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EXECUTIVE SUMMARY 
 
1. Transm ission m e a ns d evolution of title to shares* otherwise tha n b y tra nsfer, for 
exa mple, d evolution b y d e ath, succ ession, inherita nce, b a nkruptcy, m arria g e, etc. 
Transm ission is d ifferent vis-à-vis Tra nsfer as in Tra nsm ission a person acquires a n 
interest in the property b y operation of law, such as b y rig ht of inheritance or 
succession, where as, Tra nsfer is e ffe cte d  b y a ct (fre e volition) of the parties. In 
transm ission c ase, where title to shares are passe d  b y operation of law, the 
b e ne ficiary ne e d  not carry out further form alities such as d uly exe cute d  sta mpe d  
instrum ent of transfer as stipulate d  in Section 108 of the Com panies Act, 1956. The 
Com pany conc erne d  also can not insist on such form alities. 

 
2. Inspite of the le g islative intent to sim plify the proce d ure of Transm ission of Shares, 
 com panies have over a period  of tim e evolve d  varying  a nd  d iverse d ocum entary 
 com plia nc es on the part of the le g a l representative of the d e c e ase d  security hold er.   
 
3. To a d d ress this issue a nd  to evolve a uniform  proce d ure and  to alleviate and  re d ress 
 com plaints rec eive d  b y SEBI in relation to ‘Transm ission of Shares’, Chairm a n, SEBI 
 constitute d  a Group he a d e d  b y Shri R K N a ir, ED, SEBI, with thre e ob jectives: 
 

(a ) Exa m ining  the proce d ures followe d  b y com panies in relation to Transm ission, 
(b ) Exploring  the im ple m e ntation of the conc ept of ‘Either or Survivor’ in case of     
      shares held  in d e m aterialize d  m od e and   
(c) Sug g e sting  uniform  norm s a nd  proce d ures to alleviate the suffering s of 
investors. 

 
4. To g et a b a la nc e d  a nd  com plete picture of the nua nc es a nd  intrica cies of the existing  
proce d ure and  to recom m end  ways to sim plify the sa m e, the Group invite d  
representatives from  the following  org a nizations : (a ) Re g istrars’ Association of 
Ind ia (RAIN ), (b ) Re g istrar & Share Tra nsfer Ag e nts (R & STAs), (c) Pub lic Sector 
and  Private Sector Bank, (d ) N SDL, (e ) CDSL, (f) Investors’ Association (IA) 
recog nize d  b y SEBI and  (g ) ICSI m e m b e r of Technic al Com m itte e on Tra nsm ission 
(SS-6) 
 

5. On a na lysis of the inform ation availa b le in term s of the present proce d ure, it was 
ob serve d  that hard ships of le g a l representatives of d e c e ase d  are m a inly: 
?  Am b ig uity a b out proce d ures, 

                                                
* Shares shall have the same meaning as per the definition of ‘Securities’ under section 2 (h) of Securities Contracts 
(Regulation) Act, 1956.  
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?  Cum b ersom e d ocum entation a nd  
?  Lack of uniform ity in the proce d ures. 

6. The Group d iscusse d  a nd  d elib erate d  on the issues a nd  a fter 5 m e eting s narrowe d  
d own on the core proce d ural im pe d im ents that contrib ute to d elay in the process of 
Transm ission of Shares. The following  core issues e m erg e d : 
a ) Conservative approa ch a d opte d  b y the Com panies / Directors in exercising  the 
d iscretion veste d  b y the Articles of Association (AOA), 

b ) Insistence b y com pa nies to obtain prob ate of will b y b e ne ficiary a nd  la ck of cle ar 
und erstand ing  of the le g a l provisions relating  to Transm ission of shares with 
respect to laws g overning  the will, 

c) Lack of awareness of nom ination fa cility a nd  the ne e d  to popularize nom ination 
fa cility throug h proper investors’ e d uc ation, and  

d ) The ne e d  to involve R & STAs, Depositories, DPs and  Com panies in cre ating  
awareness a b out nom ination fa cility b y launching a special d rive. 
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BACKGROUND 
 
Section 11 (1) of SEBI Act, 1992 states, ‘Sub ject to the provisions of this Act, it sha ll b e  
the d uty of the Board  to protect the interest of investors in securities a nd  to prom ote the 
d evelopm ent of, and  to re gulate the securities m arket, b y such m e asures as it thinks fit.’  
 
To m e et the ob je ctives of Investor Protection and  M arket Developm ent as enshrine d  in 
the pre am b le of SEBI Act, 1992, SEBI and  re cog nize d  IAs have b e e n working  tog ether. 
O ffic e of Investor Assistanc e and  Ed uc ation (OIAE) is a sing le point interfa c e to re d ress 
investor g rieva nc es. 
 
Quarterly m e eting  of recog nize d  IAs are org a nize d  to d elib erate on prob le ms fa c e d  b y 
investors, particularly retail a nd  sm all. Investors’ Associations are encoura g e d  to 
ventilate Investors’ issues to alleviate the prob le ms / hard ships. 
 
