Central Depository Services (India) Limited

Convenient < Dependable  Secure

COMMUNIQUE TO DEPOSITORY PARTICIPANTS

CDSL/OPS/DP/POLCY/2019/643 December 24, 2019

GOVERNMENT OF INDIA NOTIFICATION REGARDING THE INDIAN
STAMP RULES - 2019

DPs are advised to note that pursuant to the amendments to the Indian Stamp Act, 1899
notified in The Finance Act, 2019 by Ministry of Law and Justice dated February 21, 2019, in
exercise of the powers conferred by section 73A of the Indian Stamp Act, 1899 (2 of 1899),
the Central Government through notification dated December 10, 2019 has notified the
Indian Stamp (Collection of stamp-duty through Stock Exchanges , Clearing Corporations and
Depositories ) Rules 2019 to regulate the liability of the instruments of transaction in stock

exchanges and depositories to duty. (copy of notification is enclosed as ‘Annexure A’).

The amendments seek to introduce a single point for collection of stamp duty by
authorized entities for issuance and transfer of securities and subsequent disbursement of the
duty collected to the respective states.

The said rules shall come into force on Thursday, January 09, 2020.

The procedure/guidelines for collection of stamp duty and required changes to the CDAS

system to implement the same shall be notified separately.
All DPs are requested to take a note of the above and inform your client accordingly.
Queries regarding this communiqué may be addressed to CDSL — Helpdesk on (022) 2305-

8624, 2305-8639, 2305-8642, 2305-8663, 2305-8640, 2300-2041 or 2300-2033. Emails may

be sent to: helpdesk@cdslindia.com .

sd/-

Ashish Bhatt
Vice President — Operations
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MINISTRY OF FINANCE
(Department of Revenue)
NOTIFICATION
New Delhi, the 10th December, 2019
G.S.R. 901(E).—In exercise of the powers conferred by section 73A of the Indian Stamp Act, 1899 (2

of 1899), the Central Government hereby makes the following rules to regulate the Hability of instruments of
transaction in stock exchanges and depositories to duty. namely:—

1.

Short title and commencement- (1) These rules may be called the Indian Stamp (Collection of Stamp-
Duty through Stock Exchanges, Clearing Corporations and Depositories) Rules, 2019.

(2) They shall come into force on the 9 day of January, 2020.

Definitions- (1} In these rules, unless the context otherwise requires, -
(a) “Act” means the Indian Stamp Act, 1899 (2 of {899),

(b} “buyer” means,-

{c}

{d)

(e)

(n

(2)

{h)
{1

)

{i) the person purchasing securities; or

(ii) the person buying the base currency (the first currency appearing in a currency pair quotation)
in the forward leg; or

(iif) the person paying the fixed rate in a fixed-floating swap instrument; or
{iv) any one of the contracting persons in a floating-fleating swap instrument; or
(v) borrower of repo on corporate bonds;

“collecting agent” means a stock exchange or clearing corporation authorised by it or a depository
which is empowered to collect stamp-duty on securities on behalf of the State Government in
accordance with the provisions of the Act and these rules;

“domicile State” means: -

(i)  the Siate of the buyer as it appears in the “permanent address” in India on the settlement day,
and in case the same is not available, as it appears in the “correspondence address” in India,
as per the records of stock exchange or clearing corporation or depository :

or

{ii) in case the State of buyer is not available in the “permanent address™ or “‘correspondence
address™ in India, the State having the registered oifice of the member, through whom the
trade or transfer was executed, and in case the same is not available, the State having the
registered office of the participant or custodian through whom the trade was effected.

