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In the global banking landscape, the transition of an account from an active state to a dormant or inoperative status
represents a significant regulatory and operational milestone. For corporate entities, trust accounts, and non-profit
organizations, the reactivation of these accounts is not merely a matter of submitting a request; it requires a formal
legal instrument known as a Board Resolution. This technical article provides an in-depth analysis of the
procedural requirements, legal frameworks, and strategic considerations involved in reactivating dormant bank
accounts through formal corporate governance.

Understanding the Lifecycle of Bank Account Dormancy

Account dormancy is a risk-mitigation strategy employed by financial institutions to prevent unauthorized
transactions on accounts that have shown no activity over a prolonged period. While specific timelines vary by
jurisdiction and internal bank policy, the standard threshold for inactivity is typically 12 months, after which the
account is flagged as dormant or inoperative if no transactions occur for 24 months.

The classification of an account as dormant triggers a series of restrictive protocols. These include the suspension
of ATM withdrawals, internet banking access, and check clearing. From a technical perspective, the bank’s core
banking system (CBS) automatically updates the account status code, requiring manual intervention from senior
bank officials to override the restriction once compliance criteria are met.

The Regulatory Rationale for Dormancy

Regulators, such as the Reserve Bank of India (RBI), the Federal Reserve, or the Bangko Sentral ng Pilipinas
(BSP), mandate dormancy protocols to curb money laundering (AML) and financing of terrorism. Dormant accounts
are often targets for internal and external fraud, as the account holder is less likely to monitor statements regularly.
Therefore, reactivation requires a stringent Know Your Customer (KYC)refresh, ensuring that the entity and its
authorized signatories are still legitimate and operational.

The Theoretical Framework of the Board Resolution

A Board Resolution is a formal document that records the decisions made by a company’s Board of Directors.
When reactivating a bank account, the resolution serves as the primary legal evidence that the corporation has
authorized the specific action. It provides the bank with a clear mandate, identifying who is authorized to operate
the account and under what conditions.

Key Legal Elements of the Resolution

To be legally binding and acceptable to financial institutions, a Board Resolution for account reactivation must
contain several critical components:

« |ldentity of the Entity: The full legal name of the corporation, registration number, and registered office address.
e Account Specifics: The specific bank account number and the name of the branch where the account is held.
e The Preamble: A "Whereas" clause stating that the account has become dormant and that the board has



determined it is in the company’s best interest to reactivate it for operational purposes.

e The Mandate: A clear statement resolving that the account be reactivated.

e Authorized Signatories: A detailed list of individuals (often identified by name and designation) empowered to
sign the reactivation documents and operate the account post-reactivation.

e The Certification: A statement by the Company Secretary or a Director certifying that the resolution was
passed at a validly convened meeting where a quorum was present.

Technical Analysis: The Reactivation Workflow

The process of moving an account from a dormant status back to an active status involves a multi-step workflow
that integrates legal, compliance, and operational layers. Below is a breakdown of the technical procedure.

Step 1: Internal Governance and Meeting Minutes

Before the resolution is drafted, the board must meet (either physically or via circulation) to discuss the financial
status of the entity. The Minutes of the Meetingserve as the source document for the resolution. Technical writers
and legal officers must ensure that the wording in the resolution matches the intent recorded in the minutes to
avoid discrepancies during the bank's audit process.

Step 2: Drafting the Resolution Document

The drafting phase requires precision. Any ambiguity in the names of signatories or the scope of their authority can
lead to a rejection by the bank’s legal department. For instance, the resolution should specify whether the account
will be operated singly, jointly, or severally.

Step 3: Submission and Verification

Once the resolution is signed and stamped with the corporate seal, it is submitted to the bank along with updated
KYC documents. The bank’s compliance engine will verify the signatures against the existing records. If the
signatories have changed since the account became dormant, a more rigorous verification process, including In-
Person Verification (IPV), may be required.

Comparison of Account Statuses and Implications

It is vital for financial officers to distinguish between various restricted account statuses. The following table
provides a comparative analysis of these states.



