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The service quality of an 
insurer is determined by sev-
eral parameters, including 
transparency in policy terms, 
claim settlement approach 
and process, and overall 
responsiveness. For instance, 
in a cashless claim, the manner 
of coordination between the 
hospital and insurer would 
define the policyholder expe-
rience. Within their existing 
network hospital, the turn-
around time of cashless 
approval varies substantially 
across insurers. Some provide 
approval within 30 minutes; 
others take around 4 hours. 
The back-and-forth on insurer 
queries regarding treatment 
papers and final approval after 
discharge will still vary across 
insurers. While the regulator 
is putting in place a framework 
to ensure a minimum level of 
service quality experience 
across insurers, execution 
quality is likely going to vary.

How do the new group gra-
tuity insurance rules in 
Karnataka affect the aver-

age employee? Has the 
amount gone up?

—Name withheld on request
The recent changes do not 

affect the eligibility of an 
employee for gratuity. The 
amount payable remains the 
same. However, the new rules 
would increase the certainty of 
payout.

As per the old rules, it was 
optional for employers to sub-
scribe to a group gratuity pol-
icy of a life insurer. The new 
rules require specified 
employers to compulsorily 
subscribe. This will primarily 
affect private organizations, 
for whom the Gratuity Act is 
applicable, present solely in 
Karnataka. The act, however, 
provides exemptions to a few 
types of companies. So, it is 
important for the employer to 
check the applicability before 
implementation.

Abhishek Bondia is principal 
officer and managing director 
at SecureNow.in.
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W
e work hard to ensure 
that our family lives 
in comfort in the 
present and in the 
future. We earn 

money and invest it. But what if we fail to 
ensure its smooth transition to our legal 
heirs? Wealth transmission post-death 
is a challenging process. What does not 
gain much attention is accessing a 
breadwinner’s investments while she is 
alive but incapacitated, that is, physi-
cally or mentally unfit to manage one’s 
financial affairs.

Niranjan Vemulkar, co-founder and 
chief executive officer of Yellow, a digi-
tal will-making platform, shares an 
example. “We know of a case where the 
breadwinner went into a coma. His 
assets were frozen and a good amount of 
money was needed to pay the hospital 
bill. The family had to move court to 
release some of these assets. But the 
court cannot allow transferring or with-
drawing all assets in one go. They open 
the tap in a controlled manner only for 
specific purposes,” Vemulkar says. To 
be sure, an incapacitated person may get 
better in the future, and a court cannot 
allow transferring assets of a living per-
son.

While there are laws like the Rights of 
Persons with Disabilities Act, 2016 and 
the Mental Healthcare Act, 2017 that 
offer guardianship provisions to man-
age an incapacitated person’s property, 
obtaining guardianship can be complex. 
There is no standardized procedure. 
“The absence of a unified law addressing 
access to an incapacitated person’s 
accounts leads to varied procedures 
based on the type of incapacity, often 
complicating the process and opening 
avenues for exploitation by dishonest 
agents,” says Sumit Agrawal, managing 
partner at Regstreet Law Advisors and a 
former Securities and Exchange Board 
of India (Sebi) officer.

A simple solution is having a joint 
holding with a reliable family member 
with an ‘either or survivor’ clause. Mar-
ried couples commonly do it, but this 
cannot be an option for everyone. 
Another option is creating a power of 
attorney in favour of someone you trust. 
“It shouldn’t be a blanket PoA. It should 
come into effect upon a condition, such 
as a medical or a financial reason. Every-
one—be it young or old—should create 
a PoA along with nomination and get it 
registered,” says Mohini Mahadevia, 
founder of SOLUFIN, an investment 
and estate planning firm. Notably, the 
registration is mandatory only for power 
of attorney involving real estate. One 
can create it by reaching out to a legal 
practitioner such as a lawyer/estate 
planner or a consultant. (See graphic for 
details.)

If you have multiple movable and 
non-movable properties, you can con-
sider creating a trust for better estate 
planning. In this case, the trust will be 
authorized to act on your behalf if some-
thing happens to you within specified 
conditions.

