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Gist of amendments

Jurisdictional arbitrage no longer available in case of financial securities
transactions

= as all financial transactions will be chargeable with a uniform rate of stamp duty;

= Power of State Government to levy stamp duty on issue of shares taken away.
Demat transfers of securities will also be subject to stamp duty;
Commercial Papers will be stamped as debentures;

Responsibility to collect stamp duty has been fixed on S.E, Clearing
Corporation and Depository

s The stock exchanges, clearing corporations and the depositories have been cast
with the responsibility of collecting stamp duty and remitting to the concerned
State Government. The depositories are required to collect the same before
executing any transaction in the depository system and the stock exchanges are

required to collect the same on the settlement date. Failure to collect the same will
attract penal provisions.

= Rules have been notified for collection of stamp duty. Prepared by VK & Co



Provisions Amended (1/2)

mmmmml Section 2 Definitions

Section 8A Securities dealt in depository not liable to stamp duty.

Section 9A & 9B Liability of instruments of transactions in relation to securities

Section 21 Determination of value of stocks and marketable securities




Provisions Amended (2/2)

Section 29 Duties by whom payable

Section 62A Penalties w.r.t. non-compliance of Section 9A

Section 73A Power of CG to make rules

Indian Stamp (Collection of stamp-duty through stock exchange, clearing corporations
and depositories) Rules, 2019
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Constitutional power to levy Stamp duty

Rates of stamp duty in respect of bills of exchange,

cheques, promissory notes, bills of lading, letters of

credit, policies of insurance, transfer of shares,
debentures, proxies and receipts.

/

/
Rates of stamp duty in respect of documents other

than those specified in the provisions of Union list
with regard to rates of stamp duty.

v
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Amendments vide Budget, 2019

In case of financial securities transactions, stamp duties would be
levied on one instrument relating to one transaction and get collected
at one place through the Stock Exchanges.

One instrument One transaction One place

The duty so collected will be shared with the State Governments
seamlessly on the basis of domicile of buying client.
Amendments effective from 9 January, 2020
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Overview of arrangemer

t of Charging Sections

Stamp duties of the liability of
Instruments to Duty

Stamp duties of instruments of

transaction in stock exchanges and

depositories of duty

Instruments chargeable with duty
(Sec. 3)

Use of several instruments In
single transaction (Sec. 4)
Instrument relating to
distinct matters (Sec. 5)
Instruments covered under several
description of Schedule | (Sec.6)
Securities dealt in depository not
liable to stamp duty (Sec. 8A)

several

Instruments chargeable with duty
for transactions in stock exchanges
and depositories (Sec. 9A)

Instruments chargeable with duty
for transactions other than through
stock exchanges and depositories
(Sec.9B)
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Key Definitions amended/ inserted
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Key Definitions — 1/8

: _ Relevance: Forms the basis for levy
Allotment List — Section 2(1) on stamp duty on issue of securities

and collection by depositories

« A list containing details of allotment of the securities intimated by the issuer
to the depository under sub-section (2) of section 8 of the Depositories, Act,
1996.

_ _ Relevance: Forms the basis for levy
Clearance List - Section 2(7A) on stamp duty on sale of securities

on stock exchange.

« A list of transactions of sale and purchase relating to contracts traded on the
stock exchanges submitted to a clearing corporation in accordance with the
law for the time being in force in this behalf.
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Key Definitions - 2/8

Relevance: Forms the basis for
determination of domicile state for

transfer of stamp duty to respective State
) Government and for collection of stamp
Buyer

duty in case of sale on stock exchanges

Securities Forward leg in sfyl\lj?rl?e nt Repo on C. B.
|
[ I
B Person | Person buying L . Floating- |
Purchasing base currency Fixed-Floating Floating Borrower
Any one of

— Person Paying contracting persons
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\

That appears in the
permanent address of the
buyer on the settlement day

\

-
State having the registered

office of the participant or
custodian through whom the
trade was effected

J

Key Definitions - 3/8

( )
If not available That appears in the
correspondence address of the
buyer
. . N\ _J
DomICIle ( If not available
State

If not available

\

State having the registered
office of the member, through
whom the trade or transfer was

executed.

~

J

Relevance: Forms the basis for identifying the state of the buyer so that the duty so collected will

be shared with the State Governments seamlessly on the basis of domicile of buying client.

Prepared by VK & Co



R
Key Definitions - 4/8
As defined u/s 2(30) of Companies Act 2013

" Bonds in nature of debenture issued by any company or body ’
corporate

) [ Debenture | Money market instruments — COD, CP etc.

