular (full-KYC) bank account 

 

5. To open a regular (full-KYC) bank account (Savings Account / Fixed Deposit Account), it 

is now mandatory to provide an identity and address proof through the following means: 

(a) Any one document from the OVDs is the only document accepted, and (b) a recent 

photograph. Banks are not allowed to accept any other document for this purpose. As per 

the regulation, it is implied that proof of address also follows from the above document only
1
.  

                                                           
1
 For the PAN Card since there is no address inscribed on the Card, it is recommended that the Central Board 

of Direct Taxes (CBDT) initiates the requirement of printing the address as well on the PAN Card. As on date, 

corresponding to the PAN Card, banks would have to verify the address online with the Income Tax / related 

site. 
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6. To open the bank account, one may also require (c) initial deposit money (as per bank‘s 

policy) only if the customer clearly expresses disinterest in opening a zero-balance Basic 

Savings Bank Deposit Account (BSBDA). Banks are not supposed to design any means to 

discourage opening of such BSBDA and thus deny the unbanked. 

 

7. When (a), (b) and (c) of the above two paragraphs are in place, without a written reason 

banks should NOT deny opening of a full-KYC bank account. The scope for improper or 

incorrect verbal denial of opening of a bank account needs to be eliminated. 

 

8. When the documents as required are in place, a filled-in account opening application form 

(provided by the bank) with customer signature is required. The application form contains 

filled-in information on 

i) Name and photograph corresponding to the OVD. 

ii) Address corresponding to OVD. 

iii) Local address on which all correspondence will be made by the bank with the customer.  

 

Only if the local address is different from the one corresponding to the OVD, there is a 

requirement of self declaration of the local address. No proof is required to be submitted for 

such correspondence/local address. 

 

9. Many banks had been relying on a list of documents (suggested by a DFS constituted sub-

Group) as Proof of identity (30 documents) and Proof of residence (33 documents) for 

opening bank accounts
2
. Furthermore in Appendix A, for illustration, we provide list of 

documents for proof of identity as designed by Axis Bank and HDFC Bank. Such varied list 

of documents for proof of identity would be history now. Accordingly, there is now a huge 

task for the banks to gather fresh OVD for all existing accounts where they have been opened 

under the earlier definition of OVD (using currently non-acceptable documents). 

 

IV. The extent of significance- OVD for customers 

 

10. Many people do not need the following OVDs: 

(i) the PAN Card [meant for those who have taxable income],  

(ii) the driving license [meant for those who need to drive], 

(iii) the passport [meant for those who need to travel abroad], 

(iv) NREGA job card [usually meant for the poor in rural areas who are unemployed]. 

 

                                                           
2
 See the two links 

http://financialservices.gov.in/banking/circulars/2012/Simplified%20Uniform%20Savings%20Bank%20Account

%20Opening%20Form.pdf 

http://financialservices.gov.in/DFS%20Journal%20%28F%29.pdf 

http://financialservices.gov.in/banking/circulars/2012/Simplified%20Uniform%20Savings%20Bank%20Account%20Opening%20Form.pdf
http://financialservices.gov.in/banking/circulars/2012/Simplified%20Uniform%20Savings%20Bank%20Account%20Opening%20Form.pdf
http://financialservices.gov.in/DFS%20Journal%20%28F%29.pdf
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Moreover, the system should not be designed in a fashion where one covets the above four 

OVDs just for the sake of creating an OVD. 

 

11. The more common of the OVDs today are: 

(i) the Aadhaar Card, 

(ii) the Voter‘s Identity Card. 

 

Of this, the Voter‘s Identity Card cannot be obtained until, say 18 years of age, though an 

independent account can be opened by an individual even if (s)he is 10 years or more. 

 

12. With more than 50% of the residents having received an Aadhaar number, it has now 

turned out that it is the most common OVD in the country today. 

 

V. Expanded OVD in case of low risk customers 

 

13. For the purpose of risk categorisation, individuals (other than High Net Worth) and 

entities whose identities and sources of wealth can be easily identified and transactions in 

whose accounts by and large conform to the known profile, may be categorised as low risk. 