In the m e eting  of IAs held  on 11.06.2007 instances of hard ships fa c e d  b y investors in 
relation to ‘Transm ission of Shares’ were d iscusse d . Thre e key issues e m erg e d : 
 

?  Am b ig uity a b out proce d ures 
?  Cum b ersom e d ocum entation 
?  Lack of uniform ity in the proce d ures  

 
Chairm a n, SEBI d e cid e d  to constitute a Group to sug g e st suita b le m e asures to a d d ress 
issues relating  to d ifficulties fa c e d  b y the investors while d e a ling  with Tra nsm ission of 
shares, b oth in physical a nd  d e m ateria lize d  m od e. Shri R.K. N a ir, Executive Director, 
SEBI was nom inate d  Chairm a n of the Group and  Shri A P Bakliwal, Presid e nt, Bom b a y 
Sharehold ers Association, Shri S.V.M.D. Rao, Chie f Genera l M ana g er, SEBI and  Shri 
Ana nta Barua, Le g a l Ad viser, SEBI as other m e m b e rs with Shri Je eva n Sonparote, 
Deputy Genera l M ana g er, SEBI as the Mem b er Secretary. 
 
The term s of re ferenc e were: 
 
1. To exa m ine various proce d ures followe d  b y the com pa nies a nd  re g istrar a nd  
share tra nsfer a g e nts for transm ission of physical shares  

2. To explore the im ple m e ntation of the concept of ‘Either or Survivor’ in 
d epository syste m.  
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3. To sug g e st uniform  norm s a nd  proce d ures relating  to the transm ission of 
physical shares, specific ally with re ferenc e to d ocum entation require d  for 
transm ission. 

The Group, for the a b ove purpose, was e mpowere d  to call inform ation from  the issuer 
com panies a nd  R & STAs and  sub m it its report within a period  of two m onths.  
 

MEETIN GS AND DELIBERATIONS OF THE GROUP 
 
In the first m e eting  of the Group, a d iscussion paper was d e lib e rate d  upon a nd  inter alia 
specific issues were d iscusse d  a b out the prob le ms fa c e d  b y investors, le g a l provisions / 
issues involve d  a nd  m e asures to sim plify the proce d ure relate d  to the Tra nsm ission of 
shares. 
 
In view of the nature of the issues involve d , following  persons were invite d  to the 
sub sequent round s of the d elib e rations:- 
a ) Representatives of RAIN   
b ) Atle ast two R & STAs, two com panies, one pub lic and  one private sector b a nk.  
c) The Mem b ers of the ICSI Technic al com m itte e that cod ifie d  the  d ra ft cod e for 
transm ission of shares, 

d ) Representatives of N SDL and  CDSL 
e ) O ffic e b e arers of IAs recog nize d  b y SEBI 

 
To und erstand  the prob le ms fa c e d  b y investors, at larg e, the Group also calle d  
inform ation from  a sa mple of 8 R & STA. R & STAs were aske d  to provid e inform ation 
in relation to 10 sa mple com panies for which they act as R & STA d etailing  the 
d iverg e nt practic es followe d  b y the respective com panies. The Group went throug h the 
various com plaints rec eive d  b y SEBI over the period . Inform ation was soug ht from  
N SDL and  CDSL in relation to the issues fa c e d  b y investors with respect to 
Transm ission of shares held  in d e m ateria lize d  m od e. 
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IN TRODUCTION 
 
To transm it is d e fine d  as “1to cause to convey to another person or place”. Also “2to pass on a 
right or obligation to heirs or descendants”.  and  transm ission is d e fine d  as the “1action of 
transm itting or the fact of being transm itted: conveyance from  one person to another”. 
 
The word  'tra nsm ission' m e a ns d evolution of title to shares otherwise tha n b y transfer, 
for exa mple, d evolution b y d e ath, succ ession, inheritance, b a nkruptcy, m arria g e, etc. 
W hile tra nsfer of shares is b roug ht a b out b y d elivery of a proper instrum ent of tra nsfer 
(viz, transfer d e e d ) d uly sta mpe d  a nd  exe cute d , transm ission of shares is d one by 
forward ing  the ne c essary d ocum ents (such as a notarize d  copy of d e ath certific ate ) to 
the com pany. On the d e ath or luna cy of the orig ina l hold er (sing le hold er), his shares 
vest in his le g a l representative. On re g istration of transm ission of shares, the person 
whose na m e  is entere d  in the re g ister of sharehold ers b e c om es the sharehold er of the 
com pany and  is entitle d  to all the rig hts and  is sub ject to all the lia b ilities as were of the 
orig ina l sharehold er. 
 
Le g a l provisions relate d  to ‘Transfer b y le g a l representative’ is containe d  in section 109 
of the Com panies Act 1956, Section 109 re a d s as, 
“A transfer of the share or other interest in a com pany of a d eceased  m em b er thereof m a d e by his 
leg al representative shall, although the leg al representative is not him self a m em b er, be as valid  
as if he ha d b een a m em ber at the tim e of the execution of the instrum ent of transfer.” 
Section 109A d e als with ‘N om ination of shares’ which provid es for nom ination b y 
hold er (s) of shares in respect of shares held  b y the m. Cases wherein a nom ine e has 
b e e n appointe d , the shares should  vest in the nom ine e on the d e ath of the m e m b e r (s). 
 
Section 109B d e als specific ally with transm ission of shares. As per section 109B, on the 
d e ath of the sharehold er, the nom ine e has the option either to re g ister him self as the 
hold er of the shares of the d e c e ase d  or to transfer the shares to any other person. The 
transfere e (s) m ay not nec essarily b e the le g a l heirs of the d e c e ase d  sharehold er (s). 
Section 109B (1) states, “Any person who becom es a nom inee by virtue of the provisions of 
section 109A, upon the production of such evid ence as m ay b e required by the Board and  
subject as hereinafter provid ed, elect, either-… … … … … … … ..”   
                                                
1 The Law Lexicon 
2 www.dictionary.com  
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From  the a b ove, it b e c om es evid e nt that the provisions of the Com pa nies Act d o not 
specify the proce d ure to b e followe d  b y the com panies for transm ission a nd  that the 
com panies have the d iscretion to d e cid e on the proce d ure as per their AOA and  other 
releva nt laws. The com panies g e nera lly follow proce d ures as laid  d own in their AOA 
and  such other require m e nts that sa fe g uard  the com pa nies from  the consequenc es of 
future litig ation and  these proce d ures d iffer from  com pany to com pany. 
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EXISTIN G PRACTICE AND THE HARDSHIPS FACED BY 
INVESTORS 
  
Due to the fa ct that the Com panies Act has not specific ally m a nd ate d  any set of 
d ocum ents which m ust b e provid e d  in relation to transm ission, a n atte mpt has b e e n 
m a d e to sum m a rize the prob le ms / d ifficulties fa c e d  b y investors. 
 