Securitised debt instruments

Other debt instruments specified by SEBI

Key takeaway: ‘Debenture’ has been excluded from the definition of ‘Bond’. The definition is

wider than that provided under Companies Act, 2013.
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Key Definitions - 5/8

Every document, by which any right or liability is, or purports to be, created,
transferred, limited, extended, extinguished or recorded

~

J

4 _ _ . ™
A document, electronic or otherwise, created for a transaction in a stock exchange
or depository by which any right or liability is, or purports to be, created,

transferred, limited, extended, extinguished or recorded.
Instrument \ /

\

Does not include such instruments as may be specified by the Government, by
notification in the Official Gazette

Any other document mentioned in Schedule | (

Key Takeaway: The scope has been widened to include a document created for transaction in a

stock exchange or depository.
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Key Definitions - 6/8

Security Price at which
traded It is traded

In relation to
) Market Valuze Instrument __ Through
through which Security 1s depository but

transferred not traded in

Price or
S.E.

consideration

: mentioned in
Otherwise such

Security is than through instrument
dealt stock exchange
or depository

Relevance: Forms the basis for levy of stamp duty on sale of security through S.E and on issue of
securities.
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Key Definitions - 7/8

> =

RBI specified short term
debt instrument of
original/ initial maturity
of 1 year

Derivative as per
Sec 45 U(a) of RBI
Act, 1934

Any other
Instrument as CG
may notify

Section 2(h) of
SCRA 1956

Certificate of Deposit, Commercial Usance
Bill, Commercial Paper, Repo on
Corporate Bonds

Relevance: Sale, transfer, issue, re-issue of and options in securities attracts stamp duty. The
scope has been widened to include money market instruments within the meaning of securities.
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Key Definitions - 8/8

Of underlying

_ Day on which _ securities to the
Transaction on transaction is Completing buyer

Stock Exchange settled by St.Ex delivery

or Cl.corp Of funds to

: Day on which May have to be seller
Transaction ISsue or later reported to

Settlement Day with Depository pmmesss transfer has St.Ex.
been effected

. Day on which it Specifying that

TraF?rs]ac_tlo? i IS reported to transaction in
ysica St.Ex or securities has been

Cl.corp carried out

Relevance: The definition has been introduced under Indian Stamp Rules 2019. The term is
essential to identify the day for collection of duty under section 9A(1) in respect of sale of
securities through a stock exchange.
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Duty In case of several instruments used In single

transaction [Sec. 4]

Principal instrument shall be chargeable with the highest duty
which would be chargeable in respect of any of the said
instruments employed. Other instruments will be chargeable with
duty of Rs. 1 [Section 4 (1)]

Exception inserted vide amendment: In the case of any
issue, sale or transfer of securities, instruments which are
chargeable with duty for transactions in stock exchanges and
depositories will be the principal instrument and no stamp-duty
shall be charged on any other instruments relating to any such
transaction.
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Stamp duty amendments W.r.t. Securities (@ um i r———
dealt with by a depository [Sec 8A]

subject to stamp duty.

securities/ units of MF will be

Securities issued to one or more depositories need not be stamped (only duty
chargeable on total amount of securities)

Section 8A

Issue of certificate on remat would attract same stamp duty as is payable on

duplicate share certificate (deleted)

Transfer of registered ownership of securities from a person to depository
(Demat) or from depository to beneficial owner (Remat) [no change]

Transfer of beneficial ownership of securities (exemption deleted)

Transfer of beneficial ownership of units of Mutual fund (exemption deleted)

?

X
X
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Section 73A — Power of CG to make rules

Sale of securities on
By Stock Exchange/ stock exchange

Clearing corporation
Sec 9A(1)(a)

Manner of collection
of stamp duty on Transfer of securities

behalf of SG made by a depository
Sec 9A(1)(b)

By Depository

Issue of securities In
demat form

Sec 9A(1)(c)
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Payment of Stamp Duty
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Transactions with respect to securities

m

Through depository

Otherwise than

Issue of

securities
Fresh :

: Re-l nce

Issuance ETISstd

Transfer of
securities

Market Off-market

transfer Transfer

through depository
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Sale of securities made through stock exchange
[Sec 9A (1) (a)}

Kind of transaction under Sale of securities whether delivery
section 9A(1) based or otherwise through a stock
exchange
Payable on: Clearance List
By whom Buyer of securities
On what value: Market value of securities at the time of
Stamp settlement of transactions.
Duty
Collected by: Stock exchange or clearing corporations
Collected when: On the settlement date
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Open offer, tender offer, OFS made through
stock exchange [Rule 3(2)]