“first leg of the cash flow” in respect of a swap agreement means the notional or gross value of the
contract for the buyer;

“market transfer” means transfer of securities effected towards the completion of a transaction carried
out on the stock exchange or as reported to the stock exchange or clearing corporation on which either
the stock exchange or clearing corporation collects the required stamp-duty;

“Member” means a trading member or broker of a stock exchange or a clearing member of a clearing
corporation, who trades on behalf of his clients as well as for himself and shall include a trading- cum
-clearing member or any person directly participating on the stock exchange as per the bye-laws of the
stock exchange;

“off-market transfer” means transfer of securities other than a market transfer;

“participant” means a participant of a depository defined under clause (g) of sub-section (1) of
section 2 of the Depositories Act, 1966 (22 of 1996);

“principal officer” means any officer appointed either by name or by designation. by a collecting
agent for the purposes of the Act and these rules;
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(k) “seller” means the counter-party in a transaction with the buyer:
(I} “settlement day” means the day cn which, -

(i) a transaction is settled by a stock exchange or an authorised clearing corporalion, by
cempleting the delivery of funds 1o the seller and delivery of underlying securities
corresponding to those funds to the buyer; or

(i1) it is reported to a stock exchange or a clearing corporation specifying that the transaction in
securities has been carried out provided the security is not held in dematerialised form with any
of the depositories; or

{iii) an issue or transfer has been effected in a depository in respect of securities held in
dematerialised form which may have to be later reported to the stock exchange or a clearing
corporation,

2s Words and expressions used and not defined in these rules but defined in the Act, or the Securities
Contracts (Regulation) Act, 1936 (42 of [956), the Securities and Exchange Board of India Act, 1992(15 of
1992), or the Deposilories Act, 1996 (22 of 1996) or (he Paymenis and Settlement Systems Act, 2007 (51 of
2007) and the rules and regulations framed there under, shall have the meanings respectively assigned to them
in those Acts, rules and regulations.

3. Collection of stamp-duty by stock exchange or clearing corperation.—(1) The stamp-duty
leviable under clause (a) of sub-section (1) of 9A of the Act in respect of sale of any securities made through
the stock exchange including sale in respect of any listed units of any registered pooled arrangements or
scheme, or tripartite repo, shall be collected on the settlement day, by a stock exchange or clearing corporation
authorised by it. at the rates specified in Schedule I of the Act, from the concerned persons specified in section
29 of the Act.

(2) In case of option instruments including instruments with zero or near zero premiwm, the buyer of the
option contract has to clearly identify premium payable by him on each constituent transaction and
report it to the collecting agent.

(3) In case of the transactions arising from tender offer, open offer or offer for sale or private placements
executed through stock exchange, the stamp-duty shall be collected from the offeror, on the market
value of the security being acquired or sold out, at the offer price. once the offer is successfully
completed.

() In case of iransactions in securities reported to a stock exchange, the stamp-duty shall be collected on
the entire sale consideration when transfer is reported, even if the consideration is paid in part or in
instalments to be paid in future.

(5) In case of transactions reported by the depositories under sub-rule (0} of rule 5, the stock exchange
shall not collect the stamp-duty.

(6) The sale consideration reported to a stock exchange shall be considered as the actual sale value.

{7) A stock exchange or a clearing corporation shall intimate the relevant depository about the market
transfers executed on its platform on the day on which settlement obligation is determined by the
clearing corporation, on which stamp-duty is leviable, in case of transactions involving securities held
in dematerialised form,

(8) In the case of transactions which are merely reported to the stock exchange, the stamp-duty shall be
collected by the stock exchange and the reporting intermediaries shall report domicile details of the
clients to the stock exchange.

4. Determining transactions as on delivery hasis or non-delivery basis, differential duty, etc.-

(1) The nature of a particular transfer of securities through a stock exchange or clearing corporations
whether to be treated as on delivery basis or on non-delivery basis shall be determined by the clearing
corporation at the time of settlement, as per established principles governing delivery.

(2) In case of inter-operability of clearing corporations, the trades of a client across the stock exchanges
shall be considered for determining whether the same would result in a defivery or not,
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5, Collection of stamp-duty by depositories from transferor.—(1) The stamp-duty leviable under
clause (b} of sub-section (1) of section 9A of the Act shall be collected before execution of all off-market
transfers invelving transfer of securities in the depository system including over the couoter trades occurring
in dematerialised or electronic form.

