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In the complex landscape of corporate finance and institutional governance, the management of banking assets
requires rigorous adherence to both internal protocols and external regulatory mandates. One of the most common
yet procedurally sensitive tasks facing a corporate secretary or finance director is the reactivation of a dormant

bank account. When a corporate or institutional account remains inactive for a specific period—typically two years

in many jurisdictions—banks classify the account as dormant or inoperative. This classification is not merely a
label; it triggers a cessation of automated transactions, a suspension of debit facilities, and often, the transfer of
funds to a separate ledger for security and compliance purposes.

The Theoretical Framework of Account Dormancy

Before diving into the procedural mechanics of reactivation, it is essential to understand the underlying theoretical
framework that governs account status. Banking institutions utilize a tiered categorization system to manage risk,
particularly concerning Anti-Money Laundering (AML) and Counter-Terrorism Financing (CTF) regulations. Inactive
accounts are high-risk targets for identity theft and fraudulent transactions because their lack of regular monitoring
by the account holder makes unauthorized entries harder to detect.

Defining Inactivity vs. Dormancy

While the terms are often used interchangeably in casual conversation, banking regulations often distinguish
between them based on the duration of non-transactional behavior:

« Inactive Account: Generally, an account that has seen no customer-induced transactions (such as deposits,
withdrawals, or transfers) for a period of 12 months. At this stage, the bank may issue a warning or a ‘flag' on the
account.

e Dormant Account: If the inactivity persists for an additional 12 months (totaling 24 months or 2 years), the
account is officially classified as dormant. At this point, even internal bank charges or interest credits do not count
as 'activity' to keep the account active.

¢ Unclaimed Property/Escheatment: If an account remains dormant for a period of 5 to 10 years (depending on
the jurisdiction), the funds may be legally required to be transferred to the government or a central bank's
unclaimed deposits fund.

The Role of the Board Resolution in Banking Governance

For a corporate entity, a bank account is a vehicle for the execution of the company's financial will. Because a
corporation is a separate legal person that can only act through its authorized agents, banks require a Board
Resolutionto perform any high-level administrative action, such as opening an account or reactivating a dormant
one. This resolution serves as a legal instrument that proves the board of directors has collectively agreed to the
action and has authorized specific individuals (signatories) to execute it.

The Doctrine of Indoor Management

From a legal perspective, the bank relies on the Doctrine of Indoor Management(also known as the Turquand’s
Rule). This doctrine suggests that outsiders (like banks) dealing with a company in good faith are entitled to



assume that internal company procedures have been followed correctly. The Board Resolution is the primary
evidence the bank uses to satisfy this legal requirement, shielding the bank from liability should the reactivation be
contested internally by the company at a later date.

Technical Breakdown: Components of a Board Resolution for Reactivation

A technically sound board resolution must follow a specific structural logic to be accepted by the compliance
departments of major financial institutions like ICICI, BDO Network Bank, or Land Bank. The following table
illustrates the core components required for a valid resolution.



Resolution Component

Meeting Details

Recital ('Whereas' Clauses)

Operative Clause ('Resolved' Clauses)

Authorised Signatories

Execution and Certification

Description

Date, time, and venue of the board
meeting where the resolution was
passed.

Background facts explaining why the
resolution is necessary (e.g., account
inactivity for 2 years).

The specific command to reactivate

the account and authorize signatories.

Specific naming of individuals
permitted to operate the account.

The signature of the Chairperson or
Company Secretary and the

Technical Requirement

Must align with the company’s bylaws
and notice periods.

Must specify the exact bank account
number and branch.

Must use clear, imperative language
(e.g., "Resolved that the account be
reactivated...").

Full names and designations, often
accompanied by specimen signatures.

Must be on the company's official
letterhead.

corporate seal.

The Logic of 'Whereas' Clauses

The 'Whereas' clauses provide the ratio decidendi(reason for the decision) of the resolution. In the context of a
dormant account, the clauses typically state that the account (referenced by its unique number) has been inactive,
that the company now has a functional need for this account for its day-to-day financial transactions, and that it is in
the best interest of the corporation to restore the account to active status.

