
 

 



www.ijlra.com 

Volume 2 Issue 7|Jan 2024 ISSN: 2582-6433 

 

1  

 

 

 

 

 

  DISCLAIMER 

 

 

No part of this publication may be reproduced or copied in any form by any means 

without prior written permission of Managing Editor of IJLRA. The views 

expressed in this publication are purely personal opinions ofthe authors and do not 

reflect the views of the Editorial Team of IJLRA. 

 

Though every effort has been made to ensure that the information in Volume 2 

Issue 7 is accurate and appropriately cited/referenced, neither the Editorial Board nor 

IJLRA shall be held liable or responsible in any manner whatsever for any 

consequences for any action taken by anyone on the basis of information in the              

Journal. 

 

 
 

Copyright © International Journal for Legal Research & Analysis 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|Jan 2024 
ISSN: 2582-6433 

 

 

 

Page | 2  
 

 

 

EDITORIAL TEAM 

 
EDITORS 

 

 

Megha Middha 

Megha Middha, Assistant Professor of Law in Mody University of Science and 

Technology, Lakshmangarh, Sikar 

Megha Middha, is working as an Assistant Professor of Law in Mody University 

of Science and Technology, Lakshmangarh, Sikar (Rajasthan). She has an 

experience in the teaching of almost 3 years. She has completed her graduation in 

BBA LL.B (H) from Amity University, Rajasthan (Gold Medalist) and did her post-

graduation (LL.M in Business Laws) from NLSIU, Bengaluru. Currently, she is 

enrolled in a Ph.D. course in the Department of Law at Mohanlal Sukhadia 

University, Udaipur (Rajasthan). She wishes to excel in academics and research 

and contribute as much as she can to society. Through her interactions with the 

students, she tries to inculcate a sense of deep thinking power in her students and 

enlighten and guide them to the fact how they can bring a change to the society 

 

 

Dr. Samrat Datta 

Dr. Samrat Datta  Seedling School of Law and Governance, Jaipur 

National University, Jaipur. Dr. Samrat Datta is currently associated 

with Seedling School of Law and Governance, Jaipur National 

University, Jaipur. Dr. Datta has completed his graduation i.e., 

B.A.LL.B. from Law College Dehradun, Hemvati Nandan Bahuguna 

Garhwal University, Srinagar, Uttarakhand. He is an alumnus of KIIT 

University, Bhubaneswar where he pursued his post-graduation 

(LL.M.) in Criminal Law and subsequently completed his Ph.D. in 

Police Law and Information Technology from the Pacific Academy of 

Higher Education and Research University, Udaipur in 2020. His area 

of interest and research is Criminal and Police Law. Dr. Datta has a 

teaching experience of 7 years in various law schools across North 

India and has held administrative positions like Academic Coordinator, 

Centre Superintendent for Examinations, Deputy Controller of 

Examinations, Member of the Proctorial Board 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|Jan 2024 
ISSN: 2582-6433 

 

 

 

Page | 3  
 

 

 

Dr. Namita Jain 

 Head & Associate Professor 

School of Law, JECRC University, Jaipur Ph.D. (Commercial Law) LL.M., UGC -NET 

Post Graduation Diploma in Taxation law and Practice, Bachelor of Commerce. 

Teaching Experience: 12 years, AWARDS AND RECOGNITION of Dr. Namita Jain are 

- ICF Global Excellence Award 2020 in the category of educationalist by I Can 

Foundation, India.India Women Empowerment Award in the category of “Emerging 

Excellence in Academics by Prime Time & Utkrisht Bharat Foundation, New 

Delhi.(2020). Conferred in FL Book of Top 21 Record Holders in the category of 

education by Fashion Lifestyle Magazine, New Delhi. (2020).Certificate of Appreciation 

for organizing and managing the Professional Development Training Program on IPR 

in Collaboration with Trade Innovations Services, Jaipur on March 14th, 2019 

 

Mrs.S.Kalpana 

                                            Assistant professor of Law 

Mrs.S.Kalpana, presently Assistant professor of Law, VelTech Rangarajan Dr. 

