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INTRODUCTION

1, the Chau'man Comrmttee on Public Accounts, havmg been authorised by

- the Committee to present this Report, on their behaif present the 17th Report on
paragraphs relating to Registration and Commercial Taxes Department contained

“in the Report of the Comptroller and Auditar General of India for the year ended
31st March 2011 (Revenue Receipts).

The Reports of the Comptroller and Auditor General of India for the year
ended 31st Man:h 2011 (Revenue Receipts) was lald an the Table of the House on
6th March 2012.

_ The Committee considered and finalised this Report at the meeting held
on 19th March, 2018. :

_ The _'Cormriittee place on record thejr appreciation of the assistance rendered
1o them by the Accountant General in the examination of the Audit Repaort.

o V. D. SATHEESAN,
Thiruvananthapuram, - _ - Chairman,
" 19th March, 2018. "~ Commiittee on Public Accounts.




'REPORT

REGISTRATION AND COMMERCIAL TAXES DEPARTMENT

AUDIT PARAGRAPH

Tax Administration

~ The Registraﬁbn Dépénmem is under the control of the Secretery to the

'Government, Taxes at Government level and the Inspector General of Registration.

is the head of the Department. Instruments affecting immovable property are to be

presented for registration in the office of the Sub-Registrar within whose

jurisdiction the whole or some portions of the properiy is situated.

Trend of Receipts

4

Aciual receipts from ‘star'np duty and registration fees during the last five

years (2006-07 to 2010-11) along with the budget estimates during the same period

. -is exhibited in the following table and graph: .

778/2018.

{X in crore) -
Year | Budget | Actual | Variation | Percemtage | Totaltax | Percentage | Percentage
‘| Estimates | receipts : of ‘teceipts of | ofacwal | of growth
variation | the State | receipts vis- rate
- a-vis total
4 tax receipts
2006-07 1_,400.37. 1,519.83 | (+) 119.56 _ (+)8.54 11,941.82 | . 12.73 3798 .
2007-08 1,.524.12. 2,027.97 | {+) 503.85 {+) 33.06 | 13,66B.95 - 14.84 I 3342 .
200809 | 242056 [ 200289 | (-}417.57 | (31725 | 15,990.18 12,53 . -)123
200810 | 2,726.63 | 1,B96.41 | (}63222 | (3050 | 1762502 | 1076 ¢)5.32
2010-11 2,187.51 | 2,552.49 | (+}384.98 ; (+)16.68 | 21,72_1.69 | 1L.75 - 34.59




200607 2007-08 _idosm 2009-1¢  2018-1%
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We noticed that after two years of negative growth in 2008-09 and 2009-10
the Department achieved positive growth during 2010-11,

* Cast of Collection

_ The gross collection of revenue receipts under the head Stamps and

registration fees, expenditure incurred on collection and the percentage of
expenditure to gross collection during 2006-07 to 2010-11 along with the all India
average percentage of expenditure on collection to gross collection for relevant
years are mentioned below:.

Year | Collection | Expenditure on ~ | Percentage of | All India average
' . collection of revenue | Expenditure to percentage over
' ' ‘gross collection | the previous year

: (Xin c%ore) _ : :
'2005-07 |  1,470.73 59.06 - 4,02 287

2007-08 | 1,946.08 77.64 3.99 233
2008-09 | 1,931.75 82.97 430 - 208
2009-10 | 1,812.89 10070 . [ 555 277
2010-11 | 2,477.19 -101.56 4,09 247

" (Source : Finance Accounts and Departmental figureé) _
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We appreciate that the cost of collection has come down substantially
(1.46 per cent) during 2010-11 due to increase in revenue collection by 36 per cent.

However, the cost of collection is mote than the All India average and thus |
Govemnment may take steps 1o reduce the cost of collection.

. Impact of Audit

During the last four years, we pointed out undervaluation of documents, short
levy of stamp duty etc. with revenue implication of ¥ 18.24 crore in
834 paragraphs. Of these, the Department/Government accepted audit observations
involving X 3.75 crore and had since recovered < 0.09 crore. The details are shown
in the following table: ' '

{X in crore)

*Year of Audit | Paragraphs included | Paragraphs accepted | Amount recovered
Reporit | No. Amount | ~ No. Amount| No. | Amount
2006-07 96 0.59 15 | 010 9 .| 001
2007-08 245 159 18 .| 025 6 0.02
2008-09 Vol.I | 235 702 | 54 | 038 | 52 0.03
12009-10 258 | 9.04 176 302 | 54 0.03
Totat | 834 | 1824 | 363 | 375 | 121 | 009

As seen from the above table, the recovery made by the Department is onty
2.40 per cent of the amount involved in the total accepted cases.