Prob le ms fa c e d  b y investors: 
 
1. Sm all investors who have m a d e will are not a b le to prod uce the prob ate of the 
will. O btaining a prob ate requires the investor to approa ch a court and  it also 
involves paym ent of fe es / sta mp d uty. 

 
2. W hile d ocum ents such as ind em nity a nd  a ffid a vit c an b e  prod uc e d  without 
m uch d ifficulty, procuring  other d ocum ents such as surety/ b a nk g uara nte e, no-
ob jection certific ate (N OC) from  all le g a l heirs (particularly when a re g istere d  
will is availa b le ), and  issua nce of press a d vertise m e nt m ay c ause inconvenienc e 
to investors.   

 
3. In case a sharehold er who d ies intestate (without exe cuting a will), the applic ant 
has to follow the cum b ersom e process as g iven b e low: 

 
a ) The Application for issua nce of succ ession certific ate is to b e  m a d e  in the 
court, where the properties of the d e c e ase d  are situate d  or where he / she 
norm a lly resid e d , a nd  d epend ing  on the value of the estate of the d e c e ase d , 
the m atter g oes to the com petent court on the b asis of ‘pecuniary jurisd iction’. 

 
b ) Application is to b e  m a d e  to the court with the na m e s of all other heirs of the 
late relative as the respond e nts in the m atter. N orm ally a newspaper notice is 
also issue d  apart from  m and atory notice to the respond e nts.  

 
c) Upon the expiry of the tim e period  (norm ally 1 a nd  a ha lf m onths) from  the 
d ate of pub lic ation of the notic e a fter the respond e nts have g iven their no 
ob jection, the court passes the ord ers for issua nce of the Succession 
Certific ate, for which the applic ant has to sub m it Jud icia l Sta mp papers of 
sufficient a m ount (as per the prescrib e d  court fe es structure ) in the court. 

 
d ) It roug hly takes a b out 3-6 m onths from  d ate of filing  to rec eive the c ertific ate. 
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4. The proce d ures b roug ht out a b ove, com e at a cost to the investor. In som e c ases 
the cost of le g a l require m e nts and  newspaper a d vertise m e nt could  exc e e d  the 
va lue of the shares to b e transm itte d .  

 
5. Variation is also ob serve d  in the proce d ure followe d  b y d ifferent com panies, 
particularly relate d  to obtaining  N OC from  le g a l heirs, Surety/ Bank Guara nte e 
and  issue of press / newspaper a d vertise m e nt.   

 
6. The protracte d  proce d ures also c ause opportunity loss to the investors.  
 
7. Som e of the proce d ures thoug h not m and ate d  b y law are in pla c e b asic ally as 
sa fe g uard  to the com panies so that they d o not fa c e any cla im s / counter cla im s at 
a later sta g e. Further, in respect of proce d ures a d opte d  b y som e of the sa mple 
com panies, it has b e e n ob serve d  that som e have prescrib e d , “the Com pany at its 
discretion / und er special circum stances waive requirem ents… … ” without specifying  
as to what are those special c ases / circum stances?  

 
PRO CEDURE FO LLOWED IN  PHYSICAL SHARES 
 
Various com panies liste d  with the Stock Excha ng es have b e e n following  d iverg e nt 
practices in relation to the transm ission of shares to the le g a l heir / nom ine e of the 
sharehold er in case of the d e ath of the orig ina l sharehold er.  
 
Practices followe d  b y a sa mple of com panies for the “Transm ission of Shares” were 
ob taine d  from  web sites of com panies. The following  com panies were part of the sa mple 
– HLL, RIL, REL, Jet Airways, SBI, ITC, Tata com panies, HDFC, ICI Ltd . 
 
General ob servations  
 
It was ob serve d  that there is no prob le m  in case the heirs of the d e c e ase d  present a 
prob ate of a will. The prob le m  lies in the d iverg e nt practices followe d  b y com panies in 
cases where there is no will le ft b y the d e c e ase d  or even if the will is there b ut there is 
no prob ate of the will. It is ob serve d  from  the sa mple stud y that two d ifferent 
approa ches are in use a m ong  the com panies / R &SATs, which are as follows: 
 
1. In the a bsenc e of a prob ate of will, som e com panies ask for a ‘succession 
certific ate’ or a ‘letter of a d m inistration’ along  with a request letter and  
transm ission form  to process the transm ission. Som e of the com panies in the 
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select sa mple d o not explain the proce d ure to b e followe d  where there is a will 
which is not prob ate d  or where there is no will and  no succession certific ate. 

  
2. Certain other com pa nies from  the sa mple list have provid e d  for a n a lternate 
proce d ure in case of a b senc e of a prob ate of will / letter of a d m inistration / 
succession c ertific ate. The alternate proce d ure is require d  even if there is a 
re g istere d  will.  