(2) A depository shall collect stamp-duty on the consideration amount specified by the transferor in the
delivery instruction slip (electronic or otherwise) and the consideration as reported to the depository
shall be considered as the actual consideration amount.

(3) In case of imter-depository off-market transfers, the transferee’s depository shall intimate the
transferor’s depository, within one day, about the transferee’s domicile State so as to enable the
transferor’s depository to remit the stamp-duty so collected to the buyer’s State.

{4y A depository shall put in place a system for,-
(a) identifying market transfers and sale consideration;

{b) mandatory disclosure of the reasons for transfer of securities in its system and the consideration
amount, if applicable, whether to be paid in full or in part, or in instalments to be paid in future.

(5) If the consideration is paid in part or in instalments, stamp-duty shall be collected by the depository
on the entire sale consideration when a transfer is effected.

{6) A depository shatl intimate the stock exchange or clearing corporation as the case may be, about those
dematerialised transfers, which may have to be later reported to the stock exchange or clearing
corporation, on which stamp-duty has already been collected by it.

{7) In the case of transfer of securities pursuant to invocation of pledge, duty shall be collected from the
pledgee on the market value of the securities.

6. Collection of stamp-duty by depositories from issuer.- (1} The stamp-duty leviable under clavse (¢)
of sub-section { 1) of section 9A of the Act on creation of new security and change in records in the depository
upon issue of securities shall be collected from issuer before executing any transaction in the depository
system.

{2} Issuer of securities shall submit to the depository. the allotment list in respect of initial or further issue
of securities or its private placement and purchases made after an cpen offer ot tender offer or offer
for sale, at the time of allotment of securities.

(3} A depository shall not collect stamp-duty on creation or destruction of securities on account of
corporate actions such as stock split, stock consolidation, mergers and acquisitions, or such similar
iactions, ete., if it does not involve a change in beneficial ownership:

Provided that if there is a fresh issue to an investor as part of a corporate action, such issue shall be
subjecl to stamp-duty.

(4) In case of transactions arising from tender offer or open offer or offer for sale or private placement
conducted through a depository, stamp-duty shall be collected from the offeror, on the market value of
the security being acquired or sold out, at the offer price, once the offer is successfully completed.

(5) In case of acquisition of shares of minority shareholders by majority shareholders under section 236
of Companies Act, 2013 {18 of 2013), implemented by way of a corporate action, the stamp-duty on
such transfers shall be collected by the depository from the issuer, instead of from the transferor,

7. Transfer of stamp-duty to States.- () The collecting agent shall transfer the stamp-duty to the State
Government in accordance with the provisions of sub-section (4) of section 9 of the Act.

(2) The collecting agent shall transfer the stamp-duty collected in the account of concerned State
Government with the Reserve Bank of India or any scheduled commercial bank. as informed to the
collecting agent by the Reserve Bank of India or the concerned State Government.

(3) The value of stamp-duty collected by collecting agent shall be rounded off 1o the nearest rupee, and
for this purpose, where such amount contains a part of a rupee consisting of paise, then, if such part is
fifty paise or more, it shall be increased to one rupee and if such part is less than fifty paise, it shall be
ignored.
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(4)

(7)

(8)

8.

The collecting agent may deduct 0.2 per cent of the stamp-duty collected on behall of the State
Government towards facilitation charges before transferring the same to such Stare Government.

The State Government may appoint a nodal officer for all official communications with the principal
officers for the purposes of collection of stamp-duty in accordance with these rules.

The collecting agent shall appoint a principal otficer within fifteen days from the date of publication
of these rules or within fifteen days of a notification issued under sub-clause (ii) of clause (27) of
section 2 of the Act.

The collecting agent shall take all necessary steps to implement the provisions of the Act and these
rules and also disseminate the same on their websites,

The stamp-duty collected on behalf of State Govermment shall not be utilised by any collecting agent
for any other purpese and shall be transferred to the State Government along with interest earned on
such amount, if any.