Sagunthala R & D Institute of Science and Technology, Avadi.Formerly 

Assistant professor of Law,Vels University in the year 2019 to 2020, Worked as 

Guest Faculty, Chennai Dr.Ambedkar Law College, Pudupakkam. Published 

one book. Published 8Articles in various reputed Law Journals. Conducted 

1Moot court competition and participated in nearly 80 National and 

International seminars and webinars conducted on various subjects of Law. Did 

ML in Criminal Law and Criminal Justice Administration.10 paper 

presentations in various National and International seminars. Attended more 

than 10 FDP programs. Ph.D. in Law pursuing. 

Avinash Kumar 

Avinash Kumar has completed his Ph.D. in International Investment Law from 

the Dept. of Law & Governance, Central University of South Bihar. His research 

work is on “International Investment Agreement and State's right to regulate 

Foreign Investment." He qualified UGC-NET and has been selected for the 

prestigious ICSSR Doctoral Fellowship.He is an alumnus of the Faculty of Law, 

University of Delhi. Formerly he has been elected as Students Union President 

of Law Centre-1, University of Delhi.Moreover, he completed his LL.M. from 

the University of Delhi (2014-16), dissertation on "Cross-border Merger & 

Acquisition"; LL.B. from the University of Delhi (2011-14), and B.A. (Hons.) 

from Maharaja Agrasen College, University of Delhi. He has also obtained P.G. 

Diploma in IPR from the Indian Society of International Law, New Delhi.He has 

qualified UGC – NET examination and has been awarded ICSSR – Doctoral 

Fellowship. He has published six-plus articles and presented 9 plus papers in 

national and international seminars/conferences. He participated in several 

workshops on research methodology and teaching and learning. 

 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|Jan 2024 
ISSN: 2582-6433 

 

 

 

Page | 4  
 

 

 

 

 

 

 

ABOUT US 
 

 

INTERNATIONAL JOURNAL FOR LEGAL RESEARCH & ANLAYSIS 

ISSN 

2582-6433 is an Online Journal is Monthly, Peer Review, Academic Journal, 

Published online, that seeks to provide an interactive platform for the publication 

of Short Articles, Long Articles, Book Review, Case Comments, Research 

Papers, Essay in the field of Law & Multidisciplinary issue. Our aim is to 

upgrade the level of interaction and discourse about contemporary issues of law. 

We are eager to become a highly cited academic publication, through quality 

contributions from students, academics, professionals from the industry, the bar 

and the bench. INTERNATIONAL JOURNAL FOR LEGAL RESEARCH & 

ANALYSIS ISSN 2582-6433 welcomes contributions from all legal branches, 

as long as the work is original, unpublished and is in consonance with the 

submission guidelines. 

 

 

 

 

 

 

 

 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|Jan 2024 
ISSN: 2582-6433 

 

 

 

Page | 5  
 

 

 

TRANSFER AND REGISTRATION OF 

SECURITIES 
 

AUTHORED BY - UTKARSH UPADHYAY 

 

 

ABSTRACT 

The provided text covers various aspects of securities transfer, stamp duty, registration processes, 

refusal of transfer, roles of the Registrar of Companies (RoC), and penalties for non-compliance 

under the Companies Act of 2013.  

 

The instrument of transfer is crucial in transferring securities, ensuring a clear and binding 

transition, particularly in the context of stocks and bonds. The process involves the use of transfer 

forms, collaboration between different parties, and electronic systems to enhance efficiency and 

trust in the transfer of securities.  

 

Stamp duty, a form of taxation on transfer documents, is explored, emphasizing its significance 

in securities transfer and registration. Non-compliance with stamp duty regulations can have legal 

consequences, underscoring the importance of understanding and fulfilling stamp duty 

obligations. 

 

The registration process of securities is detailed, covering allotment, filing forms, payment of 

stamp duty, issuance of certificates, compliance with SEBI guidelines, and periodic returns. 

Compliance with SEBI guidelines is highlighted as an essential aspect for companies issuing 

securities. 

 

The text discusses the refusal of transfer, which is governed by the company's Articles of 

Association (AOA). Legal reasons for refusal, the notice period, and the appeal process are 

outlined. The National Company Law Tribunal (NCLT) is introduced as the authority to review 

and potentially overturn a company's decision to refuse transfer. 

