Nomination: Meaning and Scope
In today’s housing society system, many people still have the misconception that once a nomination is made for the
transfer of a society share certificate, the arrangement of one’s property after death is complete and nothing more
needs to be done.

In the present-day society system, there is a widespread misunderstanding that by merely making a nomination for
the transfer of a society share certificate, one has fully taken care of the disposition of property after death.
Nomination is undoubtedly a legally recognized arrangement, and there is no dispute about that. However, making
a nomination alone does not mean one can be completely worry-free. Although nomination is a customary and
simple method, it has certain legal limitations.

Who exactly is a nominee? What is the nominee’s legal status? These questions have been clarified repeatedly
through various judicial decisions. As per these rulings, a nominee does not acquire the status of an owner but that
of a trustee. Where there are multiple legal heirs and only one of them is appointed as a nominee, that nominee
does not become the absolute owner but acts as a trustee for the benefit of the other legal heirs. Merely
appointing one among several heirs as a nominee does not extinguish the rights of the remaining heirs. Other legal
heirs can approach the appropriate court and legally claim their rightful share. In such cases, the intention of giving
everything to one heir by nominating them completely fails.

Another extremely common misconception regarding nomination is that it is mandatory for a husband to nominate
his wife in respect of property acquired by him. Under the current laws in force, there is no provision that compels
any person to nominate a specific individual or relative as a nominee. In the case of self-acquired property, the
owner has absolute rights, whereas in ancestral property, rights are limited to one’s own share. Naturally,
compelling nomination in favor of a specific person would amount to an infringement of these rights. Therefore, no
such provision exists today, nor is it likely to be introduced in the future.

If nomination alone does not guarantee fulfillment of one’s final intention, then what is the solution? Executing a
Will in time is an effective solution for arranging one’s property as per one’s wishes after death. Unlike nomination,
the scope of a Will is not limited. Under a Will, whatever is bequeathed to a person is received by them as an
owner, with full rights of enjoyment. While drafting a Will, it is extremely important to distinguish between self-
acquired property and ancestral property. The owner has complete freedom regarding self-acquired property,
whereas such freedom is restricted in the case of ancestral property.

Even today, the very mention of a Will raises eyebrows, and many people think, “Why the hurry? | will do it
peacefully in old age.” However, while death is certain, its timing is uncertain. Keeping this in mind, it is advisable to
execute a legal Will as early as possible. Many people also wonder what happens if circumstances change after
executing a Will. Every new Will automatically revokes all previous Wills, so one can always execute a fresh Will as
per changing circumstances. Hence, there is no need to be apprehensive about it. Of course, making a Will is
optional and not mandatory. Whether one wants to arrange their property as per their wishes and avoid future
disputes and litigation among heirs is a decision each individual must make for themselves.

Will your nominee receive the money after you?

Your immediate answer would probably be, “Of course!”

But let me ask again.

If during your lifetime you have invested money in fixed deposits, PPF, insurance policies, mutual funds, and shares,
are you absolutely sure that after your death, this money will go entirely to your nominee?

Do you know the law relating to nomination?

You work hard, struggle, and invest for your loved ones—your children, spouse, parents, and siblings. If something
happens to you, you may have nominated one of them. But will the entire amount really go only to the nominee
after your death?

The answer is — No.

Shocking?



Consider the following example:

Mahesh is a 55-year-old man who does not get along with his children at all. He nominated his wife as the nominee
for all his insurance policies and mutual fund investments. Unfortunately, Mahesh dies in an accident. Although he
had nominated his wife, his children approached the court for a share in the assets. The court ordered that the
insurance and mutual fund proceeds be equally distributed between the wife and the children. As a result, the wife
received only a small share.

Why did this happen?

Although Mahesh nominated his wife, he did not execute a legal Will. Therefore, after his death, the distribution of
his assets was governed by Succession Law, under which the property was divided equally among all legal heirs.
Understanding Succession Law

Under Succession Law, a nominee is merely a trustee of the assets, not the owner. The nominee’s role is limited to
safeguarding the nominated assets and transferring them to the legal heirs. A nominee can hold the assets, but the
true owners of the assets are the legal heirs.

Who are legal heirs?

Legal heirs are those persons who are specified under the applicable Succession Act.

If you have executed a Will, the distribution of property takes place according to the Will. If you have not made a
legal Will, then your legal heirs are determined as per Succession Law.

Succession laws differ depending on the type of investment. The laws applicable to fixed deposits, PPF, insurance
policies, mutual funds, and shares are slightly different from one another.

Friends, while making investments is the need of the hour, understanding the legal framework governing them is
equally important. Otherwise, your lifetime’s savings may get distributed in a manner you never intended, and your
nominee may not receive the benefit you wanted them to have.

A nominee acts like a trustee.
A Will, consent of all legal heirs, and if such consent is not available, a court order (probate)—all are extremely
important.

If you wish to ensure that after your death there are no disputes among your heirs and that your property goes to
the right person, executing a Will at an important stage of life is absolutely essential.

Most people believe that once nomination is done, the nominee alone will receive the money. In reality, that is not
the case. If legal heirs approach the court, your money and property will be distributed equally among them as per
law.

This information is extremely important for everyone. Please read it carefully and be alert in time.
Advocate
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