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How the proposed banking law
amendments would affect you

New rules are aimed at easing claim process for the bereaved family and reduce unclaimed funds in the system

anilkumar poste@livemint.com
MUMBAI

he Banking Laws (Amend-
ment) Bill, 2024, which
allows bank account hold-
erstohave up to fournomi-

Understanding the new bank nomination amendment

The recently proposed amendment now allows you to have 4 nominations in your bank.

What was the previous rule?

Bank accounts (savings/fixed deposits/recurring deposits):

Only 1nominee allowed.

nees, marks a -
shiftin how money invested in bank-
ing products by an individual can be
managed and distributed after the
person'sdemise.
Thebill, passed by the Lok Sabhaon
3 December, says nominees are only
custodians and safekeepersrepresent-
ingthebeneficiaries (ifthereisa testa-
mentary document like Will/Trust
deed)and heirs (in theabsence of ates-
tamentary document). They are not
owners. But nomination isimportant
asitaids the process of inheritance.
Rajat Dutta, founder of Inheritance
Needs, said this change is aimed at
providing opportunities to family
members of the deceased to ensure

with pi

rules: Single nominee

P Assets couldn't be transferred if the nominee predeceased

the account holder.

P Legal delays arose without a secondary nominee or will.
» Unclaimed assets were transferred to DEAF* after 10 years.
» Caused family disputes and confusion.

What does the amendment say?
Bank accounts: Up to 4 nominees, with 2 options:
Joint nomination: Assign specific ratio (example, 50% to wife,

30% to son, 20% to daughter).

Successive nomination: Assets pass to the next nominee if the
previous nominee is deceased (example, wife % son < daughter).

Need for uniform
nomination rules

Current issue: Different formats
across financial assets.

CASE STUDY
Previous rule

Mr. A has a
bank account

Mr. A passes

away, but his son

The bank cannot release
funds easily, causing legal
disputes and delays for
the family.
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The existing rules allow savings Insurance son and daughter.
account and fixed deposit holders to Bank 3
registeronly one nominee. Ho\\'ever Option & Optlon z
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the case ofajointly held vault (lOCkEl )
The amendment addresses the

issue ofunclaimed funds in the bank-

ing system. Mzmagmv‘ uncl l..umed

P Standardize nominations across all

products.
P Uniform rules will streamline

inheritance and asset transfer to heirs.

If Mr. A passes away, the

wife inherits 100% of the per the specified ratio:
assets. Wife (50%), son (25%), o,
If the wife is not alive, the  daushter (25%) S

son inherits. If both are

moneyisaburdenonthe

tem. The amendment will curb lhe
asset flowto the DEAF and ensure they
reach the family of the deceased (heirs
orbeneficiaries)," Dutta said.

For example, if earlier Mr A’s
spouse was the sole nominee, she
wouldreceive the fundson hisdemise.
However, if his spouse pl(d(((dstd
him, the i

*DEAF: Depositor Education and
Awareness Fund

Established in 2014, it houses
unclaimed balances from accounts
inactive for over10 years.
Th(' proposed changes
llow up to four nomis

IfMrAhad a Will, the claimant would
need to prove its legitimacy. In the
absence of a Will, the court would
identify the heirsand their shares.

In case of no claim or resolution, Mr
A'sassets would move to the Reserve
BankofIndia's (RBI's) Depositor Edu-
cation and Awareness Fund (DEAF).

b.mk accountsand fixed deposits, with

deceased, the daughter
inherits.

sumed to be equal. For example, if Mr
Anominates hismother, wife, sonand
daughler he can allocate specific

mother is deceased, then her

Assets are divided as

If a nominee dies, his or her share will
be redistributed according to the
applicable ratios.

PARAS JAIN/MINT
nees. The first nominee inherits 100%
of theassets. Ifthe first nomineeisno
longeralive, the second gets priority,
followed by the third, and so on. This
aids in easing the cash flow require-

Take, forexample, the case of Mr B,
asenior citizen who is under elderly
careand hisonly daughteris married
and settled overseas. As of now, Mr B
has named his daughter the sole nomi-
nee. Thenewamendment givesMrB
the flexibility to name his caretaker a
Jjointnomineeat 5% and hisdaughter
at 95%. With this, Mr B is securing
himselfagainstany possible malprac-
tice upon his demise.

The importance of testamen-
tary documents

While the amendments empower
account holderswith robust nomina-
tionoptions, Willsremain the ultimate
document of authority. As Duttasaid,

“Nomineesare notownersbut L\lslo-
dians of the heirs or beneficiari

Ifa Will specifies a beneficiary dif-
ferent from the nominee, the nominee
islegallybound to transfer the assetsto
the Will'sbeneficiary. Forinstance, if
MrAnames his caretakeras the nomi-
nee forhisbank account butspecifies
inhis Will that the fundsshould go to
his son, the caretaker is legally obli-
gated to transferthe fundsto the sonas
per the Will. If the nominee fails to
handover thea
legal recourse.

In cases where no Will exists, the
inheritance will follow the applicable
S sion law

Need foruniformrules

Dutta pointed out the importance of
adopting uniform nomination rules
acrossall financial productslike bank
products, mutual funds, life insurance
policies, and demat accounts.

He said astandardized approach to
nominations would simplify the
inheritance processes, makingit eas-
ier for heirs to claim assets while also
reducing the administrative burden
on each of the counterparti
banks, asset management companie: s.
insurance companies, etc.

s, the heirscan seek

f!
50%will be distributed to hi

mentsofthel 1 family pending

two options: Joint ion and
ve nomination.

Joint nomination: This option
enables account holders to assign a
specific percentage of entitlement to
each nominee (up to four). If no per-
centage is specified, shares are pre-

hisson, and hisdaughterin theratio of
30:10:10. Thus, the derived distribu-
tiontobe followed by the bank among
surviving nominees would be: Wife
10%, son 30%, and daughter 30%.
Successive nomination: This
provides a clear chain among nomi-

fonof the Willor theres-
olution as per the succession law.
“Althougha Will overridesnomina-
tions, the new rules ensure quicker
accessto funds for the bereaved fam-
ily,” Duttasaid, adding that the change
isa“boon for the strugglingelderly”.
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