 
Som e com panies have evolve d  the alternate m e cha nism  that apply only upto a 
threshold . In cases where the value / num b er of shares involve d  is lower than a 
certain threshold  lim it, com panies se ek a lternate d ocum ents inste a d  of insisting  on 
prob ate of will / succ ession certific ate which m ay b e cum b ersom e and  cost 
ine ffe ctive to obtain. As there is no stand ard ization of the proce d ures, the 
d ocum ents soug ht d iffer from  com pany to com pany.   The d ocum ents soug ht b y the 
sa mple com panies are liste d  b elow: - 
(a ) Request letter (a ll com panies) 
(b ) Copy of d e ath certific ate (a ll com panies) 
(c) Affid a vit a ffirm ing  the na m e  of le g a l heirs / Affid a vit sworn in b y the 
claim a nts (all com panies) 

(d ) Ind e m nity a g re eing  to ind em nify the com pa ny a g a inst future claim s that m ay 
b e  m a d e  on the com pany  (a ll com panies) 

(e ) N OC from  other heirs in favour of person claim ing  the title to shares (m ost 
com panies – where as one com pany in the sa m ple stud y d oes not ask for this).  

(f) Bank Guara nte e in favour of the Com pany for the m arket value of the Shares 
for specifie d  period . (only one com pany in the sa mple has this require m e nt) 

(g ) Surety Form  se eking  surety from  one or two persons covering  the value of 
shares involve d . The surety form  often requires fina ncial d etails to b e fille d  in 
b y the surety (only two g roup com pa nies from  the sa mple stud y have this 
require m e nt where as others d o not require surety). The surety form  m ostly 
requires fina ncial d etails to b e provid e d  such as m ova b le / im m ova b le 
property a nd  PAN  no. etc. 

(h) Press Ad vertise m e nt inform ing  the pub lic a b out the tra nsm ission request 
m a d e to the Com pany (This require m e nt is there only for one com pany). 



 

 Page 14 of 25  
 

 
PRO CEDURE FO LLOWED IN  DEPO SITO RY / DEMAT SYSTEM 
 
The proce d ures followe d  for transm ission of shares in the d epository syste ms is also 
cum b e rsom e a nd  is a mplifie d  in the c ase of joint hold ing . The proce d ures involve d  a re 
outline d  b elow:-  
 
Single Hold er 
 
A.  N SDL: 
 
N SDL requires that the le g a l heir(s) or the le g a l representative (s) of the d e c e ase d  person 
sub m it an instruction c alle d  the Tra nsm ission Request Form  (TRF) to the Depository 
Participa nt (DP) along  with the following  d ocum ents:  
 
a. A copy of the d e ath certific ate d uly notarize d  
b . A copy of the Succ ession certific ate d uly notarize d  or an ord er of a court 

of com petent jurisd iction where the d e c e ase d  has not le ft a will; or  
c. A copy of the prob ate or Letter of Ad m inistration d uly notarize d .  

 
If the le g a l heir(s) or the le g a l representative (s) express ina b ility to prod uc e either of the 
d ocum ents m entione d  und er (b ) and  (c) a b ove, and  the  m a rket va lue of the shares held  
in e a ch ac count of the d e c e ase d  as on the d ate of applic ation for transm ission d oes not 
exc e e d  Rs. 1 la kh, then the DP will process the transm ission request on the b asis of the 
following  d ocum ents: 
 

a. Transm ission form ; 
b . Copy of the d e ath certific ate d uly notarize d ; 
c. Letter of Ind e m nity d uly supporte d  b y a guara nte e of an ind epend e nt 

Surety ac c epta b le to the Depositories, m a d e on appropriate non jud icia l 
sta mp paper; 

d . An Affid a vit m a d e on appropriate non jud icia l sta mp paper; and  
e. N OC(s) from  all the le g a l heir(s) who d o not ob je ct to such tra nsm ission. 

The proce d ure followe d  b y N SDL is sim ilar to that followe d  b y com panies for physic al 
shares, a nd  the alternate proce d ure is m a d e availa b le for shares of value less tha n Rs.1 
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lakh. The surety form  soug ht b y N SDL also se eks fina ncia l d etails of m ova b le / 
im m ova b le property held  b y the surety, as well as d etails such as PAN  no. etc.   
 
B.  CDSL: 
 
CDSL requires that the claim a nt should  sub m it TRF along  with the following  
d ocum ents to the concerne d  DP: 
1. In c ase of the d e ath of the sole hold er wherein the hold er has appointe d  a  
nom ine e 
a. N otarize d  copy of the d e ath certific ate; 

2. In case of the d e ath of the sole hold er wherein the hold er has not appointe d  a  
nom ine e 
a. N otarize d  copy of the d e ath certific ate; 
b . Any of the b e low m entione d  d ocum ents: 

i. Succession certific ate 
ii. Copy of will and  prob ate 
iii. Letter of a d m inistration 

The DP a fter ensuring  that the applic ation is g e nuine will tra nsfer the shares to the 
ac count of the claim a nt. In case the m arket va lue of the shares d o not exc e e d  Rs. 1 la kh, 
the Board  of Directors of CDSL, even in the a bsenc e of the d ocum ents specifie d  at (b ) 
a b ove, has the d iscretion to transm it the shares to the heir / le g a l representative on such 
term s and  cond itions as it m ay specify.   
Joint Hold er 
 
The proce d ure of transm ission in case of d e m at ac count operate d  in joint na m es is 
sim ilar to that followe d  in c ase of transm ission of shares in physical form . In case the 
d e c e ase d  was one of the joint hold ers, then the surviving  hold ers have to request the DP 
vid e a form  c alle d  TRF a long  with a copy of notarize d  d e ath certific ate to transm it the 
shares lying  in the a c count of the d e c e ase d  to the ac count of the surviving  hold ers. For 
this purpose, the surviving  joint hold er(s) ne c essarily have to open a new Bene ficial 
Owner (BO ) ac count with their na m e  in the sa m e  sequenc e in which the na m es appe ar 
in the joint ac count to b e close d .  
  