 

The role of the Registrar of Companies is explored, encompassing company incorporation, 
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documentation, annual filing compliance, revision of memoranda and articles, and handling 

securities and debentures. The RoC's authority to conduct examinations into company affairs and 

strike off names of non-compliant companies is highlighted. 

 

The registration process involves the allocation of share instruments, timelines, format, sealing, 

and compliance with SEBI guidelines. Electronic share instruments and custody are mentioned, 

emphasizing the need for shareholders to adhere to guidelines and comply with regulations. 

 

Transmission of shares due to events like death is explained, detailing the submission of 

documents, board resolution, updating registers, and compliance with SEBI guidelines. The 

process is differentiated from a regular transfer of shares. 

 

Pre-emption rights, aimed at safeguarding existing shareholders' interests, are discussed for 

maintaining control, stability, fairness, and equality. The procedure for exercising pre-emption 

rights and potential exceptions are outlined. 

 

Finally, the text touches upon penalties and consequences for non-compliance, encompassing 

fiscal penalties, imprisonment, fines, disqualification of directors, strike-off from the register, 

freezing of bank accounts, class action suits, compounding of offenses, appointment of directors 

by NCLT, and civil liability. It emphasizes the importance of legal compliance to avoid adverse 

consequences. 

 

INTRODUCTION 

Instrument of transfer refers to the legal document used to transfer power of securities from one 

party to another. In the environment of fiscal requests, securities similar as stocks and bonds are 

tangible representations of power or debt, and their transfer is eased by specific instruments to 

insure a clear and fairly binding transition.   For stocks, the primary instrument of transfer is the 

stock instrument. In the history, physical instruments were commonplace, representing power of 

a specific number of shares in a company. still, with the arrival of electronic trading, utmost stock 

power is now recorded electronically. The instrument of transfer for electronically traded stocks 

is generally a book entry in the records of the central securities repository or an analogous 

institution.   Bonds, whether in physical or electronic form, also bear instruments of transfer. 

Physical bonds frequently involve the countersign and delivery of the physical instrument, 
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analogous to the process with stock instruments. On the other hand, electronic bond transfers are 

generally eased through book- entry systems or electronic registries.   In addition to stock and 

bond instruments, transfer forms play a pivotal part in the process. These forms, frequently 

handed by the issuing company or a fiscal institution, contain details of the sale, including the 

names of the buyer and dealer, the securities being transferred, and any applicable autographs. 

The completion and submission of these forms help insure the legal transfer of power.   also, the 

agreement process involves the collaboration of colourful parties, similar as brokers, 

clearinghouses, and magazines, to finalize the transfer of securities. The use of secure electronic 

systems and standardized procedures enhances the effectiveness and trust ability of these 

transfers.   In substance, the instrument of transfer is a crucial element in the lifecycle of securities, 

furnishing the necessary attestation and legal frame to grease the smooth and secure transition of 

power between parties in the dynamic geography of fiscal requests.1 

 

TRANSFER OF SECURITIES 

The delivery and transfer of securities involve the physical or electronic movement of power from 

one party to another. This process is pivotal in fiscal requests, that buyers admit the securities 

they have bought and merchandisers relinquish their power rights. The mechanisms for delivery 

and transfer can vary depending on the type of securities involved and request practices.   For 

physically traded securities, similar as stock instruments or paper bonds, delivery occurs when 

the dealer hands over the physical instruments to the buyer. Signatures and autographs on the 

instruments, along with the completion of transfer forms, validate and validate the transfer of 

power.   In discrepancy, the maturity of securities in ultramodern fiscal requests are traded and 

held electronically. Electronic transfer frequently involves the updating of power records within 

centralized magazines or through book- entry systems. When an investor buys securities, the 

power records are acclimated to reflect the new holder. This process eliminates the need for 

physical delivery and streamlines the transfer of power.   The agreement process follows the 

delivery and involves the finalization of the sale. Clearinghouses and agreement systems play a 

pivotal part in icing that securities and finances are changed directly between buyers and 

merchandisers. The agreement period, known as T 2(trade date plus two business days) in 

numerous requests, allows for the necessary executive and logistical way to be completed.   

