
Annex - 3 
(PART I, Section I, para 8(b)) 

 
Terms and conditions for Transfer of Shares /Convertible Debentures, by   
way of Sale, from a Person Resident in India to a Person Resident Outside 
India and from a Person Resident Outside India to a Person Resident in 
India 

   
1.1 In order to address the concerns relating to pricing, documentation, 

payment/ receipt and remittance in respect of the shares/ convertible debentures 

of an Indian company, in all sectors, transferred by way of sale, the parties 

involved in the transaction shall comply with the guidelines set out below. 

 
1.2 Parties involved in the transaction are (a) seller (resident/non-resident), 

(b) buyer (resident/non-resident), (c) duly authorized agent/s of the seller and/or 

buyer, (d) Authorised Dealer bank (AD) branch and (e) Indian company, for 

recording the transfer of ownership in its books. 

 
2. Responsibilities / Obligations of the parties  
 All the parties involved in the transaction would have the responsibility to 

ensure that the relevant regulations under FEMA are complied with and 

consequent on transfer of shares, the relevant individual limit/sectoral 

caps/foreign equity participation ceilings as fixed by Government are not 

breached. Settlement of transactions will be subject to payment of applicable 

taxes, if any. 

 
3. Method of payment and remittance/credit of sale proceeds 
3.1 The sale consideration in respect of the shares purchased by a person 

resident outside India shall be remitted to India through normal banking 

channels. In case the buyer is a NRI, the payment may be made by way of debit 

to his NRE/FCNR (B)/Escrow accounts. However, if the shares are acquired on 

non-repatriation basis by NRI, the consideration shall be remitted to India through 

normal banking channel or paid out of funds held in NRE/FCNR (B)/NRO/Escrow 

accounts. 
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3.2. The sale proceeds of shares (net of taxes) sold by a person resident 

outside India may be remitted outside India. In case of FII/RFPI, the sale 

proceeds may be credited to its special Non-Resident Rupee Account. In case of 

NRI, if the shares sold were held on repatriation basis, the sale proceeds (net of 

taxes) may be credited to his NRE /FCNR(B) accounts and if the shares sold 

were held on non repatriation basis, the sale proceeds may be credited to his 

NRO account subject to payment of taxes.  

 
3.3 The sale proceeds of shares (net of taxes) sold by an OCB may be 

remitted outside India directly if the shares were held on repatriation basis and if 

the shares sold were held on non-repatriation basis, the sale proceeds may be 

credited to its NRO (Current) Account subject to payment of taxes, except in the 

case of OCBs whose accounts have been blocked by Reserve Bank. 

 
4. Documentation 
Besides obtaining a declaration in the enclosed Form FC-TRS (in quadruplicate), 

the AD branch should arrange to obtain and keep on record the following 

documents: 

 
4.1 For sale of shares by a person resident in India 

i. Consent Letter duly signed by the seller and buyer or their duly 

appointed agent indicating the details of transfer i.e. number of shares 

to be transferred, the name of the investee company whose shares are 

being transferred and the price at which shares are being transferred. 

In case there is no formal Sale Agreement, letters exchanged to this 

effect may be kept on record. 

ii. Where Consent Letter has been signed by their duly appointed agent, 

the Power of Attorney Document executed by the seller/buyer 

authorizing the agent to purchase/sell shares. 

iii. The shareholding pattern of the investee company after the acquisition 

of shares by a person resident outside India showing equity 
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participation of residents and non-residents category-wise (i.e. 

NRIs/OCBs/foreign nationals/incorporated non-resident 

entities/FII/RFPIs) and its percentage of paid up capital obtained by the 

seller/buyer or their duly appointed agent from the company, where the 

sectoral cap/limits have been prescribed. 

iv. Certificate indicating fair value of shares from a Chartered Accountant. 

v. Copy of Broker’s note if sale is made on Stock Exchange 

vi. Undertaking from the buyer to the effect that he is eligible to acquire 

shares/ convertible debentures under FDI policy and the existing 

sectoral limits and Pricing Guidelines have been complied with. 

vii.  Undertaking from the FII/RFPI to the effect that the individual FII/RFPI 

ceiling as prescribed by SEBI has not been breached.  

 

4.2  For sale of shares by a person resident outside India 
i. Consent Letter duly signed by the seller and buyer or their duly 

appointed agent indicating the details of transfer i.e. number of shares 

to be transferred, the name of the investee company whose shares are 

being transferred and the price at which shares are being transferred. 

ii. Where the Consent Letter has been signed by their duly appointed 

agent the Power of Attorney Document authorizing the agent to 

purchase/sell shares by the seller/buyer. In case there is no formal 

Sale Agreement, letters exchanged to this effect may be kept on 

record. 

iii. If the sellers are NRIs/OCBs, the copies of RBI approvals evidencing 

the shares held by them on repatriation/non-repatriation basis. The 

sale proceeds shall be credited to NRE/NRO account, as applicable.  

iv. Certificate indicating fair value of shares from a Chartered Accountant. 

v. No Objection / Tax Clearance Certificate from Income Tax 

authority/Chartered Accountant.   

vi. Undertaking from the buyer to the effect that the Pricing Guidelines 

have been adhered to. 
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 Shares/convertible debentures of Indian companies purchased under Portfolio 

Investment Scheme by NRIs, OCBs cannot be transferred, by way of sale under 

private arrangement. 

Compliance is also to be ensured of the pricing and the reporting guidelines as 

stated under para 5 (Section I) and para 2 (Section V) respectively.  
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