Feature Inactive Account Dormant Account Unclaimed/Escheated

Account

Time Threshold 12 Months of no transaction 24 Months of no transaction Typically 10+ Years (varies
by law)

Transactional Ability Limited (e.g., no ATM) Strictly prohibited Transferred to Government/

Central Bank

KYC Requirement Standard update Full Re-KYC and Board Legal petition for recovery
Resolution
Interest Accrual Continues to accrue Continues to accrue Ceases or transferred to
state
Reactivation Complexity Low High Extreme

Technical Components of a Board Resolution Template

While templates vary, a robust Board Resolution for reactivating a dormant account should follow a structured
format. Below is a conceptual breakdown of the necessary sections.

The Header and Identification Section

The resolution must be printed on the Official Letterhead of the company. It must include a Resolution Number
for internal and external tracking. This helps the bank’s document management system index the record correctly.

The Operative Clauses

The core of the document uses specific legal jargon to ensure clarity. Common phrases include:

¢ "RESOLVED THAT the dormant bank account no. [X] maintained with [Bank Name] be and is hereby
reactivated.”

¢ "RESOLVED FURTHER THAT [Name/Designation] be and is hereby authorized to execute all such
documents and deeds as may be necessary for the purpose of reactivation.”

¢ "RESOLVED FURTHER THAT a certified true copy of this resolution be furnished to the Bank."

Case Study: Reactivation Challenges in Trust and NGO Accounts

In many jurisdictions, such as India or the Philippines, accounts held by Rural Health Units, NGOs, or Professional
Fee Pools (as seen in the JSON data regarding Resolution 238 S. 2021) face unique challenges. These accounts
often involve public or trust funds, meaning the "Board" might be a local council or a committee of trustees.

Common Failure Modes

1. Signatory Turnover: In long-dormant accounts, the original signatories may have retired or passed away. The
resolution must therefore not only request reactivation but also formally rescind the authority of old signatories and
appoint new ones.

2. Incomplete Minutes: Banks often require the specific page of the minute book where the resolution was
recorded. If the minutes are not maintained according to statutory standards, the reactivation will be stalled.

3. Seal Validity: For corporate entities, the absence of a clear Common Seal or Company Stamp on the
resolution can lead to immediate rejection in traditional banking environments.



Risk Management and AML Compliance During Reactivation

Banks view the reactivation of a dormant account as a High-Risk Event. From an algorithmic perspective, the first
few transactions following reactivation are often flagged for manual review. This is because dormant accounts are
frequently used for "layering” in money laundering schemes—where an account is kept quiet for years and then
suddenly used to move large sums of money.

The KYC Refresh

Reactivation requires the submission of updated Beneficial Ownershipinformation. This ensures that the
individuals controlling the corporation have not changed without the bank’s knowledge. Technical documentation for
this includes:

¢ Updated Certificate of Incorporation or Business Permit.

¢ Recent Utility Bills (for address verification).

« ldentity proofs for all active directors and signatories.

e A recent General Information Sheet (GIS) or equivalent filing.

Strategic Recommendations for Corporate Entities

To avoid the administrative burden of account reactivation, companies should implement automated financial
triggers. A small, scheduled transaction (such as a monthly interest transfer or a minor utility payment) can keep an
account in "Active" status indefinitely.

Financial Impact Analysis

The cost of dormancy is not merely administrative. Dormant accounts often incur Dormancy Fees which are
deducted from the principal. Furthermore, if the funds are moved to an "Unclaimed"” fund (Escheatment), the entity
loses the Opportunity Costof those funds, which could have been invested in high-yield instruments. For large
organizations, the total cost of managing dormant accounts across multiple subsidiaries can reach significant
figures annually.

Conclusion and Operational Synthesis

The reactivation of a dormant bank account is a critical intersection of corporate law, banking regulation, and
operational discipline. The Board Resolutionstands as the gatekeeper of this process, providing the necessary
legal authorization to bridge the gap between a restricted and an active financial state. For technical writers and
corporate secretaries, precision in drafting these resolutions is paramount to ensure seamless integration with the
bank's compliance workflows.

By understanding the regulatory triggers for dormancy and the technical requirements for a valid resolution,
organizations can mitigate the risks of financial stagnation. Effective management involves not only the reactive
step of drafting resolutions but also the proactive step of maintaining account activity through strategic transaction
planning. As global banking standards continue to evolve under the pressure of AML and KYC mandates, the role
of formal corporate instruments like the Board Resolution will only increase in significance, serving as a pillar of
transparency and accountability in the financial ecosystem.
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