                                                      
1 Investopedia.com  

Eliabrary.imf.org 

Tax2win.in 
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Effective transfer and delivery systems are essential for the smooth functioning of fiscal requests. 

They enhance liquidity, reduce pitfalls, and contribute to overall request integrity. Regulatory 

bodies, similar as the Securities and Exchange Commission (SEC) in the United States, oversee 

and regulate these processes to maintain investor confidence and cover request actors. 

 

STAMP DUTY 

Stamp duty is a pivotal aspect of the2 legal and fiscal considerations associated with the transfer 

and enrolment of securities. It's a form of taxation assessed on certain documents, and its 

counteraccusations play a significant part in the process of transferring power of securities.   

When securities similar as stocks or bonds are transferred, a document evidencing the transfer is 

generally involved. In numerous authorities, this transfer document is subject to stamp duty. The 

quantum of stamp duty varies, and it may be calculated grounded on the value of the securities 

being transferred. The responsibility for paying stamp duty frequently falls on the buyer, but 

agreements between the parties may determine else.   Stamp duty isn't only applicable to the 

transfer of securities but also to the enrolment of those securities. When securities are issued or 

transferred, they frequently need to be registered with applicable authorities or nonsupervisory 

bodies. The enrolment process, which involves establishing the details of the securities and their 

power, may attract stamp duty.   In the environment of stock requests, stock exchanges and 

magazines are generally involved in the enrolment process. Stamp duty may be levied on the 

enrolment of shares or other securities with these realities. It's essential for request actors to be 

apprehensive of the applicable stamp duty rates and regulations to ensure compliance during the 

transfer and enrolment of securities.   Failure to pay the needed stamp duty can have legal 

counteraccusations, potentially rendering the transfer or enrolment invalid. This emphasizes the 

significance of directly assessing and fulfilling stamp duty scores during these deals. 

Governments use stamp duty as a source of profit and as a means to regulate and cover fiscal 

deals within the securities request.   Overall, understanding the stamp duty counteraccusations in 

the environment of transferring and registering securities is pivotal for request actors to ensure 

compliance with legal conditions and to grease smooth and fairly valid deals in the fiscal requests. 

 

                                                      
Indiainfoline.com 

pwc.in last visit 27th jan. 2024 

taxguru.com 

bsamrishindia.com 
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THE REGISTRATION PROCESS OF SECURITIES 

 Allotment of Securities - Before enrolment, a company must first lot the securities to the 

aspirants. Allotment refers to the process of allocating securities to shareholders grounded 

on their operations.  

 Form of Form papers- 3 The company is needed to file Form papers- 3(Return of 

Allotment) with the Registrar of Companies within thirty days of allotment. This form 

contains details of the securities distributed, including the names and addresses of 

allottees, the number and type of securities distributed, the quantum paid on similar 

securities, etc.    

 Payment of Stamp Duty - Stamp duty must be paid on the allotment of securities as per 

the applicable rates. This is pivotal for legal validity, and failure to pay stamp duty can 

affect in penalties.   

 Allocation of Certificate of Allotment - Upon blessing from the RoC and compliance 

with stamp duty conditions, the company issues an instrument of allotment to the 

shareholders. This instrument serves as substantiation of power of the securities.  

 Form of Form MGT- 14 for Special judgments - If the allotment of securities involves 

a special resolution, the company is needed to file Form MGT- 134 with the RoC. This 

form contains details of the special resolution and other applicable information.   

 Register of Members - The company maintains a Register of Members, which includes 

details of securities held by each member. This register is streamlined after each allotment.   

 Form of Periodic Returns - The company is obliged to file periodic returns with the 

RoC, furnishing an overview of its fiscal and functional status. This includes details of 

securities issued and outstanding.   

