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Securities and Exchange Board of India vide circular dated September 19, 2025, has provided

ease of doing investment for smooth transmission of securities from Nominee to Legal Heir

» The Securities and Exchange Board of India (SEBI) has simplified the process of transferring
securities from a nominee to a legal heir. The new guideline introduces a specific reporting code to
prevent unnecessary tax liabilities and streamline the process.

» Analysis:

+ Key Highlights are:

e New Reporting Code: SEBI has introduced a new standard reason code, "TLH" (Transmission
to Legal Heirs). This code must be used by reporting entities when transmitting securities from a
nominee to a legal heir.

e Tax Exemption: The new code ensures that these transmissions are not incorrectly treated as
"transfers” or "sales" and are therefore not subject to capital gains tax. This aligns the reporting
process with the Income Tax Act, 1961, which already exempts such transmissions.

o Effective Date: The new reporting code becomes effective from January 1, 2026.

+ The SEBI framework impacts a variety of organizations and professions involved in the social
sector and capital markets:

e Investors/Security Holders: This circular directly impacts individuals who hold
dematerialized (demat) securities, mutual funds, or physical shares and have appointed a nominee.
e Nominees: The primary beneficiaries of this change are the nominees of a deceased investor.
They will no longer face the hassle of paying capital gains tax and then having to apply for a refund.
o Financial Professionals and Institutions: This includes Registrars to an Issue and Share
Transfer Agents (RTAs), listed companies, depositories, and depository participants. These entities

are required to update their systems to use the new "TLH" code.

» The circular is attached herein.
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