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In the complex ecosystem of corporate finance and municipal treasury management, the operational status of 

banking facilities is a critical component of liquidity management. When a bank account remains inactive for a 

specified period—typically ranging from 12 to 24 months depending on the jurisdiction and banking institution—it is 

classified as dormant. Reactivating these accounts is not merely a matter of a simple request; it requires a 

rigorous adherence to corporate governance protocols, specifically the issuance of a formal Board Resolution or 

a Secretary's Certificate. This article provides an exhaustive technical analysis of the reactivation process, the

legal framework governing dormant accounts, and the procedural mechanics required to restore financial

functionality to inactive corporate assets.

Understanding the Lifecycle of a Bank Account: From Active to Escheated

To manage banking assets effectively, financial officers must understand the technical progression of account

statuses. Banking institutions utilize automated systems to monitor transaction velocity. When an account fails to

register customer-induced transactions (such as deposits, withdrawals, or electronic transfers) for a defined

duration, it undergoes a status transition.

1. Inactive Status

An account is usually flagged as inactiveafter six months to one year of zero customer-led activity. At this stage,

the bank may restrict certain automated features, such as ATM withdrawals or online transfers, while still allowing

incoming credits. However, internal charges (bank fees) do not count as activity.

2. Dormancy Status

Dormancy is a more severe classification. Once an account reaches the threshold of dormancy (often two years of 

inactivity), the bank moves the funds to a general ledger for dormant accounts. The Know Your Customer (KYC)

profile of the account holder is considered expired, and the bank is legally obligated to heightening its due diligence

before allowing any further transactions.

3. Escheatment and Unclaimed Balances

If an account remains dormant for an extended period—typically five to ten years depending on national laws like 

the Unclaimed Balances Act—the funds may be remitted to the National Treasury. This process, known as 

escheatment, effectively transfers the asset to the state, making recovery significantly more difficult and legally

intensive.



Account Stage Duration of Inactivity Operational Impact Reactivation Requirement

Active 0 - 6 Months Full Functionality None

Inactive 6 - 24 Months Restricted Outward 
Remittance

Basic Identity Verification

Dormant 2 - 10 Years Zero Transaction Capability Board Resolution & Full 
KYC Refresh

Escheated Over 10 Years Funds Transferred to State Legal Petition to Treasury

The Legal and Regulatory Framework for Reactivation

The requirement for a Board Resolution to reactivate a dormant account is rooted in the principles of corporate 

law and the Anti-Money Laundering (AML)framework. Because a dormant account represents a high risk for

identity theft or unauthorized fund diversion, banks require explicit proof that the legal entity (the corporation or

municipality) has formally authorized the reactivation.

The Role of the Board of Directors

In a corporate setting, the Board of Directors holds the ultimate fiduciary responsibility. A bank cannot accept a

request from a single employee or even a CEO without a resolution passed during a formal board meeting. This

ensures that the decision to move potentially large sums of money is transparent and documented in the corporate

minutes.

Municipal and Government Protocols

For government entities, such as the Provincial Government of Guimaras or the Municipality of Balaoan 

mentioned in technical records, the process involves legislative action. A resolution must be passed by the local 

council (Sangguniang Bayan or Panlalawigan) authorizing the City or Provincial Treasurer to act as the official

representative in the reactivation process.

Anatomy of a Board Resolution for Account Reactivation

A Board Resolution is a formal document that records the decisions made by a board of directors. For banking

purposes, it must contain specific technical elements to be considered legally binding and acceptable to the bank's

compliance department.

Core Technical Components

•  Resolution Number: A unique identifier (e.g., Resolution No. 62, S-2021) used for internal and external 

auditing.

•  Preamble (The "Whereas" Clauses): These sections explain the background—identifying the specific bank 

(e.g., Land Bank of the Philippines or BDO Network Bank), the account number, and the reason for the dormancy.

•  Operative Clauses (The "Resolved" Clauses): This is the heart of the document. It must explicitly state the 

intent to reactivate the account and name the Authorized Signatories.

•  Signatory Designation: The resolution must specify whether the signatories will act "Singly," "Jointly," or "Any 

Two."

•  Certification: The Corporate Secretary must sign the document, often under the corporate seal, to certify that 

the resolution is a true reflection of the board's decision.



Sample Mathematical Model for Quorum and Voting

For a resolution to be valid, it must meet the Quorum requirements defined in the company's bylaws. Let N be the 

total number of directors. Quorum Q is typically defined as:

Q = floor(N / 2) + 1

The resolution must be passed by a majority of those present. If P is the number of directors present (where P "e Q), 

the votes in favor V must be:

V > P / 2

Step-by-Step Technical Workflow for Reactivation

The process of moving an account from a dormant state to an active state follows a strict procedural sequence.

Failure to follow these steps often leads to administrative delays or rejection by the bank's legal department.

Step 1: Internal Audit and Account Identification

The organization must first identify all dormant accounts through a reconciliation of the general ledger against bank

statements. This involves verifying the last date of activity and the current balance of the account.

Step 2: Convening the Board Meeting

The Corporate Secretary issues a notice of a meeting. During the meeting, the board discusses the necessity of

the account (e.g., for day-to-day financial transactions or for specific trust funds) and votes on the reactivation.