RBI indicates that illustrative examples of low risk customers could be salaried employees 

whose salary structures are well defined, people belonging to lower economic strata of 

the society whose accounts show small balances and low turnover, etc. However, with the 

new regulation in place, it is desirable to frame a more comprehensive list which is more 

explicit in categorising low risk customers. For example, a low risk customer need not be 

salaried but a pensioner or wife of a pensioner holding a medical benefit CGHS card. With 

the current lack of uniformity in its interpretation, banks tend to adopt different meanings. 

There would be no uniformity in the list of individuals categorised as low risk across banks. 

It is recommended that Banking Codes and Standards Board of India (BCSBI) and 

Indian Banks’ Association (IBA) jointly come up with a more comprehensive list of low 

risk customers and get is vetted by RBI before universal adaptation among banks. 

 

14. ‗Simplified measures‘ may be applied in the case of low risk customers taking into 

consideration the type of customer, business relationship, nature and value of transactions 

based on the overall money laundering and terrorist financing risks involved. In respect of 

low risk category of customers, where simplified measures are applied, it would be sufficient 

to obtain any of the following documents for the purpose of proof of identity and proof of 

address: (i) identity card with applicant's Photograph issued by Central/State Government 

Departments, Statutory/Regulatory Authorities, Public Sector Undertakings, Scheduled 

Commercial Banks, and Public Financial Institutions; (ii) letter issued by a gazetted officer, 

with a duly attested photograph of the person. 
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15. This is based on the regulation which says that when ‗simplified measures‘ are applied for 

verifying the identity of customers, the expanded list of documents deemed to be OVDs 

would include:  

i) identity card with applicant's Photograph issued by Central/State Government 

Departments, Statutory/Regulatory Authorities, Public Sector Undertakings, 

Scheduled Commercial Banks, and Public Financial Institutions;  

ii) letter issued by a gazetted officer, with a duly attested photograph of the person. 

 

This means that predominantly, individuals working with Central/State Government 

Departments, Statutory/Regulatory Authorities, Public Sector Undertakings, Scheduled 

Commercial Banks, and Public Financial Institutions could easily use the OVDs from among 

the expanded list. Note that, Scheduled Commercial Banks are grouped under following 

categories: 

i. State Bank of India and its Associates 

ii. Nationalised Banks 

iii. Foreign Banks 

iv. Regional Rural Banks 

v. Other Scheduled Commercial Banks. 

Banks in the groups (i) & (ii) above are known as public sector banks whereas, other 

scheduled commercial banks mentioned at group (v) above are known as private sector 

banks. Interestingly, it appears that among the vast private sector employees in the country, 

the identity card of only Private (including Foreign) Scheduled Commercial Bank employees‘ 

allow opening of a full-KYC bank account.  

 

16. Furthermore, where a customer categorised as low risk expresses inability to complete the 

documentation requirements on account of any reason that the bank considers to be genuine, 

and where it is essential not to interrupt the normal conduct of business, the bank may 

complete the verification of identity within a period of six months from the date of 

establishment of the relationship. 

 

17. Unless appropriately defined, there appears to be sufficient discretion provided to banks 

to defer documentation up to six months for low risk customers. Furthermore, the discretion 

also lies on how and when to consider a customer to be under the category of low risk and 

thus seek an OVD from among the expanded list of OVDs. Such discretion usually tends 

banks to exercise appropriate discretion based on business prospects. 

 

VI. What if OVD is not immediately available? 

 

18. Even if one does have an identity and address documentary proof through production of 

an OVD, a savings bank account, called Small Account can be opened. The only requirement 
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is providing ones photograph, name, address, and physical presence in front of the branch 

manager/officer for completing simple paperwork and the signing formalities. 

