
Dematerialisation of Shares 

Dematerialization ('Demat' in short form) signifies conversion of a share certificate from its 

present physical form to electronic form for the same number of holding.  

It offers scope for paperless trading through state-of-the-art technology, whereby share 

transactions and transfers are processed electronically without involving any share 

certificate or transfer deed after the share certificates have been converted from physical 

form to electronic form.  

Demat attempts to avoid the time consuming and complex process of getting shares 

transferred in the name of buyers as well its inherent problems of bad deliveries, delay in 

processing/fraudulent interception in postal transit, etc.  

BSE has issued a Circular to Listed Companies on July 05, 2018   informing about 

amendment to Regulation 40 of Securities and Exchange Board of India (Listing 

Obligations and Disclosure Requirements) Regulations, 2015 vide Gazette 

notification dated June 8, 2018 has mandated that transfer of securities would be 

carried out in dematerialized form only. 

According to the Circular, request for effecting transfer of securities shall not be 

processed unless the securities are held in the Dematerialized form with the 

depository with effect from December 5, 2018.  Therefore, please note that R&T 

agent and Company will not be accepting any request for transfer of shares in 

physical form with effect from December 5, 2018. This restriction shall not be 

applicable to the request received for transmission or transposition of physical 

shares. 

You may access the Circular from the website of Bombay Stock Exchange using the 

following link: 

https://www.bseindia.com/corporates/Displaydata.aspx?Id=cd22b184-1153-4b05-8ad9-

d04699161f89&Page=cir 

The Depositories Act, 1996 has been enacted to regulate the matters related and incidental 

to the operation of Depositories and demat operations. Two Depositories are in operation - 

National Securities Depository Limited (NSDL) and Central Depository Services Limited 

(CDSL).  

You may also visit web site of depositories viz., NSDL or CDSL for further understanding 

about the demat procedure: 

NSDL website:  https://nsdl.co.in/faqs/faq.php (dematerialization) 

CDSL website: https://www.cdslindia.com/investors/open-demat.aspx 

 

 



Procedure of Dematerialisation (DEMAT) 

• The client (registered owner) will submit a request to the DP in the Dematerialisation 

Request Form for dematerialisation, along with the certificates of securities to be 

dematerialised. Before submission, the client has to deface the certificates by writing 

"SURRENDERED FOR DEMATERIALISATION". 

• The DP will verify that the form is duly filled in and the number of certificates, number 

of securities and the security type (equity, debenture etc.) are as given in the DRF. If the 

form and security count is in order, the DP will issue an acknowledgement slip duly 

signed and stamped, to the client.  

• The DP will scrutinize the form and the certificates. This scrutiny involves the following: 

o Verification of Client's signature on the dematerialisation request with the 

specimen signature (the signature on the account opening form). If the signature 

differs, the DP should ensure the identity of the client.  

o Compare the names on DRF and certificates with the client account.  

o Paid up status  

o ISIN(International Securities Identification Number) 

o Lock - in status 

o Distinctive numbers 

• In case the securities are not in order they are returned to the client and acknowledgment 

is obtained. The DP will reject the request and return the DRF and certificates in case:  

o A single DRF is used to dematerialise securities of more than one company.  

o The certificates are mutilated, or they are defaced in such a way that the material 

information is not readable. It may advise the client to send the certificates to the 

Issuer/ R&T agent and get new securities issued in lieu thereof.  



o Part of the certificates pertaining to a single DRF is partly paid-up; the DP will 

reject the request and return the DRF along with the certificates. The DP may 

advise the client to send separate requests for the fully paid-up and partly paid-up 

securities.  

o Part of the certificates pertaining to a single DRF is locked-in, the DP will reject 

the request and return the DRF along with the certificates to the client. The DP 

may advise the client to send a separate request for the locked-in certificates. 

Also, certificates locked-in for different reasons should not be submitted together 

with a single DRF  

• In case the securities are in order, the details of the request as mentioned in the form are 

entered in the DPM (software provided by NSDL to the DP) and a Dematerialisation 

Request Number (DRN) will be generated by the system.  

• The DRN so generated is entered in the space provided for the purpose in the 

dematerialisation request form.  

• A person other than the person who entered the data is expected to verify details recorded 

for the DRN. The request is then released by the DP which is forwarded electronically to 

DM (DM - Depository Module, NSDL's software system) by DPM. 

• The DM forwards the request to the Issuer/ R&T agent electronically.  

• The DP will fill the relevant portion viz., the authorisation portion of the demat request 

form. 

• The DP will punch the certificates on the company name so that it does not destroy any 

material information on the certificate.  

• The DP will then dispatch the certificates along with the request form and a covering 

letter to the Issuer/ R&T agent.  



• The Issuer/ R&T agent confirms acceptance of the request for dematerialisation in his 

system DPM (SHR) and the same will be forwarded to the DM, if the request is found in 

order. 

• The DM will electronically authorise the creation of appropriate credit balances in the 

client's account. 

• The DPM will credit the client's account automatically.  

• The DP must inform the client of the changes in the client's account following the 

confirmation of the request.  

• The issuer/ R&T may reject dematerialisation request in some cases. The issuer or its 

R&T Agent will send an objection memo to the DP, with or without DRF and security 

certificates depending upon the reason for rejection. The DP/Investor has to remove 

reasons for objection within 15 days of receiving the objection memo. If the DP fails to 

remove the objections within 15 days, the issuer or its R&T Agent may reject the request 

and return DRF and accompanying certificates to the DP. The DP, if the client so 

requires, may generate a new dematerialisation request and send the securities again to 

the issuer or its R&T Agent. No fresh request can be generated for the same securities 

until the issuer or its R&T Agent has rejected the earlier request and informed NSDL and 

the DP about it. 

 


