VARIED STANDARDS
AMONG BANKS
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of us leave behind a trail of unused
accounts when we switch jobs, move from
one city to another, or because we never
get around to closing the accounts that we
no longer need.

Why account becomes inactive
If no transaction — credit or debit other
than crediting of periodic interest or deb-
iting of service charges — takes place in
your savings account for more than 12
months, the account becomes inactive.
And if the period exceeds 24 months the
account is declared dormant or inopera-
tive. The exact period after which a bank is
declared inactive or dormant varies
from one bank to another. For instance, -
ICICI Bank declares an account inac-
tive after 15 months and dormant af-
ter 18 months. Punjab National Bank
and Barclays, on the other hand,
declare it as dormant after just six
iand three months respectively.
The inconvenience

Once an account turns inactive or
dormant, you can’t perform several opera-
tions. In case of an inactive account you
cannot request that a cheque book be is-
sued. Once an account turns dormant, the
number of restrictions increases even fur-
ther. You can’t request that a cheque book
be issued, the address be changed, the sig-
nature be modified, a joint holder be
added or deleted, or an ATM/debit card
be renewed. You will also not be able to
withdraw money from an ATM or carry
out any transaction either through inter-

Better-paying options

Mostly accounts turn inactive due to
lethargy, lack of time, and so on. If the
idea is to earn interest on money that you
don’t need in the near future, other op-
tions are available rather than letting it
languish in a savings account where it
earns a mere 3.5 per cent return.

SAVINGS CUM FIXED DEPOSIT ACCOUNT. If
you wish to keep the money in the bank it-
self, then you can opt for a two-in-one ac-
count where any surplus above

a certain level gets auto-

matically swept into a fixed deposit ac-
count. Besides offering a higher rate of re-
turn, such an account offers the advantage
of complete liquidity: you may withdraw
the funds (above the bare minimum that
you must maintain in the account) any-
time you wish to.

LIQUID MUTUAL FUNDS. This is another at-
tractive option for short-term funds. One
can earn 5-6 per cent net of tax in these
funds. Says Vishal Dhawan, a Mumbai-

® Keeping many bank accounts breeds
confusion while calculating your income at
the time of filing income tax. Interest
earned is taxable at the marginal rate.
“People should minimise the number of
accounts they keep as it creates a problem
in reporting interest earned at the time
of filing taxes,” says Vishal Dhawan, a
financial planner.
® If you are not using your bank account
regularly, you may not come to know that
your bank has raised the minimum bal-

ance requirement and slapped penalty
charges on you. You may end up having an
account with debit balance.

So, if you do not intend to use an ac-
count, close it. Write an application with
your account details and submit it to the
bank. The account is closed on the spot.

How to reactivate an account
To reactivate an inactive account you need
to conduct a transaction by cheque or
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ATM. In case you have other active ac- .
counts, you could send the bank a secure
message from your Personal Internet
Banking ID instructing it to debit Re 1
from this account to another.

To reactivate a dormant account, sub-
mit a formal application to the bank stat-
ing the reason for your absence, and pro-
vide a photo identity proof. Your
signature will be verified by the autho-
rised bank personnel. The bank may even
charge you a small fee for reactivating
your account. For instance, Barclays Bank
charges Rs 250 plus service tax. Most pub-
lic sector banks and co-operative banks
have waived off the reactivation charge as

per RBI guidelines.

: In case you have not maintained
the average minimum quarterly
balance during your absence, you
will have to the pay a penalty. SBI
charges Rs 200 per quarter for not
maintaining the minimum balance
of Rs 1,000. The account usually

 gets activated within 24 hours.

* To nip this problem in the bud, keep us-
ing your account before it turns mactlve
or dormant. Carry out a transaction once
in awhile in all your accounts if you want to
escape bearing the penalty or having to
run to the branch to reactivate the ac-

‘count. At least once a year, carry out a

transaction: withdraw cash, transfer funds
through any of the banking channels, or
make a cheque payment to ensure that
your account remains active. €
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