 

19. The novelty of Small Accounts is a real boon to a sea of bonafide individuals. It was 

primarily meant to serve individuals of lower income group and individuals without 

immediate proofs through OVD. In order to ensure international banking standards towards 

prevention of money laundering and financing of terrorism, such accounts were classified as 

low risk customer accounts through imposition of certain safeguards and restrictions. The 

significant restrictions on Small Accounts include: 

i. the aggregate of all credits in a financial year does not exceed Rs. 1,00,000, 

ii. the aggregate of all withdrawals and transfers in a month does not exceed Rs. 10,000, 

iii. the balance at any point of time does not exceed Rs. 50,000, 

iv. the Small Account shall remain operational initially for a period of twelve months, and 

thereafter for a further period of twelve months if the holder of such an account provides 

evidence of having applied for any of the OVDs within twelve months of the opening of 

the said account, with the entire relaxation provisions to be reviewed in respect of the said 

account after twenty four months, 

v. foreign remittance shall not be allowed to be credited into the Small Account unless the 

identity of the client is fully established through the production of officially valid 

documents. 

 

20. Thus, an individual who desires to open a Small Account need to self-attest the 

photograph and sign or thumb print on the account opening form in front of the 

manager/officer. After the account is opened, the customer just needs to show some evidence, 

within the next 12 months, that he has applied for an OVD. He just needs to show in the next 

24 months that he has got an OVD. As and when the OVD has been provided, the account 

would get converted into a regular savings account not having any transactional restrictions. 

There is as such no service fee imposed (minimum services free of charge). 

 

VII. Customer due diligence for non-account based transactions  

 

21. Walk-in customer due diligence require that banks verify identity while carrying out (i) a 

transaction of an amount equal to or exceeding rupees fifty thousand, whether conducted as a 

single transaction or several transactions that appear to be connected, or (ii) any international 

money transfer operations. Thus, in case of domestic fund transfer, where the customer is an 

individual, the bank is required to collect one certified copy of an OVD containing customer 

details provided the transaction is of an amount equal to or exceeding rupees fifty thousand, 

whether conducted as a single transaction or several transactions that appear to be connected. 

 

22. It is important to understand that today banks have not put in place appropriate means to 

check the rider ―several transactions that appear to be connected‖ when transferring funds 
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from a walk-in customer to any bank account (whether -intrabank or interbank). This has 

prompted many banks to take cover under this rider to necessarily ask for an OVD even for 

bonafide interbank transactions below rupees fifty thousand. However, when it comes to such 

transactions which are intrabank, banks appear not to care about the rider. The reason for 

such disparity is the business models in existence while carrying out a walk-in customer 

remittance when the funds remain with the originator bank (intrabank transfer) vis-a-vis when 

the funds are transferred to a different beneficiary bank (interbank transfer). The upcoming 

potential Payment Banks may attempt to address this tradeoff. 

 

23. The following points have been highlighted by RBI and Government of India in context 

with KYC and AML norms. 

a) It is important to bear in mind that the adoption of customer acceptance policy (related to 

the KYC norms) and its implementation should not become too restrictive and must not result 

in denial of banking services to general public, especially to those, who are financially or 

socially disadvantaged. 

b) ...banks should keep in mind the spirit of instructions (on KYC norms) issued by the RBI 

and avoid undue hardships to individuals who are, otherwise, classified as low risk customers. 

c) In case of transactions carried out by a non-account based customer, that is a walk-in 

customer, where the amount of transaction is equal to or exceeds rupees fifty thousand, 

whether conducted as a single transaction or several transactions that appear to be connected, 

the customer's identity and address should be verified. However, if a bank has reason to 

believe that a customer is intentionally structuring a transaction into a series of transactions 

below the threshold of Rs 50,000 the bank should verify identity and address of the customer 

and also consider filing a suspicious transaction report to Financial Intelligence Unit - India. 

 

24. The above points make it clear that the bank should first entertain walk-in transactions for 

amounts less than rupees fifty thousand and invoke requirement of OVD only if it believes 

misuse. Thus a bank cannot and should not start with an OVD requirement for the small 

remittances having no reason for suspicion. 