One may wonder about the role of a 
nominee in case someone gets incapaci-
tated. In the existing scenario, a nomi-
nee has no role to play in it unless she has 
the PoA in her favour. Without a court 
guardianship certificate, nobody can 
access a living person’s assets. However, 
Sebi on 2 February released a consulta-
tion paper on nomination in which it has 

How to access assets when 
breadwinner is incapacitated

Sebi has proposed giving more powers to nominees in case the asset owner is incapacitated

WHAT'S THE FOREX RATE?
Whether you are planning 
overseas travel or want to 
send money abroad, it is 
always a good idea to shop 
around for the best forex 
exchange rate. From banks, 
travel aggregators to money 
changers, various small and 
big players sell foreign 
exchange. To simplify your 
work, here is a list of INR to 
USD forex rates offered by 
some of the major banks 
and travel aggregators. We 
recommend that you also 
check the commission being 
charged by these players to 
ensure that you are getting 
the best deal.

Compiled by BankBazaar.com 

Note: Data collected from website of respective entities as on 7 February 2024; Rate denotes INR/USD; Rates are as 
mentioned on the website of the bank/FI and it may vary according to different amount slabs; *Telegraphic Transfer (TT) 
buying and selling rates used. 
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I
 recall a circular issued by the Securities and Exchange Board of 
India (Sebi) towards the latter half of 2007, suggesting that asset 
management companies—those running mutual fund (MF) 

schemes—introduce a concept called ‘direct plans’, which allowed 
for a lower cost to investors who do not need an MF distributor to 
make and manage their investments. That became law only in Jan-
uary 2013, a few weeks before the issue of the registered invest-
ment advisor (RIA) regulations.

What did this mean for investors? Those who understood where 
and when to invest (and also when to exit) and, hence, did not need 
any type of advice or hand-holding could avoid paying the costs of 
intermediation, which was largely equal to the commission distrib-
utors got. The returns that such investors made on their invest-
ments were obviously higher than that of those who paid the cost 
of intermediation.

The investors of RIAs who paid fees for the advice did not want 

to be charged double the amount and would ideally have invested 
in direct plans. However, the data of investment, namely the units 
allotted and cost-per-unit, would be accessible only to investors. 
For RIAs to receive this information and consolidate the statement 
would have been cumbersome, and there would need to be manual 
interventions to ensure such statements were up to date. This 
problem was resolved after an October 2018 circular from the 
Association of Mutual Funds in India allowing the feeds of direct 
plans to be received by RIAs based on specific consent from an 
investor. Of course, the process was smoothened only after about 
a year as cases were resolved with trial and error.

Two types of direct investors
While the cost structure of direct plans is defined—cheaper than 

the regular plans that banks or MF distributors offer—what mud-
dles the mix when analysing the impact of direct plans is that it 
includes both types of direct investors—those who need no advice, 
and those who are dependent on, and pay for advice.

So, what is the issue? For the regulator, investor and the RIA, it 
is essential to track the behaviour of investors and determine the 
value-add from the intermediary. Did investors who were advised 
behave differently from the ones that went “direct” when the mar-
kets fell in a heap during the onset of the pandemic? Was there 
value for the fees that the investor paid?

Financial planners who are a subset of RIAs, as per the regula-
tion, know too well that creating an elaborate financial plan and 
offering advice is not enough—what is essential is that the investor 
acts on such advice. A few days ago, I read an article in another pub-

lication that analysed how direct plans were growing, but ignored 
the fact that they were also the cheaper plans, which may be 
advised by RIAs.

What’s the solution?
It is obvious that the purposes of the two types of investments, 

currently named as direct for both, are poles apart—one is self-di-

proposed to give more powers to nomi-
nees of incapacitated people, suggesting 
that they can act on behalf of the latter. 
The suggestions are in the context of 
shares, bonds, units of mutual funds, 
real estate investment trusts (REITs), 
alternative investment funds (AIFs) and 
other securities held in dematerialized 
form.

Sebi has suggested that in case of a 
single nominee of an incapacitated 
investor, she will be authorized to con-
duct transactions. In case of multiple 
nominees, the investor can specify 
which nominee will be authorized to 
conduct transactions.

