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Transfer of shares in Demat

The Companies Act, 2013 (“the Act”) reads:

“Private Company” means a company having a minimum paid-up share capital as may be
prescribed, and which by its articles —

(i) restricts the right to transfer its shares;
(ii) except in case of One Person Company, limits the number of its members to two hundred”

However, implementing restriction on transfer of shares had become difficult after the shares of the
Private Limited Company were dematerialized in accordance with applicable Sections of the Act, as
the transferor holding shares of the company would simply deliver a Delivery Instruction Slip (DIS) to
their Depository Participant (DP). The DP would then review the DIS and after confirmation of
payment of Stamp Duty credit the shares to the Transferee. The company could control this process
only if they had the "Freeze Transactions" option in the Issuer Portal activated which gave the
company upto 7 days to either approve or reject the transfer after the DIS was submitted by the
Transferor to the DP.

Clarifying the process further, NSDL vide Circular dtd. 3rd June 2025 has mandated that the Transferor
must submit a written approval (format prescribed in the Circular) from the company along with the
DIS for the transfer to be processed by the DP thereby upholding the requirement of prior approval
of the Board of the company.

The process subsequent to the NSDL Circular can be simplified as follows:
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The onus is on the transferor to ensure that the above process is fulfilled.
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