 

25. However, it has now become transparent that to comply with the regulations, atleast for 

domestic fund transfers of an amount less than rupees fifty thousand, for walk-in individuals, 

the bank may atmost seek a document among the expanded OVD. There is no documentary 

proof required for address except possibly a self declaration of the correspondence/local 

address if different from the one corresponding to the OVD. 

 

VIII. Summary and conclusions 

 

26. With the new regulation in force, for all practical purpose, for opening a regular full-KYC 

bank account, an individual would need to provide to the bank any one of the following 

documents (OVD): 
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(i) the Aadhaar Card (or just the Aadhaar number for e-Aadhaar), 

(ii) the Voter’s Identity Card, 

(iii) the PAN Card, 

(iv) the driving license, 

(v) the passport, 

(vi) the NREGA job card. 

In case the individual is not readily having any of the above and is working with 

Central/State Government Departments, Statutory/Regulatory Authorities, Public Sector 

Undertakings, Scheduled Commercial Banks, and Public Financial Institutions, the 

individual can still open a bank account by providing to the bank (vii) identity card with 

applicant's Photograph issued by his organization. 

 

27. As per the regulation, it is implied that proof of address also follows from the above 

document only. In case of PAN Card, the bank has to verify the address online with the 

Income Tax / related site. When an acceptable organizational identity card with applicant's 

photograph is to be relied on as an OVD, the address proof would follow from the office 

address of the organization where the individual works. 

 

28. In general, for all practical purpose, the scope of using the document (viii) letter issued 

by a gazetted officer, with a duly attested photograph of the person, is very limited. 

 

29. Only if the correspondence/local address is different from the one mentioned in the OVD, 

there is a requirement of self declaration of the correspondence/local address. No proof is 

required to be submitted for such correspondence/local address. 

 

30. Under the above set-up, as a matter of right any bonfide individual should be able to open 

a regular bank account. In case any bonfide individual does not have any of the OVDs or is 

not in a position to get hold of it in the immediate future, as a matter of right, the individual 

should be able to open a Small Account.  

 

31. With more than 50% of the residents having received an Aadhaar number, it is becoming 

the most common OVD in the country today. 

 

32. In case of non-account based transaction carried out by a walk-in customer, banks are 

required to verify identity while carrying out a domestic transaction of an amount equal to or 

exceeding rupees fifty thousand, whether conducted as a single transaction or several 

transactions that appear to be connected. In other words, unless the bank has a reason to 

doubt misuse of the banking facility for unethical purpose, the bank should not question the 

ethicality of the transaction by the walk-in customer and invariability demand an OVD. It is a 

different matter that the bank may like to make a copy of such an OVD only if the individual 

has immediate access to the same. 
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33. Now there is more need to bring in awareness and education through dissemination of the 

new empowerment provided to the unbanked in form of the ease and clarity in account 

opening documentation. The thrust has to be popularising the ease of opening a bank account 

through well defined documents. To reach the changes to the ears of the people for whom it is 

meant, it is recommended that the funds under Depositor Education and Awareness 

Fund (DEAF)
3
, among other purposes, should be utilised for including the excluded by 

running campaigns to educate them on (a) simplification and changes in the 

requirement of account opening documentation (b) Small Accounts, (c) BSBDA, (d) 

money transfers (deposits) using Cash-NEFT and Cash-IMPS, etc. 

 

34. Recommendations: 

 

a) CBDT should initiate the requirement of printing the address as well on the PAN Card. 

 

b) BCSBI and IBA should jointly come up with a more comprehensive list of low risk 

customers and get is vetted by RBI before universal adaptation among banks. 

 

c) The funds under DEAF, among other purposes, should be utilised for including the 

excluded by running campaigns to educate them on (a) simplification and changes in the 

requirement of account opening documentation (b) Small Accounts, (c) BSBDA, (d) money 

transfers (deposits) using Cash-NEFT and Cash-IMPS, etc. 
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Appendix A: Varied list of documents for proof of identity- would be history now 
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