If the incapacitated investor has the 
‘capacity to contract’, then power of 
attorney or a mandate let-
ter or authorization letter 
may be used. If the inca-
pacitated person lacks the 
‘capacity to contract’, a 
guardianship certificate 
from a court would be 
required. In both cases, a 
doctor’s certificate, in-per-
son verification by the rel-
evant depository or regis-
trar, the thumb impression of the inves-
tor instead of her signature, and online 
login credentials will be needed.

How is this different from the existing 
scenario? Currently, court guardianship 
is crucial for nominees or legal heirs to 
transact on behalf of the incapacitated 
investor. As per Sebi’s proposals, if the 
owner has the capacity to contract, one 
does not have to get court guardianship. 
In the existing scenario, even with court 
guardianship, one can only partially 
redeem investments. If the proposals 
are accepted, the nominee will be able to 
conduct transactions on behalf of the 
investor. It is to be noted, on selling 
assets, the proceeds will go to the 

owner’s linked bank account. The nomi-
nee will have to follow banking regula-
tions to withdraw funds from the bank 
account.

Are Sebi’s proposals in the right 
direction?

The intent is right, but there could be 
consequences. “If a nominee sells the 
securities in the demat account and 
redeems the mutual fund investments, 
it means it has assumed the stature of the 
deemed investor even though the inves-
tor is alive, though incapacitated,” says 
Rajat Dutta, founder and initiator, 
Inheritance Needs Services.

He cautions that this may lead to care-
takers, caregivers and servants having a 
field day while taking care of the elderly 

while their children are 
overseas and they are 
alone. “Such a regulation 
would catalyse fraud and 
may tantamount to a bac-
door entry to succession 
through the nomination 
route,” he adds.

Vikash Jain of Share 
Samadhan expresses con-
cerns over the require-

ment of power of attorney when the 
incapacitated person has the capacity 
to contract. “Sebi hasn’t specified 
whether it is special PoA or regular. It 
seems to be the latter. It would be best 
if Sebi only permits registered PoA the 
way it is mandatory for immovable 
properties. A general PoA which is 
notarized or merely attested by an 
authority or authorization letter or 
mandate letter may create unneces-
sary disputes in courts among nomi-
nees or between other legal heirs and 
nominees”.

That said, experts advise that the Sebi 
should limit the scope of ‘conducting 
transactions’ on behalf of an incapaci-

A simple solution 
is having a joint 
holding with a 
reliable family 

member with an 
‘either or 

survivor’ clause
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tated person. “The nominee should not 
get a free run, otherwise the interest of 
the investor and their legal heirs or ben-
eficiaries will get compromised,” says 
Dutta.

A better approach would be standard-
izing the procedure across financial 
entities for all types of incapacity. “A 
uniform process for nominations and 
claims in cases of incapacity is crucial. 
Sebi should ensure that financial insti-
tutions are equipped with well-trained 
staff and effective procedures to authen-
ticate and process such requests effi-
ciently, balancing security with simplic-
ity.” says Agrawal.

Most importantly, simplifying the 
process of obtaining court guardianship 
needs attention. 

“While the Sebi consultation intends 
to simplify account operation in cases of 
incapacity, it should also address the 
complexity of obtaining court guardian-
ship certificates,” he says.

Since court guardianship is a time-
consuming process and involves physi-
cal presence of a senior official from the 
financial institution concerned, 
Vemulkar recommends it be replaced 
with two medical certificates. “One by 
the treating doctor and another by an 
independent doctor. The role of a finan-
cial institution should be limited to veri-
fying the identity of the nominee,” he 
says.

The regulator has sought public com-
ments on its proposals before 8 March.

Consider a joint ownership, condi-
tional power of attorney or a trust to 
make things easier in case you suddenly 
go into a vegetative state. 

For foolproof estate planning, com-
bine it with a will so that your near and 
dear ones can claim the money expedi-
tiously, with minimal paperwork, after 
you are gone.

Power of attorney (PoA) in favour of a trusted person can ensure your assets remain accessible to your family.

Too unwell to conduct financial transactions?