 Compliance with SEBI Guidelines - In addition to the Companies Act, companies 

issuing securities must misbehave with guidelines issued by the Securities and Exchange 

Board of India (SEBI), which regulates securities requests.   It's important for companies 

to cleave to these procedures to ensure legal compliance and to maintain the confidence 

of investors and nonsupervisory authorities. Non-compliance may lead to penalties and 

other legal consequences. Companies should also stay streamlined on any emendations to 

the Companies Act and affiliated regulations that may impact the enrolment process for 

                                                      
3 Sec.gov.ng 

Investor.gov 

Study.com 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|Jan 2024 
ISSN: 2582-6433 

 

 

 

Page | 10  
 

 

 

securities. 

 

REFUSAL OF TRANSFER 

 Article of Association (AOA) - The AOA of a company generally includes vittles’ related 

to the transfer of shares. These vittles’ outline the conditions under which the company 

can refuse the transfer of shares. Shareholders agree to these vittles when they come 

members of the company. 

 Legitimate Reasons for Refusal- The company can refuse the transfer of securities for 

licit reasons mentioned in its AOA. Common reasons include on-compliance with 

procedural conditions, restrictions on transfer assessed by the AOA, or the actuality of 

overdue calls or other outstanding scores.   

 Notice of Refusal - When a company decides to refuse the transfer of securities, it must 

communicate this decision to the transferor and transferee. The company generally sends 

a notice specifying the grounds for turndown within a 4quested period, as mentioned in 

the AOA.  

 Time Limit for Refusal - The Companies Act stipulates a specific time limit within 

which the company must communicate its decision to refuse the transfer. The turndown 

must be communicated within 30 days from the date of damage of the instrument of 

transfer or within the time frame specified in the AOA.   

 Appeal by Transferor or Transferee - If the company refuses the transfer, the transferor 

or transferee has the right to appeal against the decision. This appeal should be made 

within 30 days of entering the notice of turndown. The appeal is generally directed to the 

National Company Law Tribunal (NCLT).    

 NCLT's Authority - The NCLT has the authority to stamp the company's decision to 

refuse the transfer if it finds the turndown unjustified or in violation of the law. The NCLT 

may direct the company to register the transfer and take necessary conduct to ensure 

compliance.  

 Regulatory Compliance - Companies should ensure that their turndown of transfer aligns 

with both the Companies Act and the AOA. It’s pivotal to avoid arbitrary declinations and 

cleave to legal vittles to maintain translucency and fairness in the transfer process.   

                                                      
4 indiacode.nic.in  

blog.ipleader.in 

ca2013.com 

advocatekhoj.com 
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Refusing the transfer of securities is a medium handed by the Companies Act to cover the 

interests of the company and its shareholders. Companies must exercise this right 

judiciously, icing that their conduct are in agreement with the law and don’t overly 

prejudice the licit interests of the parties involved. 

 

REGISTRAR OF COMPANIES 

 Objectification of Companies - The RoC facilitates the process of incorporating new 

companies. It reviews and approves the documents submitted during the enrolment 

process, including the company's memorandum and papers of association.  

 Company Registration and Documentation - The RoC maintains a registry of all 

companies registered in its governance. It handles the enrolment of documents related to 

the creation, revision, and satisfaction of charges, translucency and availability of 

company information.  

 Annual Filing 5Compliance - Companies are needed to file colourful documents and 

periodic returns with the RoC to maintain compliance with the law. The RoC oversees the 

timely submission of these documents, including fiscal statements, adjudicator reports, 

and other statutory forms.  

 Revision of Memorandum and Articles - Requests for differences to a company's 

memorandum and papers of association, similar as changes in the company's name, 

registered office, or share capital, are reused and approved by the RoC.   

 Issue of Securities and Debentures - The RoC ensures compliance with regulations 

related to the allocation of securities and debentures by companies. It reviews and 

approves documents related to the allotment and transfer of securities.   

 Disquisition and Examination - The RoC has the authority to conduct examinations and 

examinations into the affairs of companies to ensure compliance with legal conditions. 

This includes examining the books, records, and documents maintained by the company.   

 Blessing of Names - Before a company is incorporated, the RoC approves the proposed 

name of the company to ensure that it complies with naming guidelines specified in the 

Companies Act.   

 Adjudication and disagreement Resolution - The RoC plays a part in adjudging 

                                                      
5 mca.gov.in 

companiesinn.com 

cleartax.in 

justdial.com 
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controversies related to company matters. It may settle controversies between companies 

and their stakeholders and exercise its powers to resolve issues.   