" [Audit paragraphs 41 w 4.4 contamed in the Report of the Comptmller
and Auditor General of India for the year ended 31st March, 2011 (Revenue
Receipts)]

To a query of the Committee the wnness, Inspector General, Regxsu-auon
' Department explained that the oscillation in the number of registration of
document was the prime reason behind the negatwe growth in income during
2008-09 and 2009-10 and detailed that documents got registered in the years
~2008-09 and 2009-10 were 2.8% and- 5.5% respectively less in the number of
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documents than the previous years. The introduction of fair value for land in the
State with effect from 1-4-2010 reflected in the number of registration in the year
2010-11. The Committea accepted the explanation furnished by the Department.

2. Regarding cost of collection the witness, Inspector General, Registration
_ Department submitted that It was very low at national level when compared to that
of our state and he asserted that it showed 2.47 % decrease in the year 2010-11 in
the State. He doubted the accounting system followed by the Audit regarding cost
"~ of collection. Intervening the matter, an official from the Office of the Accountant
General apprised that the cost of collection is being assessed based on the figures
submitted by the Taxes (Registration) Department i_tself'antil in other cases, where
* the figure were not submitted by the department the Accountant General geherally _
rely Finance Department, for the details regarding Cost of collection. He continued
that three items such as cost of stamps, expenses towards sale and administrative
éxpensés inclusive of salaries, wages etc. were incorporated to-caiculate the cost
of collection. : ' ' - '

3. Detailing the matter, the witness, Inspector General, Registration
Department, informed that the printing and distribution of stamp paper, issual of
commission to the vendors etc. were brokerad through the treasury system and
expenses incurred under these heads were also reckoned under Registration
Department. Regarding the audit paragraph, the Inspector General, Registration
Department was optimistic that with the introduction of e-stamping, average cost
of collection could be reduced. The Committee urged the Taxes (Registration)
Department to look into the matter and furnish a report to it,

4. With regard to.the audit observation, the Committee asked, whether steps
had taken to collect the accepted amount the witness, Inspector General,
Registration Department informed that the findings of the Accountant General was
‘merely on the basis of quoting the value in Gahan or the value in the subsequent
documents, The 'depémnent would examine the real figure booked by the
Accountant General and would realise only the figures which were found under
" valued, Intervening the matter, the Committee wanted to know the details
regarding the fair value of land in the State, the witness,  Inspector General,
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Regisiration Department deposed that the same was implemented - on
1st April, 2010 and its sudden launching had created hue and cry among the public,
and so as to ease the sitwation the department decided to reduce the stamp duty.

5. In this context the Com_lmttee observed that Government of India (GOI) -
has stipulated a reduced rate of stamp duty and directed the States to standardize
the stamp duty io national level also, and reminded that it was one of the main
conditions of INNURM (Jawaharlal Nehru National Urban Renewal Mission).
The witness, Inspector General, Registration Department continued that in the

- year 2010 the stamp duty existed in Panchayath, Municipality and Corporation at -

the rate.of 10%, 12.5% and 13.5% respectively had been reduced to the

_ corresponding 7%, 8% and 9% and surcharge of 4% on stamp duty had also been -

reduced and there had been an increase of < 600 crore in collection even after the
reduction of stamp duty to 4 per cent. Respondmg to a question, be also submitted
that the stamp duty of 5, 6 & 7 per cent provided in these levels, were also
rationalised into 6 per cent in the previous year. He added that aboﬁ_t 60% of

- registration in the Staté was done in the Grama Panchayaths and corresponding
increase in revenue collecﬁon has been anticipated in the current year.

6. Respondmg to a doubt put forth by the Committee, whether the Stamp
duty had reduced, or not, the witness Inspector General, Registration Department
clarified that the stamp duty was not reduced but it was rationalised. Citing various
exampleshe also refuted the argument made by the Accountant General that there
was a marginal decrease in the registratibn of title deeds in the State, '

Conclusions)Recommendatlons .

7. The Cumnuttee observes’ ﬂlat, the cost of revenue cnllectmn in the state is
much higher than the All India average and directs the Registration Depariment to
take necessary steps to bring down the cost of collection. The Committee also urges
- the Taxes (Registration) department to examine whether average cost of collection
could be reduced by the mlruducmn of e-stamping and insists to furnish a report in
this regard at the earliest.