The issue 

Incapacitated 
people cannot 
operate their assets 

No uniform procedure 
to access money by 
family members 

Different types of 
incapacity involve 
different rules 

Obtaining court 
guardianship is complex 
and time-consuming 

What you can do now

Create power of attorney

DECIDE the reason for making the 
PoA (Illness, physical limitations, 
onset of mental illness, etc)

LIST assets and powers to be assigned

APPOINT the person you want to 
give powers to

APPROACH a legal practitioner 
(lawyer/estate planner/consultant)

GET the document drafted

ENSURE freedom to take the powers 
back/revoke them

ADD conditions for PoA to come into 
effect

CHECK specific stamping 
requirements concerning real estate

CHECK stamp duty, registration, 
witness and document requirements

EXECUTE the PoA by visting the 
sub-registrar's office along with holder 
and 2 witnesses

KEEP the document in safe custody
Donor: Who gives the PoA. Holder: Who receives the PoA Source: SOLUFIN

Charges involved 
(Maharashtra)

Stamp duty �500

PoA 
registration �100
Actual charges will be 
much higher considering 
lawyer/advisor/agent fees

What Sebi has proposed 

Nominees can conduct 

transactions on behalf of investors

is in 

'capacity to 

contract'

PoA/mandate 

letter/

authorization 

letter 

Doctor’s certificate, in-person 
verification by relevant 

depository or registrar, thumb 
impression of investor

Court 

guardianship 

certificate

is not in 

'capacity to 

contract'

And

When the incapcitated investor

Documents needed 
Draft of the PoA

Identity proof*

Address proof*

Photographs*

Proof of property (in 
property-related PoA)

*For donor, holder 
and 2 witnesses
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Abhishek Bondia

How does the implementa-
tion of a 100% cashless net-
work affect my current 
health insurance cover-
age? Will my premiums 
increase as a result? What 
is the relevance of the net-
work hospital of my 
insurer now if all hospitals 
have become cashless. 
Additionally, can the ser-
vice quality be expected to 
remain consistent across 
all insurers in light of this 
change?

—Name withheld on request

Going 100% cashless is a 
very positive development 
taken by the regulator. This 
allows policyholders to avail 
cashless treatment across 
many hospitals and comes at 
no additional cost. 

So, your premium would 
not increase. To avail this facil-
ity, the policyholder is 
required to intimate the 
insurer 48 hours in advance, 
giving it sufficient time to 
make arrangements with the 
hospital.

The network of an insurer 
represents the list of hospitals 
with pre-existing tie-ups. This 
allows for direct settlement 
between the insurer and the 
hospital, on an agreed tariff. 
An existing arrangement 
would also allow for faster 
turnaround of cashless 
approval. Also, the agreed tar-
iff is generally lower than the 
open tariff of the hospital. The 
lower tariff gets passed onto 
the policyholder as a lower 
utilization of their sum 
assured.

Will going 100% cashless raise 
my health insurance premium?
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rected, while the other is dependent on the RIA. There is a simple 
solution: create a new term, ‘advised plan’, which can be used for 
investments made through RIAs. The net asset value can be the 
same as a direct plan, but the questions raised could be answered.

It will also answer a question I often get asked from new inves-
tors when I suggest that as an RIA, we shall invest in direct plans of 
Sebi-administered financial products: “Will I have to do it all by 
myself?” It is a small tweak that will result in more than commensu-
rate benefits. Of course, a smart investor recognizes that advised 
plans are cheaper, transparent and the honest way to go, if only 
they could find a reliable investment advisor.

Unfair advantage for PMS/AIF?
Sebi has made it clear that the difference between the costs of 

regular and direct plans of MFs is equal to the commission paid to 
a distributor. The RIA’s role stretches well beyond investment 
products to include risk protection, cash-flow and estate planning. 
In investment products, RIAs would recommend not only MFs, but 
also bonds, portfolio management schemes (PMS) and alternative 
investment funds (AIF) for larger portfolios. Why should these 
product manufacturers benefit at the cost of an investor? At the 
heart of it, the RIA acts as a fiduciary in the interest of investors—let 
us make a start by ensuring that all PMS and AIF product manufac-
turers follow the lead of MFs in providing a clean and fair pricing 
mechanism of advised plans to their investors. Today, only some 
do. Is Sebi listening?

Lovaii Navlakhi is managing director and chief executive officer 
of International Money Matters, an RIA firm .

TOWARDS FAIRER INVESTMENT PRACTICES: A CALL FOR EMBRACING ‘ADVISED PLANS’  
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