transaction under a works contract transaction by way of an investment made or expenditure incurred
transaction for taking or accepting any loan or deposit as may be prescribed.

It has also been provided that the Board may prescribe differemétary values for differetransactions in respec
of different persons. The said sub-section further provides thatatbe or the aggregate value of sitransactions
during a financial year so prescribed shall not be less than fifty thousand rupees.

Sub-section (5) of the said section provides that the where asgnpeho is require to furnish an annual informatic
return has not furnished the same within the prescribed time, the prescribed-taxaunéhority may serve upon suc
person a notice requiring him to furnish such return within agerot exceeding sixty days from the date of servi
of such notice.

Vide Notification S.O. No. 1316(E), dated 1-12-2004, a new section 11dfineto furnishing of Annual Information
Return has been prescribed. The form and manner in which the arfouaktion return shall be furnished has be
prescribed in the said rule. Further, it has also beenrredan the said rule that every person mentioned in colu
(2) of the Table below shall furnish an Annual Information Returrreispect oftransactions specified in the
corresponding entry of column (3) of the said table.

TABLE
9. No. Class of person Nature and value of transaction
1) (2 ©)
1. A Banking company to which the BankinQash deposits aggregating to ten lakh rupeegs

Regulation Act, 1949 (10 of 1949), appliesore in a year in any savings account of a pelrs
(including any bank or banking institution referredaintained in that bank.
to in section 51 of that Act).

2. A Banking company to which the Bankinmgayments made by any perscgainst bills raised
Regulation Act, 1949 (10 of 1949), appli@s respect of a credit card issued to that perso
(including any bank or banking institution referfedjgregating to two lakh rupees or more in the yea
to in section 51 of that Act) or any other company
or institution issuing credit card.

3. A trustee of a Mutual Fund or such other pe
managing the affairs of the Mutual Fund as ma)
duly authorised by the trustee in this behalf.

$eceipt from any person of an amount of two lak
rapees or more for acquiring units of that Fund.

of the Registration Act, 1908.

property valued at thirty lakh rupees or more.

4. A company or institution issuing bonds |&eceipt from any person of an amount of five lak
debentures. rupees or more for acquiring bonds or debentur
issued by the company or institution.
5. A company issuing shares through a public or rigReceipt from any person of an amount of one |ak
issue. rupees or more for acquiring shares issued by t
company.
6. Registrar or Sub-Registrar appointed under sectiétuéchase or sale by any person of immovab

A person being an officer of the Reserve Ban
India, constituted under section 3 of the Res
Bank of India Act, 1934, who is duly authorized

caggregating to five lakh rupees or more in a \y
bgr bonds issued by the Reserve Bank of India.

KRwceipt from any person of an amount or amoun

the Reserve Bank of India in this behalf.

It has also been provided in the said rule that Annual Inform&einrn shall be furnished on or before 31st Aug
immediately following the financial year in whitransaction is registered or recorded.

Finance (No. 2) Act, 2004 has inserted a new section 271FA provalingehalty for failure to furnish the annue
information return. The said section provides that where any petsoris required to furnish the annual informatic
return fails to furnish the same within the prescribed tithe prescribed incontax authority may direct that suct
person shall pay by way of penalty a sum of one hundred rupees for every day during which the failure.continu
Reference of the newly inserted section 271FA has been made in section 273B of thetaxcAotel1961, relating to
penalty not to be imposed where assessee proves that there was reasonable cadagufer. the

[ Sections 55, 59, 63]
New provisions for levy oiSecuritiesTransaction Tax

Chapter VII of the Finance (No. 2) Act, 2004 contains provisionsimgléd SecuritiesTransactiorTax. It provides,
inter alia, that the provisions of the Chapter shall come into force on suehadamay be notified by the Centre
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Government in the Official Gazette. Accordingly, the Central @awent has notified the 1st day of October, 2004
the date of commencemerigle notification S.O. No. 1058(E) dated 28th September, 2004.