AUDIT PARAGRAPH
Results of audit

In 2010-11 we test checked .the records of 164 units relat.ihg to the
Registration Department and detected undervalvation of documents and

other irregularities involving ¥ 47.24 crore in 235 cases which fall under the
~ following categories: ‘ '

' (X in crore)
5l : Categories No, of I Amount—‘
Ne. ' cases |
1 |Levy and collection of Stamp Duty and Registration| 1 | 4129
Fees (A review) ) . _ _ : '
2 | Undervaluation of documents - 225 5.89
Other lapses ' 9 0.06
| Total D 235 | 4724 |

The Department accepted undervaluation and other deficiencies of
X 2.75 crore in 87 cases, of which 38 cases involving ¥ 1.61 crore were pointed .
" out in audit during the year 2010-11 and the rest in earlier years. Al amount of
X 4.02 Jakh was realised in 74 cases during the year of which seven cases
involving X 0.47 lakh pertained to 2010-11. ' -

A review on “Levy and Collection of Stamp Duty and Registration Fees”
with financial impact of X 41.29 crore and a few illustrative observations involving
X 25.14 lakh are mentioned in the following paragraphs:

Introduction

The Indian Stamp Act (IS Act), 1899, the Registration Act, 1908, the Kerala
Stamp Act (KS Act), 1959 and the rules made thereunder regulate receipts from
- Stamp duty and registration fees in the State, Section 17 of the Registration Act
. deals with documents for which'_regi'stratiqn is compulsory and Section 18 deals
. with documents for which registration is optional. Every instrument chargeable
with duty shall be stamped before or at the time of execution of the document

at the rates prescribed in the Schedule to the Kerala Stamp Act and the Indian

Stamp Act, )
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The adequacy of slamp duty in-respect of documents -which require
compulsory registration is to be ensured by the registering authority when the
documents are presented for registration, whereas no mechanism is in existence to
ensure the adegnacy of stamp duty in respect of documents for which regisiration
is optional. However, Section 34 of the KS Act, envisages that public officers shall
not act upon mslmments not duly stamped unless proper stamp duty, along with
penalty which may extend upto ten times the deficit stamp duty, is paid. Further,
Section 68 of the KS Act requires public officers to keep records maintained in
pubhc offices open to inspection by a person authorised by the collector to identify
any fraud or omission in relation to any duty. o

.Orgamsational setup

The Secretary to the Govemment Taxes Department has admmlsn'atwe
control over the Department of Registration; which deals with levy of stamp duty, '
registration fees, penalty and other dues under the Kerala Stamp Act. The Inspector
General of Registration (IGR) is the head of the Department and is assisted by one
Joint IGR, two Asst. IGRs and one Deputy IGR ai Headgquarters. The Department
is divided into four zones, each under the control of a Dy. IGR. There are 14

District Registrars (Generai) (one for each district) and 10 District Registrars
(Audit) and 321 Sub- -Registrars posted in the 310 Sub Registry Offices. The levy
and collection of stamp duty and registration fee on instruments is done by District
Reglstrars and Sub-Registrars.

Audlt Ob]ectlves
We conducted the review to examine:

. the efficiency and effectiveness of the systems and- procedures relatmg to
levy and collection of stamp duty and registration fee;

* whether the Department has systems in place to identify various types of
transacﬂons that require payment of stamp duty and regxstratlon fee, '

. * the extent of comphance with the prescnbed rules and procedures, '




¢ the objective and manner of implementation of the Amnesty scheme and
the extent to which the objective was achieved;

* whether Systems- are in place and are effective for timely detection and
plugging of leakage of revenue, ' '

Scope and methodology of audit

‘We conducted the review during November 2010 to March 2011 and covered
the period from 2005-06 to 2009-10. We test checked records and collected
information from the IGR's office, the District Registrar's offices in sever_i‘ﬂist:icts
selected out of 14, and 35" Sub Registry Offices selected out of 169 SROs in the
selected seven districts, The details regarding issue of bonds/debenturés/shares by
companies were collected from -the Registrar of companies, Kerala and the
Ministry of Cofborate Affairs website. The details of trade in securities by hrokers
on behalf of clients in Kerala were collected from the BSE and NSE. Details
regarding sale of flats/apartments were collected from Commercial Taxes
Department and Sub Registry Offices. Details of lease of immovable properties
were collected from Local Bodies and Cochin Port Trust. '