There have b e e n sug g e stions from  various quarters of investors that d e m at ac count 
should  b e  tre ate d  like a b a nk a ccount a nd  the proce d ure followed  b y b a nks for such 
ac counts should  b e replic ate d  in the d epository ac counts.  Som e of the sug g e stions were   
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a. Operation of BO Account on ‘Either or Survivor’ b asis on the sim ilar lines as is 
d one in c ase of Bank Accounts; and   

b . Continuation with the sam e a c c ount inste a d  of closure of the ac count in case one 
of the ac count hold ers d ies. 

As per article 25(1) of Sche d ule I to the Com panies Act, 1956, the surviving  joint hold er 
is entitle d  to the shares in c ase of d e ath of a joint sharehold er. The surviving  joint 
hold er(s) has a choice to g et him self / them selves re g istere d  as the sharehold er(s) or to 
transfer the shares as per Article 26. W here he / they ele ct to retain the shares, he / they 
are require d  to b e re g istere d  as the sole sharehold er / re m a ining  joint hold ers. In such a 
c ase, the new hold er is allotte d  a new folio num b e r, i.e. it is tre ate d  as a d ifferent folio 
from  that of the orig inal joint hold er.  
The practice as preva lent in case of physical shares has b e e n replic ate d  in the 
d e m ateria lize d  environm ent. At present, if one of the joint hold ers d ies, the surviving  
joint hold er ne c essarily has to open one  m ore BO ac count and  has to transfer the shares 
from  the existing  ac count.  
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ANALYSIS AND DISCUSSIO N 
 
The Group d elib erate d  on the a foresaid  issues a nd  felt that the existing  rig orous 
proce d ures of com panies a nd  R & STAs are d epriving  the investors the fruits of their 
investm ent d e cision. The group felt that there is a n im perative ne e d  to sim plify the 
proce d ure involve d  in relation to the Transm ission of shares, particularly in view of the 
fa ct that investm ents in shares are m a d e  to provid e fina ncia l assista nce in tim es of ne e d .  
Threshold  and  stand ard isation of d ocum ents  
Physical environm ent:  

Transm ission of shares held  in physical form  c an b e c ate g ories into two b roa d  sub  
c ate g ories. 
CASE A: Cases wherein the shares are held  in sing le na m e  in varie d  com pa nies a nd  the 
Estate of the d e c e ase d  is quite larg e. 
In such c ases, the heirs of the d e c e ase d  ob tain succession certific ate, prob ate of the will 
or letter of a d m inistration as the c ase  m a y b e . As the succ ession c ertific ate / prob ate of 
will / letter of a d m inistration is alre a d y there in respect of the property (includ ing  the 
shares) b eque athe d , cases fa lling  und er these c ate g ories pose no m ajor prob le m a nd  the 
turn around  tim e starting  with lod g e m e nt of cla im  form  till the d ispatch of certific ates 
a fter e ffe cting  transm ission ra ng es from  3 to 4 weeks. 
CASE B:  Cases wherein value of the hold ing s of the d e c e ase d  sharehold er is quite 
sm all com pare d  to the cost of the le g a l representation in ob taining  succession certific ate, 
prob ate of the will or letter of a d m inistration as the c ase  m a y b e. It has b e e n ob serve d  
that the m a jority of the c ases fa ll und er this cate g ory and  should  b e the focus are a for 
sig nific ant im prove m e nt / sim plific ation of the proce d ure. This would  re d uc e the 
hard ships fa c e d  b y investors. 
The Board  of Directors of the respective com panies are norm ally veste d  with sig nific ant 
powers and  d iscretion b y the AOA in relation to the transm ission without prod uction of 
le g a l d ocum ents. Further, som e com panies have prescrib e d  threshold  lim its in term s of 
va lue of the shares exc e e d ing  which the com pany requires m ore string e nt proce d ure in 
relation to transm ission as a n investors’ friend ly m e asure. This a lleviates the und ue 
hard ships c ause d  to the investors. 
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Diverg e nt views prevail with re g ard  to prob ate of will. Und er Section 57 a nd  Section 
213 of the Ind ia n Succ ession Act 1925, require m e nt of prob ate arises only where the 
properties are situate d  at Mum b a i, Chenna i a nd  W est Beng a l. Thus it would  follow that 
requiring  the heirs to ob tain a prob ate at pla c es other tha n Mum b a i, Chenna i a nd  W est 
Beng a l is unjustifie d .  This ne e d s to b e taken into ac count b y the com pa nies. Ag a in the 
provisions of the Ind ia n Succ ession Act d o not apply to Moha m m e d a ns a nd  Christians 
(i.e. Com m unities other tha n Hind us, Bud d hists, Sikhs a nd  Jains). There fore, com panies 
can a d opt a pro-active policy while d e a ling  with these two com m unities. 
Despite the provisions of the Ind ia n Succ ession Act, m ost com panies are insisting  on the 
prob ate of the will b y citing  the require m e nt und er the AOA of the respective 
com panies, which requires that such prob ate should  b e ob taine d .  
The Group felt that a threshold  lim it b oth in term  of num b er of shares a nd  in term s of 
the m arket value of the shares, should  b e  fixe d  a nd  upto the threshold  lim it, the 
com pany should  not se ek le g a l d ocum ents in the form  of succ ession c ertific ate / prob ate 
of will / letter of a d m inistration.   
The group felt that the threshold  lim it of a hold ing  of 200 shares or a va lue of Rs 1 lakh, 
which ever is hig her shall b e appropriate. Upto this threshold  the com panies shall 
transm it the title to the shares only with the following  d ocum ents:-  

i. Affid a vit – to the e ffe ct of the claim  of le g a l ownership to the shares,  
ii. Dee d  of Ind em nity – ind em nifying  the com pany a long  with Surety 

and   
iii. N OC  from  other le g a l heir(s), wherever applic a b le, along  with Claim  