 Striking Off Names - The RoC has the authority to strike off the names of defunct orlon-

compliant companies from the register after following due process. This helps maintain 

an accurate and streamlined registry of active companies.   The Registrar of Companies 

acts as a critical nonsupervisory authority, promoting translucency, responsibility, and 

legal compliance within the commercial sector. Its functions contribute to the proper 

functioning of the companies registered under the Companies Act of 2013 and ensure that 

they operate within the legal frame established to cover stakeholders' interests. 

 

REGISTRATION PROCESS 

 Allocation of Share instruments- Section 46 of the Companies Act 2013 authorizations 

the allocation of share instruments 6to shareholders. A share instrument is a legal 

document that certifies power of shares in a particular company. It includes details similar 

as the name of the shareholder, the number of shares held, the distinctive figures of the 

shares, and the face value of each share.    

 Timeline for allocation - The company is needed to issue share instruments within a 

specified period from the date of allotment of shares or the date of enrolment of the 

transfer of shares. The time limit is generally two months, but companies may extend it 

to an outside of four months if authorized by the papers of association.  

 Format and Contents - Share instruments must be issued in the specified format and 

should contain essential details as per the Companies Act. These details include the name 

of the company, its listed office address, the shareholder's name, the distinctive number 

of shares, the face value, and the quantum paid- up.  

 Sealing and hand - Share instruments must be sealed with the company's common seal, 

if applicable, and linked by authorized signatories, generally directors and the company 

clerk. The hand attests to the authenticity of the share instrument.    

 Lost, Destroyed, or Defaced instruments - In case a share instrument is lost, destroyed, 

or defaced, the shareholder can apply to the company for an indistinguishable share 

instrument. The company may bear the shareholder to misbehave with certain procedures 

                                                      
6 muds.co.in 

corpzo.com 

sebi.gov.in last visit 28th jan.2024 

tax2win.in 
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and give reprisal against implicit claims.   

 Transfer of Shares - When shares are transferred from one shareholder to another, the 

transferor surrenders the old share instrument, and the company issues a new bone to the 

transferee. The process involves streamlining the register of members.   

 Electronic Share instruments - The Companies Act 2013 allows for the allocation of 

electronic share instruments. In similar cases, the company maintains an electronic record 

of the shareholding, and the shareholder receives an electronic instrument rather of a 

physical bone.  

 Custody and Safekeeping - Shareholders are responsible for the keeping of their share 

instruments. These instruments are pivotal for sharing in shareholder meetings, entering 

tips, and transferring power. 

 Compliance with SEBI Guidelines - In addition to the Companies Act, companies 

issuing securities need to misbehave with guidelines issued by the Securities and 

Exchange Board of India (SEBI) related to partake instruments and their transfer.   Share 

instruments play a vital part in furnishing legal substantiation of share power, easing 

translucency, and proper commercial governance. Shareholders should precisely save 

these instruments and follow the necessary procedures outlined by the Companies Act in 

case of any differences, transfers, or reserves. 

 

TRANSMISSION OF SHARES 

 Event driving Transmission - Transmission occurs when there's a change in power due 

to the death of a shareholder, ruin, or other circumstances outlined in the company’s 

papers of association (AOA) or legal vittles. 

 Submission of Documents - The legal heir at law or representative of the departed 

shareholder, or the person entitled to the shares due to any other event, initiates the 

transmission process by submitting applicable documents to the company. These 

documents may include the death instrument, race instrument, or any other legal 

documents establishing the claim to the shares. 

 Board Resolution - The board of directors of the company reviews the submitted 

documents and, upon satisfaction7, passes a resolution feting the transmission of shares to 

                                                      
7 enterslice.com 

Mondaq.com 

Msassociates.pro 

Taxguru.com 
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the due descendant. The resolution authorizes the transfer of shares in the company's 

records.  

 Transmission Entry in Register of Members - The company updates its register of 

members to reflect the transmission of shares. The name of the new shareholder is entered 

into the register, and the shares are marked as transmitted.    