Step 3: Drafting and Execution of the Resolution

The resolution is drafted using the technical format required. It is essential to include the exact branch of the bank 

and the specific account numbers. For example, a resolution might specify: "To reactivate current account numbers

1234-5678-90 maintained at Land Bank of the Philippines-San Fernando Branch."

Step 4: Submission of the KYC Package

The bank will require a "KYC Refresh." This package usually includes:

1.  Certified True Copy of the Board Resolution.

2.  Updated General Information Sheet (GIS).

3.  Valid government-issued IDs of all authorized signatories.

4.  Updated Signature Cards.

5.  A formal Letter of Request signed by the designated officers.

Step 5: Bank Verification and System Update

The bank’s compliance officer reviews the documents. They verify the signatures against the ones on file (if 

available) and perform Anti-Money Laundering (AML) screening. Once cleared, the account status is updated in 

the bank's Core Banking System (CBS) from 'Dormant' to 'Active'.

Comparative Evaluation: Corporate vs. Government Reactivation

While the goal is the same, the requirements differ significantly between private corporations and government units.



Feature Private Corporation Government / Municipal Unit

Approving Authority Board of Directors Local Council (Sanggunian)

Primary Document Secretary’s Certificate / Board 
Resolution

Resolution of the Council

Key Official CEO / CFO / Secretary Local Treasurer / Mayor

Regulatory Oversight SEC / Central Bank Commission on Audit (COA) / Dept. of 
Finance

Purpose Commercial Operations Public Service / Trust Fund 
Management

Technical Challenges and Troubleshooting

Even with a valid resolution, several technical hurdles can impede the reactivation process. Understanding these

failure modes allows organizations to prepare more effectively.

1. Signature Mismatch

One of the most common reasons for rejection is a signature mismatch. If the authorized signatories have changed 

since the account first became dormant, the bank requires an Incumbency Certificateto prove that the new

signatories have the legal right to replace the old ones.

2. Corporate Status Issues

If the corporation itself is not in "Good Standing" with the Securities and Exchange Commission (SEC)—for

instance, due to failure to file annual reports—the bank may refuse to reactivate the account until the corporate

status is rectified.

3. Expired Documentation

Banks require "Certified True Copies" of documents, often dated within the last six months. Using an old resolution

from a previous year will result in a technical rejection.

4. Changes in Banking Policy

Over a period of dormancy, the bank may have updated its internal policies or changed its name (e.g., through a

merger). This may require the organization to fill out entirely new account opening forms as if they were a new

client.

Quantitative Analysis of Dormancy Costs

Maintaining a dormant account is not cost-neutral. Organizations must calculate the Opportunity Cost of Capital 

(OCC) and the Maintenance Cost (MC).

The total loss L over time t (in months) can be calculated as:

L = (B * r * t) + (f * t)

Where:B = Account Balancer = Monthly Interest Rate (if it were in an interest-bearing account)f= Monthly

Dormancy Fee charged by the bank



For example, if a company has $50,000 in a dormant account for 24 months, with an interest potential of 0.5%

monthly and a dormancy fee of $10/month, the loss is:

L = (50,000 * 0.005 * 24) + (10 * 24) = $6,000 + $240 = $6,240

This quantitative impact highlights why Board Resolutionprocesses should be initiated promptly once dormancy

is identified.

Strategic Recommendations for Liquidity Management

To prevent the administrative burden of reactivating dormant accounts, organizations should implement proactive

financial controls.

Implementation of a Minimum Transaction Policy

Financial departments should schedule a nominal transaction (e.g., a small transfer between internal accounts)

every six months. This "heartbeat" transaction keeps the account status as 'Active' in the bank's CBS.

Centralized Treasury Management

By using a Treasury Management System (TMS), companies can gain real-time visibility into all accounts across

different banks. Automated alerts can be set to trigger when an account has seen no activity for 90 days.

Regular Review of Authorized Signatories

The Board should review authorized signatories annually during the annual stockholders' meeting. This ensures

that the bank's records always match the current leadership, simplifying the process if a resolution for reactivation

ever becomes necessary.

The Evolving Role of Digital Signatures

Modern banking is shifting towards digital verification. Some institutions now allow for eSigned board resolutions, 

provided they are executed via secure platforms like SignNow or DocuSignand accompanied by a digital audit

trail. This reduces the lead time for reactivation from weeks to days, though many traditional banks still require

physical documents with "wet-ink" signatures for high-value corporate accounts.

Conclusion: Synthesis of Governance and Operations

The reactivation of a dormant bank account is a high-stakes administrative task that bridges the gap between legal 

governance and financial operations. It serves as a critical reminder of the importance of corporate record-keeping 

and the necessity of maintaining active communication with financial institutions. By understanding the technical 

requirements of a Board Resolution—from quorum calculations to the specifics of signatory designation—

organizations can efficiently recover trapped assets and maintain the liquidity necessary for sustained growth.

Ultimately, the rigor of the reactivation process protects the entity from fraud and ensures that corporate funds are

managed with the highest level of authorization. Whether for a private firm or a provincial government, the

structured approach of passing a formal resolution, conducting a KYC refresh, and understanding the regulatory

landscape remains the gold standard for corporate financial health.
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