Step-by-Step Technical Workflow for Reactivation

Reactivating a dormant account is a multi-phase process that involves internal corporate governance,
documentation prep, and external banking verification. Below is the standard procedural execution model.

Phase 1: Identification and Internal Audit

Before a resolution can be drafted, the finance department must identify the status of all accounts. If an account is
found to be dormant, the company must verify if there are any outstanding liabilities, pending interest, or if the

the bank
manager to identify any specific requirements (such as updated KYC) that may have changed during the period of

account was closed by the bank due to zero balance. This phase involves a pre-submission checkwith

dormancy.

Phase 2: Drafting and Convening the Board

The Company Secretary drafts the resolution. A meeting of the Board of Directors is convened following the
statutory notice period. During this meeting, the board reviews the necessity of the account and the suitability of the
current authorized signatories. If the signatories have changed (e.g., a former director has resigned), the resolution
must simultaneously revoke the old authority and grant new authority.

Phase 3: Documentation and KYC Update

Dormant accounts almost always trigger a mandatory KYC (Know Your Customer)update. This is because the
bank must ensure that the entity still exists and that the risk profile has not changed. The following technical
documentation is usually required:



Certified True Copy (CTC) of the Board Resolution.

Updated Certificate of Incorporation or Business Registration.

Recent Utility Bills or Rent Agreements for proof of address.

Identity and Address proofs of all authorized signatories.

« A formal Letter of Request for reactivation, often cross-referenced with the resolution.

Phase 4. Submission and Digital Transformation

In the modern banking era, many institutions allow the submission of these documents via secure portals or e-
signature platforms. As highlighted in technical data, tools like SignNow or DocHubare increasingly used to
facilitate the e-signing of board resolutions. However, it is critical to ensure that the bank accepts digital signatures,
as some jurisdictions still require 'wet ink' signatures for corporate resolutions involving significant asset
movements.

Comparative Evaluation: Account Reactivation Across Different Entities

The requirements for reactivating a dormant account vary significantly depending on the nature of the entity. A
municipality, for example, operates under different statutory constraints compared to a Private Limited Company or
an NRI (Non-Resident Indian) individual.



Entity Type

Private Limited Company

Municipality/Government

NRI (Individual)

Primary Authorization

Board Resolution

Council/Resolution (e.g.,

Res No. 62)

Reactivation Request Form

Key Regulatory
Constraint

Companies Act / Corporate
Bylaws

Public Finance
Management Acts

FEMA (Foreign Exchange

Required Supplementary
Data

Beneficial Ownership
declaration.

Authorization from the City/
Municipal Treasurer.

Proof of overseas

Management Act) residence and VISA status.

Administrative Authorization Re-engagement metrics

and usage logs.

SaaS/Corporate Service Service Level Agreements

(SLA)

Mathematical and Logical Modeling of Account Inactivity

Banks often use algorithmic triggers to move an account from 'Active’ to 'Dormant’. The logic can be expressed
through a simple conditional formula:

Status = IF (T_last

Where T_last represents the number of days since the last customer-induced transaction. To calculate the
Escheatment Threshold, banks use the following logic:

E_date =T_dormancy + (Statutory Period * 365)

Understanding these timeframes is crucial for corporate treasurers to avoid the administrative nightmare of
reclaiming funds from a government treasury once they have moved beyond the bank's internal ledgers.

Case Study: Signatory Changes and Municipal Trust Accounts

Consider the case of a municipality, such as the one mentioned in Resolution 238 S. 2021 or the City of San
Fernando documentation. In these instances, the reactivation of a dormant trust account is not just a matter of
corporate preference but a public mandate. When a Municipal Treasurer (the authorized signatory) changes, the
account often falls into dormancy during the transition period. The new resolution must explicitly state that the
previous Treasurer (e.g., Turalba) is being replaced by a new authorized officer to manage the Land Bank of the
Philippines accounts.

Failure to provide a specific, numbered resolution (e.g., "Resolution No. 62") can lead to a 'break in the chain of
authority,' resulting in the bank's legal department rejecting the reactivation request. This highlights the importance
of precise legal phrasing in public sector banking.