 Allocation of New Share Certificate - A new share instrument is issued in the name of 

the new shareholder, reflecting the transmission of shares. This instrument is pivotal for 

the new proprietor to assert their power rights. 

 Transfer of Other Entitlements - In addition to the shares, other entitlements like tips, 

perk shares, and voting rights are also transferred to the new shareholder. This ensures 

that the new proprietor enjoys all the rights associated with the shares.    

 Announcement to Stock Exchanges - If the company is listed on stock exchanges, the 

company notifies the exchanges about the transmission of shares in agreement with the 

table agreement and SEBI regulations.  

 Transmission and Compliance with SEBI Guidelines - The process of transmission 

must misbehave with the guidelines issued by the Securities and Exchange Board of India 

(SEBI), translucency and guarding the interests of shareholders.   

 Transmission vs. Transfer - It's important to note that transmission differs from a regular 

transfer of shares. In a transmission, the change in power occurs without any voluntary 

action by the original shareholder, distinguishing it from a typical transfer where shares 

are vended or blessed.   The transmission process is designed to grease the smooth transfer 

of power in cases of unlooked-for events. It ensures that the due heirs at law or 

representatives can assert their power rights over the inherited shares in compliance with 

legal and nonsupervisory conditions. Companies, in collaboration with legal heirs at law 

or representatives, play a pivotal part in executing this process efficiently. 

 

8 PRE-EMPOTION RIGHTS 

 Guarding Being Shareholders - usurpation rights aim to guard the interests of current 

shareholders by furnishing them with the first occasion to maintain or increase their power 

stake in the company. This helps help dilution of their power chance when new shares are 

                                                      
8 law.cornell.edu 

kluwerlawonline.com 

vestd.com 

ivestopedia.com 
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issued.    

 Maintaining Control and Stability - Companies frequently use usurpation rights to 

maintain stability and control over power structure. By allowing being shareholders to 

share in unborn share admeasurements, the company can avoid unforeseen changes in 

power and insure a further gradational elaboration of its shareholder base.  

 Fairness and Equality - usurpation rights promote fairness and equivalency among 

shareholders. Allowing being shareholders to share in new share immolations at the same 

terms and conditions as external parties ensures equal treatment and openings for all 

investors.    

 Procedure for Exercising usurpation Rights - When a company intends to issue new 

shares, it must first offer these shares to being shareholders in proportion to their current 

effects. Shareholders have the option to exercise their usurpation rights by subscribing to 

the new shares or renouncing their rights. However, the shares can also be offered to 

external parties, if a shareholder decides not to exercise their rights.   

 Price and Terms - The price and terms at which the new shares are offered to being 

shareholders under usurpation rights should be determined in agreement with the 

company’s papers of association. This helps establish clear guidelines for the valuation of 

the shares and ensures fairness in the process.  

 Legal and Regulatory Compliance - The exercise of usurpation rights must misbehave 

with legal and nonsupervisory conditions. Companies need to cleave to the vittles outlined 

in their papers of association and applicable commercial laws when enforcing usurpation 

rights.  

 Exceptions and Limitations - While usurpation rights are a common point, there may be 

exceptions or limitations specified in the papers of association. For case, the allocation of 

shares for certain purposes, similar as hand stock options or a junction, may be pure from 

usurpation rights.   In summary, usurpation rights are an essential medium in commercial 

governance, that being shareholders have the occasion to share in new share 

admeasurements and maintain their commensurable power in the company. These rights 

contribute to fairness, translucency, and stability in the company's capital structure. 

 

PENALITIES AND CONSEQUENCES 

 Financial Penalties - Companies and their officers failing to misbehave with statutory 

conditions may face fiscal penalties. These penalties can vary depending on the nature 
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and inflexibility of the non-compliance. The Act specifies different quantities for different 

offenses.  

 Imprisonment for Certain Offenses- In addition to fiscal penalties, certain offenses may 

attract imprisonment for the officers involved. For illustration, conduct like fraud, 

falsification of accounts, or unlawful withholding9ng of company property can lead to 

imprisonment.    

 Fine for Late Form of Documents - Companies are needed to file colourful documents 

and returns with the Registrar of Companies within quested timelines. Failure to do so 

may affect in forfeitures, which increase with the duration of the detention.   

