				Chapter VII of Finance (No.2) Act, 2004
       SECURITIES TRANSACTION TAX
Recommendation in chapter VII of Finance (No.2) Act, 2004 for the purpose of putting a tax on the transaction at the time of entering into the contract . Transaction for sale of an options in securities is taxable for the purchaser when the option is exercised. Where the option is cancelled and remain unexecuted no tax is payable by the buyer purchasing the option, which results in option contracts being undertaken without payment of tax. 
Tax shall be levied at the time of entering into securities transaction contract and should not be depended on whether the option is exercised by the purchaser.  In order to improve tax compliance and provide efficient mechanism the necessary amendment are as under:
Definitions: 
97. In this chapter, unless the context otherwise requires, - 
(15) “Spot Rate” means the prevailing market price at which the “options in securities” is exercisable on the date of such transaction.
Charge of Securities Transaction Tax.
98. On and from the commencement of this chapter, there shall be charged a securities transaction tax in respect of the taxable, securities transaction specified in column (2) of the Table below, at the rate specified in the corresponding entry in column (3) of the said Table, on the value of such transaction and such entry shall be payable by the purchaser or the seller, specified in the corresponding entry in column (4) of the said Table: 
						       TABLE
	SI. No.
	Taxable Securities Transaction
	Rate
	Payable by

	1
	2
	3
	4

	1.
	Purchase of an equity share in a company or a unit of an equity oriented fund, where –
(a) The transaction of such procedure is entered into in a recognised stock exchange; and
(b) The contract for the purchase of such year or unit is settled by the actual delivery or transfer of such share or unit.
	[0.1] Percent
	Purchaser

	2.
	Sale of an equity share in a company or a unit of an equity oriented fund, where –
(a) The transaction of such sale is entered into in a recognised stock exchange; and
(b) The contract for the sale of such share or unit is settled by the actual delivery or transfer of such share or unit. 

	[0.1] Percent
	Seller

	3.
	Sale of an equity share in a company or a unit of an equity oriented fund, where
(a) The transaction of such sale is entered into in a recognised stock exchange; and
(b) The contract for the sale of such share or unit is settled or otherwise than by the actual delivery or transfer of such share or unit.
	[0.025] percent
	Seller

	4.
	(a) Sale of an option in securities.
(b) Purchase of an option in securities.
(c) Sale of a future in securities.
(d) Future transaction in securities, when transaction is exercised.

	[0.025] percent
[0.050] percent
[0.025] percent
[0.025] percent
	Seller
Purchaser
Seller
Purchaser

	5.
	Sale of a unit of an equity oriented fund to the mutual fund.
	[0.25] percent
	Seller

	6.
	Sale of unlisted equity share under an offer for sale referred to in sub-clause (aa) of clause (13) of section 97.
	[0.2] percent
	Seller



Value of taxable securities transaction.
99. The value of taxable securities transaction,
(a) In the case of a taxable securities transaction relating to an option in securities, shall be
(i) The option premium, in respect of transaction at item (a) of serial number 4 of the Table in section 98;
(ii) The spot rate, in respect of transaction at item (b) of serial number 4 of the Table in section 98;
(b) In the case of a taxable securities transaction relating to a derivative, being “futures”, shall be the price at which such “futures” is traded; and
(c) In the case of any other taxable securities transaction, shall be the price at which such securities are purchased or sold;
Recognised stock exchange or Mutual Fund to furnish prescribed return.
101(1). Every recognised stock exchange or the prescribed person in the case of every Mutual Fund [or the lead merchant banker in the case of an initial public offer](hereafter in this chapter referred to as assessee) shall, within the prescribed time after the end of quarter year, prepare and deliver or cause to be delivered to the assessing officer or to any other authority or agency authorised by the board in this behalf, a return in such form and verified in such manner and setting forth such particulars as may be prescribed, in respect of all taxable securities transactions entered into during such financial year in that stock exchange or, as the case may be, in respect of all taxable securities transactions, being sale of units to such Mutual Fund during such financial year.
The quarterly statement of taxable securities transaction entered into during a financial year shall be furnished in accordance with the provision of sub-section (1) in the prescribed form as per rule 7 of the securities transaction tax rules, 2004 on or before 15th July, the 15th October, the 15th January in respect of first three quarters of the financial year and on or before 31st May following the last quarter of the financial year.
(2) Where any assessee fails to furnish the return under sub-section (1) within the prescribed time, the assessing officer may issue a notice to such assessee and serve it upon him, requiring him to furnish the return in the prescribed form and verified in the prescribed manner setting forth such particulars within such time as may be prescribed.
(3) Any assessee who has not furnished the return within the time allowed under sub-section (1) or sub-section(2), or having furnished a return under sub-section (1) or sub-section(2), discovers any omission or wrong statement therein, may furnish a return or a revised return, as the case may be, before the expiry of one year following the end of the financial year to which the return relates.
Assessment
102(2) The assessing officer, after considering such accounts, documents or other evidence, if any, as he has obtained under sub-section (1) and after taking into account any other relevant material which he has gathered, shall, by an order in writing, assess the value of taxable securities transaction during the relevant financial year and determine the amount of securities transaction tax payable or excess tax paid on the basis of such assessment. 
102(3) Every assessee, in case any amount is paid in excess of the tax payable on assessment under sub-section (2), shall, be carried forward in the next quarter or in the first quarter of the subsequent financial year to which the excess amount relates.  
Penalty for failure to furnish prescribed return.
106 If an assessee fails to furnish in due time the return which it is required to furnish under sub-section (1) of section 101 or by notice given under sub-section (2) of that section, it shall be liable to pay, by way of penalty, a sum ten thousand rupees.
Penalty for failure to comply with notice.
107 If the Assessing officer in the course of any proceedings under this chapter is satisfied that any person has failed to comply with a notice under sub-section (1) of section 102, he may direct that such person shall pay, by way of penalty, in addition to any securities transaction tax and interest, if any payable by him, a sum of five hundred rupees for every day during which failure continues.
Necessary amendments is likely to facilitate in regulating securities transaction tax.
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