
 

                                   

                                              

                 

                                   



 

 
  

 

 

1. INTRODUCTION 

The article explores the intricate dynamics of share-based collateral agreements within the complex realm of 

financial securities. It discusses the balance of trust and control between lenders and borrowers, delving into 

the legal and practical aspects of using company shares as collateral. The common practice of using shares as 

collateral provides flexibility for borrowers to secure loans without selling assets, while offering lenders tangible 

security. However, this introduces complexity, especially in enforcing rights during defaults. The article examines 

the legal framework, including the Indian Contract Act, 1872 and SEBI regulations, outlining the rights of parties 

involved. It analyses key case laws, such as PTC India Financial Services Limited v. Venkateswarlu Kari 1and World 

Crest Advisors LLP v. Catalyst Trusteeship Ltd & Ors2, shaping the understanding of share-based collateral. The 

goal is to provide a comprehensive overview of lenders' voting rights on pledged shares and the balance with 

borrowers' ownership rights.  
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3. RIGHT  OF P WNEE: VOTING RIGHT   
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1 Civil Appeal No. 5443 of 2019. 
2 Interim Application (L) No. 29574 of 2021 in Commercial Suit No. 189 of 2022 (Neutral Citation No. 2023:BHC-OS:9392). 
3 6 (2012) 6 SCC 613. 
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4 Dematerialization is the process of converting your physical shares and securities into digital or electronic form. The basic agenda is to 

smoothen the process of buying, selling, transferring and holding shares and also about making it cost-effective and foolproof. 
5 By virtue of the provisions laid down in Section 2 (55) and 2 (95) of the Companies Act, 2013 and Section 2 (1)(a) of the Depositories Act, 

1996, a pawnee must be accorded the status of “beneficial owner” for the pledgee to exercise. Wherein the term “beneficial owner” pertains 
to a person whose name is recorded as such with a depository It also means any individual or group of individuals who, either directly or 

indirectly, has the power to vote or influence the transaction decisions regarding a specific security, such as shares in a company. 
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