Form  / TRF, 
As there is no prescrib e d  form at in relation to the d ocum ents to b e furnishe d  a long  with 
TRF, there is a ne e d  to form alize the d ocum ents and  their form ats.  
The Group ob serve d  that som e of the com panies ha d  m ore lib era l threshold s. The intent 
of the Group is not to interfere with such threshold s which are  m ore tha n the one state d  
a b ove.  The Group thus recom m end s that if any of the com panies are having  a  m ore 
lib era l threshold  they shall continue to d o so, and  com panies d esiring  to set lib eral 
threshold  should  b e  a b le to d o so. The threshold  specifie d  herein b e the b asic m inim um  
that a com pany sha ll a d here to.  



 

 Page 19 of 25  
 

Dem aterialised  environm ent  
W hile the a b ove threshold  would  apply to the hold ing  in physical, there c annot b e a 
m irror applic ation of this concept in the d epository environm ent for all hold ing  in the 
various com pa nies. Threshold  lim it in case of shares held  in physical m od e is applic a b le 
com pany-wise and  only if the values of the shares in respective com panies exc e e d  the 
threshold  lim it, the claim a nt / heir m ay b e require d  to sub m it succession certific ate / 
prob ate of will / letter of a d m inistration.  
However, in case of shares held  in d e m aterialize d  m od e, in a sing le BO ac count, the 
ac count hold er c an hold  shares of several com panies a nd  fixing a threshold  lim it 
com pany-wise would  not b e practic ally fe asib le as the hold er c an hold  the shares in a 
particular BO ac count which m a y run in crores. Further, in case of BO ac count, the 
d ocum ents which the claim a nt of the d e c e ase d  ne e d s to sub m it for transm ission is 
ac count-wise a nd  not com pany-wise a nd  this saves the claim a nt from  the und ue 
hard ship of approa ching  the respective com panies whose shares are to b e transm itte d . 
Group felt that the threshold  as specifie d  in shares held  in physic al m od e shall not 
apply in case of shares held  in d e m aterialize d  m od e. However, the existing  threshold  of 
Rs. 1 la kh in va lue as provid e d  in the b yelaws of the Depositories shall continue to 
apply. 
Joint hold ers in Dem at Mod e  

In relation to BO ac count held  in joint na m es, as per the existing  practice, when a n 
ac counthold er d ies, the surviving  hold ers have to m ake an applic ation to the DP, along  
with fresh set of d ocum ents (as require d  in c ase of opening  of a new account), to open a 
new account in the na m e  of the surviving  m e m b er(s), appe aring  in the sa m e  ord er, as in 
case of orig inal ac count. This is tim e consum ing a nd  tanta m ount to d uplic ation of 
d ocum ents, which are alre a d y in possession of DP. Thoug h, in relation to the autom atic 
opening  of a new BO a c count on the b asis of the existing  d ocum ents, Depositories 
expresse d  their conc ern in the form  of possib ility of chang e  of na m e  / a d d ress, cha ng e  in 
resid e ntial status, upd ating  of sig nature, chang es in appe ara nc e d ue to a g e, m e d ic al 
d isa b ilities etc. and  the sa m e  m a y ne e d  to b e incorporate d  in the record s.  
The Group a g re e d  that the concerns were g e nuine b ut felt that the opening  of the new 
BO ac count c an b e  on the b asis of the existing  d ocum ents alre a d y in the possession of 
DP(s), except in case of upd ation of the d ocum ents as per Know Your Client (KYC) 
norm s, a nd  a ny other a d d itional d ocum ents for tra nsm ission. For this purpose 
Depositories shall m a ke suita b le cha ng es in their b ye-laws/ b usiness rules/ operational 
instructions, etc.  
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As re g ard s the scenario for operation of the ac count on ‘Either Basis’, it was inform e d  
that in cases of ac counts held  in joint na m es, the hold er(s) in a nyway has the option of 
operation of the BO a c count on ‘Either Basis’ on prod uction of d uly exe cute d  Power of 
Attorney (POA) exe cute d  in favour of other ac count hold er(s). The present syste m is 
working  sm oothly without a ny hassle or com plaint. In view of this the Group d id  not 
fe el the ne e d  for any further cha ng e  in the existing  provisions. 
N om ination Facility: 
N om ination is d e fine d  as an a ct of nom inating a person to act on his b e ha lf in his 
a bsenc e. In case of shares, a ny hold er of the security at a ny tim e c an nom inate a person 
to whom  the nom inator’s interest in those shares shall vest in the event of the d e ath of 
the nom inator. The nom ination once m a d e c an b e cha ng e d  a s m a ny tim es as d esire d  b y 
the nom inator. 
 