This Chapter provides thSecuritiesTransactiorTax shall be charged in respect of the followtransactions at the
rates as under.—

(i) @ 0.075% on the value transactions of delivery-based purchase of an equity share ingaograr a unit of
an equity oriented fund, entered in a recognised stock exchange, to be paid by the buyer,

(i) @ 0.075% on the value transactions of delivery-based sale of an equity share in a cgngpa unit of an
equity oriented fund, entered in a recognised stock exchange, to be paid by the seller,

(iii) @ 0.015% on the value transactions of non-delivery based sale of an equity share in a coopanmit of an
equity oriented fund, entered in a recognised stock exchange to be paid by the seller,

(iv) @ 0.01%, on the value transactions of derivatives entered in a recognised stock exchartg paid by the
seller,

(v) @ 0.15% on the value transactions of sale of units of an equity oriented fund to thaahfund to be paid by
the seller.

“Equity oriented fund” has been defined to mean a fund wherenttestible funds are invested by way of equi
shares in domestic companies to the extent of more than 50%totahproceeds of such funds and which has be
set up under a scheme of a mutual fund. It has been provided thprtlemtage of equity shareholding of the fur
shall be computed with reference to the annual average of the monthly averages of theaopeclogjng figures.

It has been provided in the said Chapter that the Board maiyspgcules the method of determining the value
taxablesecuritiestransaction.

SecuritiesTransactiorTax Rules, 2004, notified by the Central Governmede notification S.O. No. 1059(E) datec
28th September, 2004, lay down the method for determining the price in restransactions of purchase and sale
equity shares and units in three modes of settlementnetted settlement mode, trade to trade settlement mode
auction settlement mode in a recognized stock exchange.

Section 100 of Chapter VII of Finance (No. 2) Act, 2004, providesdhaty recognised stock exchange and t
prescribed person in case of every mutual fund shall collesecuritiestransactiortax. These persons are require
to pay the same to the credit of the Central Government byetlemth day of the month immediately following th
calendar month in whictax is collected.

Section 101 of the said Chapter provides that the recognisedestolcange on the prescribed person in case of
mutual fund shall within the prescribed time, furnish a retarsuch form and verified in such manner as may
prescribed by the Board, in respect ottadablesecuritiestransactions entered into during any financial year.

In respect of mutual fund, it has been provided in the rules hieatristee of the mutual fund or such other pers
managing the affairs of the mutual fund as may be duly authdns#te trustee in this behalf shall be responsible
collection and payment securitiestransactiortax.

It has been provided in the rules that the returtaxéblesecuritiestransaction shall be furnished by the recognis
stock exchange in Form No. STTS-1 and by the mutual fund in FormIN&-& The format of the Form No. STTS-
and Form No. STTS-2 has also been prescribed. The retitaxaible securitiestransaction entered into during
financial year shall be furnished on or before 30th June of the falgmear immediately following the financial yea
in relation to whicttaxablesecuritiestransactions are to be reported.

The following persons shall be required to sign the return—
(i) in case of a corporate recognized stock exchange, the managing director or a director
(i) in case of any other recognized stock exchange, the principal officer thereof,

(iii) in case of a mutual fund, the trustee or such other persorgimgtize affairs of the mutual fund as may be dt
authorised by the trustee.

It has been provided that in cases where the retutaxablesecuritiestransaction has not been filed in time by ar
assessee, the Assessing Officer may issue a notice hoassessee requiring him to furnish the return within thi
days of date of service of notice.

Section 102 of the said Chapter provides that the Assessing@iGdfiall make an assessment of the valitaxable
securitiestransactions made during any relevant financial year and detetfmireenount osecuritiestransactiortax
payable or refundable on the basis of the return filed by thesassaad on the basis of such accounts or docum
or other evidence as may be submitted by the assessee.

Forms of notice of demand have been prescribed iSecuritiesTransactiorTax Rules, 2004.
In sub-section (3) of section 102, it has been provided that & a@ap amount is refunded on assessment to
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assessee, then the assessee shall within the time Ipeesafund the same to the concerned person from whon
amount was collected.

