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Sebi norms ease investment
access for the incapacitated

The new rules aim to simplify nominee access to investor accounts, but raise fresh concerns
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(Sebi) has rolled out revamped rules
that allow nominees to manage the
accounts of physically incapacitated

incapacitated person

investors without requiring a power of
attorney (POA). Announced on 10 Jan-
uary, these rules aim to provide families
with a financial safety net. However,
experts warn of limitations and poten-
tial challenges.

Easing access but with caveats

Sebi's new guidelines allow single-
holding investors to authorize one
nominee (excluding minors) to operate
their accounts if they are physically
incapacitated but still mentally capable
of contracting. Redemption proceeds
are credited directly to the investor’s
linked bank account.

However, nominees cannot update
bankaccounts or contact information.
Additionally, the provisions exclude
investorsin critical conditions, such as
coma or on ventilators. While this is
one of several revamped rules designed
to help mutual fund and demat account
holders manage their investments dur-
ing sudden illnesses or death, experts
warn the rules may lead to unintended
consequences.

“Redemption by anominee operat-
ingonbehalfofan incapacitated asset
owneris prone to abuse; policing of the
same could be ahuge challenge for the
Sebi and humongous work for the
depository participants (DPs) and asset
management companies (AMCs)," said
Rajat Dutta, founder of Inheritance
Needs Services.

This may lead to an increase in com-
plaints filed through Sebi's Complaint
Redress System (SCORES), with online
dispute resolution (ODR) becoming the
logical recourse, Dutta said. He also
raised concerns about Sebi’s safeguard
requiring redemption proceeds to be
credited to the investor’s linked bank
account. This offerslittle protection if
the nominee is a joint holder in the
linked account, Duttanoted.

Even genuine cases may face road-
blocks. According to the Reserve Bank
of India (RBI), banks require a POA or
mandate to grant nominees access to
funds. This misalignment between
Sebiand RBIrules could leave families
without recourse.

Certified financial planner Viresh
Patel emphasized the need forregula-
tory harmonization. "The issue will
remain unresolved unless RBI takes a
similarstance. We need an aggregator
regulator acting asabridge between all
regulators from Sebi, RBI, Irdai (Insur-
ance Regulatory and Development
Authority of India), PFRDA (Pension
Fund Regulatory and Development
Authority), Cert-In (Indian Computer
Emergency Response Team) or MeITY
(ministry of electronics and informa-
tion technology). The finance ministry
should consider forming a JPC (Joint
Parliamentary Committee) so that
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wherever a law is amended, the JPC
willrecommend a change," Patel said.

Joint holdings and succession
challenges

Sebi's revamped rulesalso introduce
complexities in joint ownership sce-
narios. Consider a case where three sib-
lings jointly hold an investment, and
one sibling passes away. Even if the
deceased sibling has bequeathed his
sharetoachild in their will, Sebi’s rule
states that the survivingjoint holders,
in this case surviving siblings, automat-
ically become ownersof the deceased’s
share of the assets. However, experts
said the markets regulator needs to
clarify what happensifthe investor has
created awillleaving her share of assets
to herlegal heirs.

Vishal Dhawan, founder and CEO of
Plan Ahead Wealth Advisors, advises
investorsto carefully con-
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no clarity,” Dutta remarked.

Sebialso introduced new provisions
for handling the transmission of joint
accounts or folios to nominees. After
the transmission, nominees can either
continue asjoint holders with the other
nominees or choose to open individual
accounts or folios for their respective
portions. For accounts or folios with
multiple nominees, Sebi clarified that
when part of the account is transmitted
to certain nominees while other por-
tionsremain unclaimed, the depository
participant (DP) or asset management
company must allow unclaimed por-
tions toremain in the existing account.
However, no transactions will be per-
mitted in the accounts but eventual
transmission to remaining nominees.
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them pass away. In such cases, Sebi
mandates that the legal heir of the
youngest joint holder will inherit the
investments. It can lead to disputes,
especially when joint holders are not
family members.

“Why should the legal heir of young-
estjoint holder become the sole benefi-
ciary of the entire investment? This is
unfair to heirs or beneficiaries of the
otherjoint holders. Joint holders could
alsobe business partners or friends. It
will create unnecessary hurdles in the
legacy and succession process. There s

December, while Irdai
permits three nominees.

This expansion makes the markets
regulator unique amongall otherregu-
lators, but it also comes with challen-
ges, said Dutta from Inheritance Needs
Services. “This calls for huge software
expenditure on part of the DPs and
AMCs. Asset owners will be confused as
there is no parity among financial
products,” Dutta added.

Dhawan said the expanded nomina-
tionlimitisaway toreduce inheritance
disputes. “Investors may want to dis-
tribute wealth amongalarge number of
people, but the limitation of having not

the youngest holder*
*According to the rules of intestate succession
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more than three nominees putsa chal-
lenge. The solutionisin creating a will,
but not many people do it. The
revamped rule will allow investors to
have up to10 nominees,” said Dhawan.

Streamlining documentation

The Sebi circular also simplifies the
nomination process by standardizing
requirements.

Tonominate, investors must provide
one of the following: a PAN, driving
licence number, or the last four digits of
an Aadhaar number (only the number,
not the documentitself). Additionally,
nominees' full contact details—resi-
dential address, email address, tele-
phone/mobile number—along with
their relationship to the investor and
date of birth (if the nominee is a minor)
arerequired.

Forasset transmission to registered
nominees, the regulated entity will
only need a self-attested copy of the
deceased investor’s death certificate
and the nominee’s updated or reaf-
firmed KYC details. Sebi has empha-
sized that no additional document:
tion, such as affidavits, indemnities,
undertakings, attestations, or notariza-
tions, should be sought.

This measure eliminates inconsist-
encies where AMCs enforced theirown
transmission rules, creating unneces-
sary hurdles for nominees. To ensure
readiness, AMCs and depositories must
report their preparedness to Sebi by 20
February and implement the revised
rulesby1March.
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