Section 109A of the Com panies Act talks a b out ‘N om ination of Shares’. N om ination is 
require d  to b e  m a d e  in the prescrib e d  m a nner, i.e., in Form  2B [prescrib e d  und er rule 
4CCC/5D of the Com panies (Centra l Governm ent’s) Genera l Rules & Form s, 1956]. N on 
ind ivid ua ls includ ing  a  society, trust, b od y corporate, partnership, karta of HUF and  
hold er of POA cannot m ake a nom ination. 
 
As per  Section 109A (3) of the Com panies Act, a nom ination m a d e as per the provisions 
of the Act overrid es a nything contained  in any other law for the tim e b eing in force, 
includ ing  a ny law of succ ession or will or any other testa m e ntary law, includ ing  
anything  contrary containe d  in the AOA of the com pany.   
 
The investor can e asily save their le g a l heirs from  the le g a l hassles a nd  the rig ours of 
transm ission of shares b y appointing a nom ine e in the prescrib e d  form .   
 
In the a bsenc e of nom ination, the com pany ne e d s to transm it the shares to the person(s) 
who as per law has the le g a l rig ht to the shares. This forces the com panies to require 
a d equate d ocum entation from  the le g a l heirs to prove their rig ht to ownership of the 
shares. This is a piqua nt situation for the com pany. If the com pa ny d oes not d o its d ue 
d ilig e nc e at this sta g e, the com pany m a y b e d ra g g e d  into le g a l wra ng le in c ase of 
counter d isputes re g ard ing  the rig ht to ownership. This casts the onerous responsib ility 
on the com pany a nd  the d irectors to ensure that all rig hts to ownership of shares are 
properly scrutinize d  so as to avoid  any future litig ation on this count.   
 
N om ination is a very e ffe ctive re m e d y to the situation. Onc e a sharehold er appoints a 
nom ine e, then as per the law, the com pany’s lia b ility toward s the event stand s 
d ischarg e d  to the extent that it has tra nsm itted  the shares to the nom ine e appointe d  b y 
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the sharehold er. It is then the nom ine e’s responsib ility to d ispose of the shares or 
otherwise to the le g a l heirs. 
 
The intention of le g islature in inserting  specific provisions relate d  to nom ination fa cility 
in the Com panies Act is to se e that the com pany is d ischarg e d  in relation to the 
im pug ne d  shares, in case the sa m e  is transm itte d  to the nom ine e and  in c ase of d ispute, 
the m atter could  b e settle d  inter se the nom ine e and  the d isputing  le g a l heirs. 
 
Many investors are not aware of the nom ination fa cility a nd  its b e ne fits; hence d o not 
avail of this fa cility.  Thus the issue is m ore of cre ating  / g e nerating awareness a m ong st 
the investors a b out the b e ne fits of the fa cility provid e d  in law. In fa ct this fa ct was fairly 
acknowle d g e d  way b a c k in 1999, which is evid e nt in Press Rele ase d ate d   July 23, 1999 
issue d  b y the Departm ent of Com pany Affairs, the  text of which is reprod uce d  b elow:-  
 
“Und er the Com panies (Am end m ent) Act, 1999, the sharehold ers have b een allowed to nom inate 
a person for their shares, d ebentures and d eposits.  The form  in which the nom ination has to be 
filed has been notified by the Departm ent of com pany Affairs und er the am end ed Com panies Act.  
Earlier, hold ers of shares and d ebentures in a com pany did not enjoy the nom ination facility for 
shares, d eb entures and d eposits, which caused hardships to them . They were required  to obtain a 
letter of succession from  the com petent authority.  The facility of nom ination is intend ed  to m ake 
the com pany law in tune with the present d ay econom ic policies of liberalization and  
d eregulation.  This is also intend ed to prom ote investors confid ence in capital m arket and to 
prom ote the clim ate for intercorporate investm ent in the country.” 
If properly utilise d  b y the investors, this fa cility could  prove to b e a very use ful re m e d y 
a g a inst all the prob le ms fa c e d  b y the investors while g rappling  with the issue relate d  to 
the transm ission of shares.  
Group felt that e fforts ne e d  to b e  m a d e  to m ake filling  up of the nom ination form  
m and atory, in a phase d  m a nner.  However, if a person sub scrib ing  for the shares d oes 
not wish to file his nom ination, he shall ne c essarily have to g ive a d e claration to the said  
e ffe ct. 
The Group felt that this fa cility of nom ination should  a lso b e propa g ate d  and  
encoura g e d  b y the Depositories. W ith a view to encoura g e such a practice, the group 
recom m end s that the Depositories e m b a rk on a special d rive to cre ate awareness a b out 
the b e ne fits of the nom ination fa cility.  
A special d rive should  b e targ ete d  at all its existing  BOs who have not m a d e 
nom ination, b y way of a specia l letter / com m uniqué d rawing  the attention of the BOs 
to avail of the nom ination fa cility or to take on record  the d e claration of the BO that he 
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d oes not want to nom inate any b od y. This sha ll b e apart from  the norm a l 
com m unic ation cha nnels that the Depositories have with its BOs for such m essa g es. 
 
As re g ard s new ac counts opene d  on or a fter Octob er 01, 2007, it sha ll b e provid e d  for at 
the ac count opening  sta g e itself that the nom ination is insiste d  upon. In case the person 
is not intereste d  to nom inate, then such a person would  have to g ive a positive 
d e claration to the e ffe ct that he d oes not want nom ination for his ac count as und er: ‘N o, 
I d o not want to nom inate anyone on m y b e ha lf.’ 
 
As re g ard s nom ination, to pla c e m atters b eyond  d oub t, it is recom m end e d  that 
provisions sim ilar to sec 109A & 109B of the Com panies Act 1956 should  b e inserte d  in 
Depositories Act so that a sing le nom ination c an b e  m a d e  for a ll shares held  in the BO 
ac count. 
 