Return of stamp-duty.—(1) The collecting agent shall submit a return of stamp-duty collected on

various transactions to the State Government including details of defaulters in the Form appended to these
rules on a monthly basis to be furnished manually or electronically within seven days of the succeeding

month.

2

9.

The collecting agent shall furnish a consolidated return of stamp-duty collected during a financial year
manually or electronically on or before the 30th June immediately following that finaneial year to the
concerned State Government and the Accountant General of each State.

The State Government may provide an onling facility by which a collecting agent shall upload State
wise monthly and yearly returns,

The return shall be signed and verified in the case of a collecting agent, —
(i) being a company, by the Managing Director or a designated Director thereof in his absence; and
(ii) inany other case, by the principal officer thereof.

Erroneous entries:- (1) If a transfer was erroneously indicated as not involving sale consideration

and the person wishes to rectify it, he shall do so, by informing the collecting agent within three weeks from
the end of the menth and pay the required stamp-duty.

2)

3)

h

If a person changes his domicile State, the collecting agent shall transfer the stamp-duty to that State
Government as per the changed address, from the day the records of collecting agents are updated.

If a transfer was erroneously made to a Stale Government or there is a statutory order or orders of the
court for reversal of a transaction on which stamp-duty was already collected and transferred to the
State Government, the collecting agent shall rectify the same by withdrawing an equivalent amount by
making adjustments in the next immediate remittance occurring after the detection of the error, till
such erroneous payments are compensated for, provided the concerned State Government has been
informed in writing about the error or statutory orders or directions of the court in this regard and in
case, the State Government is not satisfied with the reasens submitted by the collecting agent, it shall
proceed against the collecting agent as per the provisions of the Act.

Any fresh or revised demand of stamp-duty payable purswant to any dispute or adjudication
proceedings may be recovered by the State Government in accordance with the provisions ol the Act,

[F. No. 8.33013/3/2019 ST-1-DoR]
RITVIK PANDEY, Jt. Secy.
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FORM

{See rule 8)
[RETURN OF STAMP-DUTY COLLECTED (Monthly/Yearly)]

Name of the stock exchange / depository:

Address of the stock exchange / depository:

Name of clearing corporation autherised to collect the Stamp duty:

Address of the authorised clearing corporation:

Period for which stamp-duty collection is being reported:

Details of stamp-duty collected:

8L Security
No | Code

Nature of the
security
(debenture,
share, etc.)

Value of Rate of
transactions on | Stamp-
which stamp- duty

duty is leviable | applied

Total hifled
amount of
stamp-duty

Total
stamp-
duty
collected

Total Remarks,

stamp-duty | if any
not
recovered

Details of transfer of stamp-duty:

SENo. Total Stamp-duty collected (A)

Amount of facilitation charges

deducted (B)

Total Amount transferred to
the State Government (A-B)

Details of defaulters:

81, No. - Detizrlilisiof the defaulterisiii ) - R(;ﬁ{ar!cs,iif_gpy |
Name Address | PAN |
]
VERIFICATION
L (full name in block letiers), son/ daughter of solemnly declare to the best of my

knowledge and belief that the information given in this Form is correct and complete and that the total value of stamp-
duty collected on the transactions and other particulars shown therein are truly stated and the same are 1n accordance with
provisions of Part AA of Chapter [1 of the Indian Stamp Act, 1899 (2 of 1899) and the Indian Stamp (Collection of

Starnp-Duty through Stock Exchanges, Clearing Corporations and Depositories) Rules, 2019.

i further declare that I am making this return in my capucity as

and verify it,

Date:

Place:

und also competent to make this return

(Name and signature of authorised officer of collecting agent)

Uploaded by Dte, of Printing at Government of India Press. Ring Road, Mayapun, New Pellu-110064
and Published by the Controller of Publicutions, Delhi-110054.
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