|dentity in
Finance - A
case study of
the Kingdom of
Lesotho

EXPLORING IDENTITY'S
IMPACT ON FINANCIAL
SERVICES
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Prior to implementation of foundational identity ecosystem

Use of multiple documents

Use of passports, voter card, drivers license, employer ID card,
Chief's letter, etc.

Resulting in high risk of identity fraud and related crimes and

Traceability almost impossible

Financial Exclusion

Access to financial services was challenging and exclusive,
perpetuating inequality and poverty in Lesotho, due to
questionable documents credibility, limited availability of above
documents and lack of trust on some of these documents.
Financial institutions are required by regulatory framework to
conduct customer due diligence (CDD) and lack of unique
identity made this a daunting task
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Laying the foundation

In 2009, the Government of Lesotho, took a bold decision under Millenium
Challenge Account (MCA) Private Sector Development Initiative to implement
National Identity and Civil registration system (NICR).

NICR Implementation Overview - 2010-2015
Key milestones were achieved:
Enactment of supporting legislation
Recruitment of key personnel
Benchmarking and stakeholder consultations

Civil registration and vital Statistics (CRVS) based ID system is implemented

Embracing the registry by Public Sector - 2013- 2021
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ldentity in Financial Services

Financial Sector Development Strategy (FSDS |- 2013-2017)

FSDS | identified and prioritized leveraging of NICR repository as centralized
platform to used by Financial institutions for Know Your Customer (KYC)
purposes.

The Pilot - Collaborative approach to Customer Due Diligence (CDD)

Central Bank of Lesotho and Ministry of Finance & Development planning, in
collaboration with development partner FinMark Trust undertook piloting of NID
registry as KYC (Identification and verification) platform. The pilot as started with
one Bank, insurance company. Mobile money issuer and micro finance institution.

Financial Institution are connecting directly to NID through Application
Programming Interface (API)

Pilot outcome (2019)

Concluded that the pilot was a success. More Financial institutions allowed to use
NID as KYC platform.
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Statistical Usage of NICR System

Impact on KYC Processes

The NICR system has significantly improved Know Your
Customer (KYC) processes in the financial sector, enhancing
compliance and risk management.

Private Sector Uptake

There has been a notable uptake of the NICR system by private
sector players, showcasing its effectiveness and reliability.

Statistical Overview

Statistical data illustrates the growing acceptance and usage of
the NICR system across various financial institutions.



Conclusion

Pivotal Role of Identity

|dentity is crucial in finance,
iImpacting compliance and
financial transactions in
Lesotho's financial sector.

Challenges of
Compliance

Addressing compliance
challenges is essential for
maintaining trust and integrity
in the financial system.

Collaborative
Approaches

Embracing collaborative
strategies can enhance
efficiency and innovation in
financial services.

Enhancing Financial
Inclusion

Effective identity systems are
vital for promoting financial
iInclusion and accessibility for
all in Lesotho.
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