Attestation of d ocum ents 
 
During  the d elib erations, representations were rec eive d  hig hlig hting  the insistence on 
the notarise d  copy of the d ocum ents for the various processes involve d  in the shares 
transa ctions, includ ing  tra nsm ission.   
The Group felt that if the b asic purpose of notarization is to authenticate the d ocum ents, 
even attestation of the d ocum ents, und er se al, b y a g a zette d  offic er should  suffice.  
Tim e Fram e 
To ensure that the transm ission cases are d e a lt with in a tim e b ound  m a nner, a 
stipulation of tim e lim it on sim ilar lines as has b e e n state d  in Clause 12A (3) in relation 
to ‘Transfer’ b y way of insertion / a m e nd m ent to the said  Clause of the Listing  
Ag re em e nt should  also b e  m a d e  for transm ission. 
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RECOMMENDATION S 
 
In view of these  d iscussions, the Group m akes the following  recom m end ations for 
sim plifying  the proce d ure in relation to ‘Tra nsm ission of Shares’ in the physical a nd  
d e m ateria lize d  environm ent:- 
 
Physical Shares  
  
Stand ard  d ocum ents 
 

A. Clause 7 of the Listing  Ag re em e nt b e a m end e d  to incorporate a clause specifying  a  
threshold  lim it upto which the com panies would  insist on only the following  
d ocum ents in relation to transm ission:- 

 
i. Affid a vit – to the e ffe ct of the claim  of le g a l ownership to the shares,  
ii. Dee d  of Ind em nity – ind em nifying  the com pany along  with Surety a nd   
iii. N OC from  other le g a l heir(s), wherever applic a b le, along  with Claim  Form  / 

TRF, 
 

B. The group recom m end s the stand a rd ization of these d ocum ents. These form ats are 
enclose d  as annexure to the report. 

 
Threshold  

 
C. The Group recom m end s that this threshold  b e fixe d  at hold ing  of 200 shares  or Rs. 1 
lakh in va lue, whichever is higher.  

i. The prescrib e d  threshold  lim it shall b e the b asic m inim um  lim it to b e 
a d here d  to b y all the liste d  com panies. The com pa nies having  hig her 
threshold  shall continue to d o so, and  also can set lib eral threshold . 

ii. Thus in e ffe ct this threshold  shall apply to com panies who have not yet 
fixe d  a ny such threshold , a nd  a lso those com panies whose threshold  is less 
than that specifie d  a b ove.   

 
N om ination 

 
D. To encoura g e nom ination in physic al shares, the Com panies, IAs and  SEBI shall 
e m b a rk on a special d rive throug h the Investors’ Awareness Ca mpaig ns a nd  the 
other e d uc ation e fforts to urg e sharehold ers to utilize the nom ination fa cility. 
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Dem aterialized  shares  

 
Joint hold ers  
 
E. In relation to BO ac count held  in joint na m es, DP(s) sha ll autom atic ally open new 
ac count on an applic ation b y the surviving  m e m b e r(s) b a se d  on existing  d ocum ents, 
except in case of upd ation of the d ocum ents require d  as per the Know Your Client 
norm s, a nd  a d d itiona l d ocum ents such as notarize d  / atteste d  copy of the d e ath 
certific ate of the d e c e ase d  ac count hold er(s), TRF, etc. The Depositories shall a m e nd  
their b yelaws / b usiness rules, operational instructions to g ive e ffe ct to this.  

 
 

N om ination  
 

F. The nom ination fa cility sha ll b e e ncoura g e d  b y the Depositories. Depositories sha ll 
launch a specia l d rive with the help of DPs and  take pro-active steps to ensure that 
all its existing  BO ac counts are upd ate d  with nom ination.  The DPs shall specific ally 
targ et its BOs which have not opte d  for nom ination b y way of special letter d rawing  
the attention of the BOs to the b e ne fits of nom ination. This shall b e apart from  the 
norm a l com m unic ation cha nnels that the Depositories / DPs have with its BOs for 
such m essa g es. 

 
G. As re g ard s new accounts opene d  on or a fter Octob er 01, 2007, it shall b e provid e d  
for at the ac count opening  sta g e itself that the nom ination is insiste d  upon. In case 
the person is not intereste d  to nom inate, then such a person would  have to g ive a 
positive d e claration to the e ffe ct that he d oes not want nom ination for his ac count as 
und er: ‘N o, I d o not want to nom inate anyone on m y b e half.’ 

 
H. As re g ard s nom ination, to pla c e m atters b e yond  d oub t, it is recom m end e d  that 
provisions sim ilar to sec 109A & 109B of the Com panies Act 1956 should  b e inserte d  
in Depositories Act so that a sing le nom ination c an b e  m a d e  for all shares held  in the 
BO ac count. 

 
Tim e Fram e 
 
I. To ensure that the tra nsm ission cases are d e a lt with in a tim e b ound  m a nner, a 
stipulation of tim e lim it on sim ilar lines as has b e e n state d  in Clause 12A (3) in 
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relation to ‘Transfer’ b y way of insertion / a m e nd m e nt to the said  Clause  of the 
Listing  Ag re em e nt should  also b e  m a d e  for transm ission. 

 
Attestation 
 
J. For the purposes of attestation of the d ocum ents require d  b y the com panies a nd  
Depositories, the attestation of a Gazette d  O ffic er, und er its se al shall also suffice.  

 
 
_________________   ________________     ________________         ____________________ 
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