It has been provided in the rules that such amount shall be refbpdbd assessee to the persons from whom it \
collected within thirty days of receipt of same from the Government.

Section 103 relates to rectification of mistakes apparent the record, by the Assessing Officer in any order pas
by him.

Section 104 provides for charging of simple interest @ one perpagntonth of delay in paying ttsecurities
transactiortax to the account of the Government within specified time.

Sections 105 to 108 relates to levy of penalty for certain failures.

Section 110 provides for filing of appeal to the Commissioner of leetaxa (Appeals), in such form and verified i
such manner as may be prescribed by the Board, in cases thkeessessee is aggrieved by any assessr
order/rectification order passed by the Assessing Officer.

Section 111 provides for filing of appeal to the Appellate Tribimalch form and verified in such manner as may
prescribed by the Board, in cases where the assesseerieavedipy any order passed by the Commissioner
Incometax (Appeals).

Forms for filing of appeal to the Commissioner of Incctax{Appeals) and Incontax Appellate Tribunal have beer
prescribed in the Rules.

Section 109 of the said Chapter provides that sections 120, 131, 133A, 1582Q0786,227, 229, 232, 260A, 261
262, 265 to 269, 278B, 282 and 288 to 293 of the InctaxeAct, 1961, shall apply in relation to tiSecurities
TransactiorTax as they apply in relation to incortax.

Consequent upon the levy SecuritiesTransactionTax, the following amendments have been brought in
Incometax Act.

(i) Anew clause3B) has been inserted in section 10 providing for exemption for inéamethe long terncapital
gains arising out of transfer of an equity share in company, oofuait equity oriented fund, where such transf
takes place on or after the date on which Chapter VII of the Finarc&)Mct, 2004 comes into force and suc
transaction is chargeable SecuritiesTransactiorTax under the said Chapter.

(i) A new section 111A has been inserted so as to providslbgtterncapitalgains arising out of transfer of ar
equity share in a company, or unit of an equity oriented fund, wheketeansfer takes place on or after the ds
on which Chapter VII of the Finance (No. 2) Act, 2004 comes iotoef and sucltransaction is chargeable t
SecuritiesTransactiorTax under the said Chapter, shall be charged at the rate of 10%.

(iii) Section 115AD of the Incomntax Act, 1961, relates ttax on income of Foreign Institutional Investors frol
securities orcapital gains arising from their transfer. Section 115AD has beemadateso as to provide tha
income by way of short tericapitalgains referred to in the newly inserted section 111A #eattharged at the
rate of 10%.

(iv) A new proviso has been inserted in section 48 providing that any sum paid on acsecuritiestransactiortax
under Chapter VII of the Finance (No. 2) Act, 2004, shall not be allagea deduction for the purposes
computing the income chargeable under the hCapitalgains”.

(v) A new section 88E has been inserted providing that where #iarniodme of the assessee in a previous y
includes any income chargeable under the head “Profitsgain$ of business or profession” arising fro
transactions chargeable securitiestransactiortax, he shall be allowed a deduction of an amount equal to
securitiestransactiortax paid by him in respect dtransactions chargeable securitiestransactiortax entered
into in the course of his business during that previous year, from the amount of-taxoomesuch income arising
from suchtransactions.

It has further been provided that no deduction undereitii®is shall be allowed unless the assessee furnis
along with the return of income, evidence of payment of STT irptascribed form. Rule 20AB has prescribe
that evidence of payment securitiestransactiontax ontransactions entered in a recognized stock excha
shall be furnished in Form No. 10DB and evidence of paymesecuritiestransactiortax ontransactions of sale
of unit of equity oriented fund to the mutual fund shall be furnished in Form No. 10DC.

(vi) A new sub-clauseilf) has been inserted in clausg 0f section 40 providing that any sum paid on account
securitiestransactiortax under Chapter VII of the Finance (No. 2) Act, 2004, shall notibsea as a deduction

for the purposes of computing the income chargeable under the heads‘Rwudigains of business or
profession”.

[ Chapter VII, sections 5(h), 11, 12, 23, 26, 27]
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