 Disqualification of Directors - Directors set up shamefaced of non-compliance or 

engaging in fraudulent conditioning may face disqualification. They may be banned from 

holding the position of a director in any company for a specified period.   

 Strike- off from Register of Companies - Companies that fail to file fiscal statements or 

periodic returns for a successive period may face the threat of being struck off from the 

register of companies. This implies the company will cease to live as a legal reality.   

 Indurating of Bank Accounts - In cases of repeated on-compliance, the government may 

order the freezing of the company's bank accounts, affecting its fiscal operations.   

 Class Action Suits - The Companies Act allows shareholders and depositors to file class 

action suits against the company for fraudulent or unlawful conduct. This empowers 

stakeholders to inclusively seek compensation for damages caused by the company’s 

conduct.    

 Compounding of Offenses - Companies and officers may have the option to compound 

certain offenses by paying a penalty without witnessing legal proceedings. This provides 

an avenue for settling on-compliance issues without lengthy court battles.  

 Appointment of a director - In cases where the affairs of a company are being conducted 

in a manner prejudicial to public interest or in violation of laws, the National Company 

Law Tribunal (NCLT) may appoint a director to take over the operation of the company.    

 Civil Liability - Officers and directors may be held tête-à-tête liable for damages caused 

by their conduct. Civil liability may include compensating the company or other 

                                                      
9 incometaxindia.gov 
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stakeholders for losses incurred due ton on-compliance.   It’s pivotal for companies and 

their officers to be apprehensive of the legal conditions under the Companies Act 2013 

and take necessary way to ensure compliance. Regular checkups, proper attestation, and 

adherence to commercial governance practices are essential to avoid penalties and legal 

consequences. Legal advice should be sought when in mistrustfulness to maintain a robust 

and biddable commercial terrain. 

 

CONCLUSION 

In conclusion, the comprehensive overview of securities transfer, registration processes, stamp 

duty, refusal of transfer, Registrar of Companies, and associated penalties under the Companies 

Act 2013 provides valuable insights into the intricate world of financial transactions and corporate 

governance. The smooth transfer of securities is crucial in fiscal markets, and adherence to legal 

frameworks, such as the proper use of instruments of transfer, ensures transparency and fairness. 

Stamp duty, a form of taxation on transfer documents, adds a layer of fiscal consideration, 

highlighting the importance of understanding applicable rates and regulations. The registration 

process of securities involves several steps, including allotment, payment of stamp duty, issuance 

of certificates, and compliance with SEBI guidelines, underscoring the need for meticulous 

attention to legal requirements. 

 

The topic also delves into the refusal of transfer, emphasizing the role of Article of Association 

(AOA) in outlining conditions for refusal and the legal procedures involved. The Registrar of 

Companies (RoC) is a pivotal authority overseeing company registration, compliance, and 

dispute resolution, contributing to the transparency and legal integrity of the commercial sector. 

Furthermore, the registration process elucidates the steps companies must follow, including the 

allotment of share instruments, compliance with SEBI guidelines, and periodic filing of returns. 

Refusal of transfer mechanisms outlined in the Companies Act serves to protect the interests of 

companies and shareholders, with the National Company Law Tribunal (NCLT) acting as an 

arbiter in case of disputes. 

 

The topic extends to the transmission of shares, pre-emption rights, and the penalties and 

consequences associated with non-compliance. Transmission ensures the smooth transfer of 

power in unforeseen events, while pre-emption rights safeguard the interests of existing 

shareholders, promoting fairness, and equality. The discussion on penalties and consequences 
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underscores the importance of legal compliance, as non-compliance may lead to financial 

penalties, imprisonment, disqualification of directors, strike-off from the register, and other 

severe repercussions. 

 

In essence, the outlined processes and legal considerations create a robust framework for the 

functioning of companies and financial markets. Adherence to these processes not only ensures 

legal compliance but also contributes to the transparency, stability, and fairness of the commercial 

landscape. Companies and stakeholders are urged to stay informed, seek legal advice when 

needed, and prioritize compliance to maintain a resilient and ethical business environment. 
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