Troubleshooting Common Failure Modes in Reactivation

Despite having a board resolution, many companies face rejection during the reactivation process. Understanding
these failure modes is key to a smooth operational workflow.

1. Signature Mismatch

If the account has been dormant for a long time, the bank's records of the signatories' signatures might be outdated
or the signatories themselves may have aged, causing their physical signature to change. Solution:Submit a fresh



signature card (specimen signatures) along with the resolution, withessed by a bank officer or notarized.

2. Incomplete 'Chain of Authority"

If the company has changed its name or its parent structure during the dormancy period without informing the
bank, the bank will refuse to reactivate the account under the old name. Solution:Provide the Certificate of Name
Change and a resolution that bridges the old entity name to the new one.

3. KYC/AML Red Flags

If the company's business activities have shifted into a high-risk sector (e.g., cryptocurrency, high-volume
international trade), the bank may perform enhanced due diligence (EDD) before reactivating. Solution:Prepare a
comprehensive business profile and source of funds declaration to accompany the reactivation request.

4. Resolution Specificity

A common error is a resolution that is too broad. Banks prefer a resolution that names the specific account number
and the specific branch. A resolution that simply says "reactivate all bank accounts" is often returned for

clarification. Solution:Explicitly list every account number and the corresponding bank branch in the operative
clauses of the resolution.

The Broader Implications of Account Reactivation

From a strategic standpoint, maintaining active bank accounts is a core component of Liquidity Management.
Dormant accounts represent trapped capital that cannot be deployed for operational needs, investments, or debt
servicing. Furthermore, for SaaS companies or subscription-based businesses, as noted in the research data, "re-
engaging inactive customers" follows a similar logical path to banking: identifying the reason for the lapse, offering
a clear path back to activity (reactivation), and ensuring the "governance" of the customer relationship is restored.

The reactivation process should be viewed as an opportunity for a Financial Hygiene Audit. It allows the board to
review who has access to company funds, update corporate records, and ensure that the company’s banking
structure is aligned with its current strategic goals. Whether it is a municipality reactivating a trust fund for public
works or a corporation restoring a current account for day-to-day transactions, the Board Resolution remains the
indispensable legal bridge between corporate intent and financial execution.

By strictly following the procedural steps of drafting a specific resolution, updating KYC documentation, and
managing signatory transitions, organizations can minimize operational downtime and ensure their financial assets
remain accessible and secure. In the modern regulatory environment, precision in corporate documentation is not
just a formality—it is a foundational requirement for financial stability and legal compliance.

Baca Juga (Artikel Terkait)

e The Technical Foundations of Agency Theory in Corporate Governance: A Comprehensive Strateqgic
Guide
URL: http://123caramba.com/agency-theory-corporate-governance-technical-guide.pdf

e Agency Theory as a Foundation for Modern Business Ethics: A Comprehensive Technical Analysis

URL: http://123caramba.com/agency-theory-basis-business-ethics-technical-analysis.pdf

e The Comprehensive Guide to Board Resolutions: Technical Drafting. Legal Frameworks, and Corporate
Governance Best Practices
URL: http://123caramba.com/comprehensive-guide-board-resolutions-technical-drafting-governance.pdf


http://123caramba.com/agency-theory-corporate-governance-technical-guide.pdf
http://123caramba.com/agency-theory-corporate-governance-technical-guide.pdf
http://123caramba.com/agency-theory-basis-business-ethics-technical-analysis.pdf
http://123caramba.com/comprehensive-guide-board-resolutions-technical-drafting-governance.pdf
http://123caramba.com/comprehensive-guide-board-resolutions-technical-drafting-governance.pdf

e The Definitive Guide to Board Manuals: Optimizing Corporate Governance and Board Dynamics

URL: http://123caramba.com/definitive-guide-board-manuals-corporate-governance.pdf

Tags: #Board Resolution #Banking Compliance #Dormant Account #Corporate Law #KYC Procedures


http://123caramba.com/definitive-guide-board-manuals-corporate-governance.pdf

Page 1 of 7



Page 2 of 7



Page 3 of 7



Page 4 of 7



Page 5 of 7



Page 6 of 7



Page 7 of 7