Kind of transaction under Open offer, tender offer, OFS made
Rule 3(2) through stock exchange
Payable on: Clearance List
By whom Offeror of securities
Stamp
Duty On what value: Market value/offer price of securities
Payable when: On completion of offer
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Transfer of securities made by a depository
[Sec 9A (1) (b)]

Kind of transaction |¢ Off-market sale for a consideration, delivery
under section 9A(1)(b) based or otherwise
* Over the counter trades occurring in demat
or electronic form

By whom Transferor of securities
On what value: Entire sale consideration
%ta:np even if consideration is partly paid or in instalments
uty

Collected by: Depository on behalf of State Government

Prepared by VR & Co



R RRRRRRRRRRRRRRRRRBERREERRRRRRREA

Transfer of securities in case of pledge

[Rule 5 (7)]
Kind of transaction Invocation of pledge
under Rule 5(7)
By whom Pledgee
Stamp On what value: Market value of securities
Duty
Collected by: Depository on behalf of State Government
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Acquisition of securities from Minority
Shareholders [Rule 6 (5)]

Kind of transaction Transfer pursuant to acquisition of shares
under Rule 6(4) from minority shareholders under Section
236 of Companies Act, 2013
By whom Issuer
Stamp | On what value: Offer price of securities
Duty
Collected by: Depository on behalf of State Government
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Issue of securities In Demat form
[Sec 9A (1) (c)]

Kind of transaction under |Creation/change in records of a
Section 9A(1)(c) depository pursuant to issue of
securities in Demat form

Payable on: Allotment List
By whom: Issuer of securities
Stamp
Duty | On what value: Total market value of securities
Collected by: Depository on behalf of State Government
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Transactions not attracting stamp duty
[Rule 6 (3)]

Transaction not
attracting Stamp

securities on account of corporate
actions viz. Stock split, Stock
consolidation and Mergers and
acquisition

EXxceptions

Fresh issue to Investor as a
part of corporate action
shall be subject to stamp

duty

Change in Beneficial
ownership shall be
subject to stamp duty
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Issue of securities in physical form under
Section 9B

Kind of transaction under Issue of securities in physical form
Section 9B(a) otherwise than through a stock
exchange or clearing corporation

Payable at: the place where registered office is situated
Stamp | gy whom: Issuer of securities
Duty

On what value: Issue price
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Sale/transfer of securities in physical form
Section 9B

Kind of transaction under Sale/ transfer of securities in physical
Section 9B(b) form otherwise than through a stock
exchange or clearing corporations

Payable at: Domicile of buying client

Not expressly provided. On the basis of

Stamp rationale provided for demat transfers
Dut i
uy By whom: Seller or transferor of securities
On what value: On the consideration
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Timeline for transfer of Stamp duty u/s 9A(4)

2. Transfer stamp duty within 3 weeks of the end of
each month after deducting facilitation charges

Stock Exchange/Clearing

Corporation/Depository

1. Collection of State Government
stamp duty . ' .
Buyer is located Buyer is located
in India outside India
[ I :
LSG where residence having trading member or Where there is no trading
of buyer located broker member

Registered office of trading \\ SG having registered
Buyer/Transteror/lssuer member or broker of such buyer | | office of th% pa?rticipam
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Penalty for non compliance of Section 9A

Non compliance of: Penalty specified u/s 62A

Failure to collect stamp duty by stock exchange or Fine:
clearing corporation or depository

Minimum Rs 1 lakh
OR
Maximum 1% of of the collection or transfer so
Failure to transfer the duty to the SG defaulted.
Failure to submit details of the transaction of Fine:
securities by stock exchange or clearing
corporation or depository Rs 1 lakh for each day during which such failure
continues
OR OR
Submission of false documents/ declaration to Rs 1 crore, whichever is less.

the Government
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Determination of value of stocks and
marketable securities under section 21

Duty shall be calculated on Average price or the value as on the date
Before )
of instrument
After ‘ Duty shall be calculated on Market value of the securities ket
value shall
be
[ In case of ] (In case of option? (In case of repo onv In case of )
securities = As In any securities corporate bonds = ||| swap = only
oer the definition = Premium paid Interest paid by ||| the first leg of
L ) \__bythebuyer | 1 the borrower _\_the cash flow |
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Schedule | (Article 27 & 56A)

In case _of Rs 10
transfer/reissue

Debentures

In case of issue
Securities

In case of

Other than B

Debentures

On delivery

hasis Rs. 1500

In case of
transfer On non-
delivery

basis

Rs. 300
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Schedule | (Article 27 & 56A)

Futures (Equity
Derivatives —— and commodities)

Options (Equity
and commaodities)

currency and

Other than Interest rate

Securities BElbEr s derivatives

other derivatives

Government
Securities

Repo on corporate i
bonds

= RsO
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