For selection of seven districts (50 per cent) for the review the fourteen
districts were divided into two clusters; Cluster I consisting of five districts having
municipal corporations and Cluster consisting of the remaining nine districts,
Three districts from Cluster I and four districts from Cluster II were selected by
using Probability Proportional to Size Sampling Without Replacement (PPSWOR)
method. One district each in Cluster I and IT were replaced with districts suggested
by the Departmental officers of the Government of Kerala during the entry
conference (December 2010) attended by the Joint Secretary (Taxes) and Joint

'IGR. Selection of 35 SRO's (20.7 per cent) out of 169 in seven districts were alsg -
made using the above method. The Secretary to Government (Taxes) and joint IGR -

1 Emaladam, Idukki, Kannur, Kasargod, Kozhikods, Thiruvananthapuram & Thrissur,

2 Ayyanthol, Attingal, Chalai, Chalakludy, Chathamangalam, Edappally, Emakulam, Fort, Hoslurg,
Kadachira, Kakkody, Kannur, Karikode, Kasargod, Katiappana, Koduvally, Koothugaramba,
Kozhikode, Kuttanallur, Kuzhupplily, Marady, Meenchanda, Mundoor, Nemom, Neyyattinkara,
Pattom, Thirevallam, Thalassery, Thaliparamba, Thodupuzha,  Thrikkakkara, ‘Thrissur,
Vadakkancheri, Varkala and Westhill, - -

-




attended the exit conference (June 2011). Replies of the Government/Department
fumished during the exit conference -and subsequently have been appropriately
included in the Report.

| Acknowledgement

We acknowledge the help and co-operation extended by the Registranon
Department, Commercial Taxes Department, Registrar of Companies, (Kerala &
Lakshadweep), Local Bodies and Cochin Port Trust, NSE/BSE, NSDL and banks
in providing necessary information and records for the review. The draft review
- report was forwarded-to the Government on 30th May, 2011 for their response. .

AUDIT FINDINGS

Trend of mvenue : :
B _ % in aore
Year -| Budget | Actual | Variation excess(+)/ | Percentage of variation to
_ estimates | collection _shortfall(-) Budget Estimates’
§2005-06 | 89527 | 1,10141 1  206.14(+) 23.03(+) -
2006-07 | 1,400.37 | 1,519.93 119.56 (+) 8.54 (+)-
- |2007-08 | 1,524.12 | 2,027.97 503.85 (+) © 33.06(+)
- 12008-09 | 2,420.56 | 2,003.00 | - 417.56 (-) ‘ 17.25 ()
2009- 10 2,728.63 | 180641 ' 832.22 © 30.50(-)

~ There was a steady increase in the budget estimates. The actual revenue
collection was in excess of the budget estimates during the years 2005-06 to 2007-08
and there was shortfall in collection during 2008-09 and 2009-10. The shortfall was
substantial during 2005-10 in spite of collection of X 63. 77 crore under
compounding scheme in 270130 undervaluation cases. The reason for the shortfall
during 2008-09 and 2009-10 was stated to be the effect of recession in real estate .
business in these years. We also found that the shortfail during 2008-09 and -
2009-10 was due to decrease in the ‘number of documents registered. '

~ Chapter III para 14 of Kerala Budget Manual sﬂpulates: that the estimates
should neither be mﬂated nor under-pitched but .as accurate as practicable. The

‘778;'2018
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Department stated that the budget estimates were prepared in respect of stamb duty
and registration fees by addi'r_:g 20 per cent and 5 to 10 per cent over the actual -
collection in the prei.rious year respectively. However, on an analysis of budget

estimates, we found that the Increase over actual coliection ranged from.
10.25 per cent to 51.73 per cent in respect of Judicial stamps and (-) 2.82 per cent

to 33.24 per cent in respect of non-judicial stamps. The increase in respect of -
registration fee ranged from 5 per cent to 105.6 per cent. Hence, we recommend

that the Department must devise a more scientifi._c basis for preparing budget

estimates than adopt a flat per cent inflation. '

[Audit paragraphs 4.5 to 4.6.7 contained in the Report of the Comptroiler and
" Auditor General of India for the year ended 315t March, 2011 (Revenue Receipts).

Notes furnished by the Government on the above audit paragraphs is included as
- Appendix IL.] ' ' '

8. Regarding the audit observation, the Committee enquired the reason for
decline in registration of title deeds last year i the State, the witness, Inspector _
General, Registration department detailed that 12.78_and 11.79 lakh title deeds
were got registered in the years 2012-13 and 2013-14 respectively which implied
that in the year 2013-14 registration was less in number than the previous year. To

_a query of the Committee he added t_hat about three percentage of registraﬁon are’
of partition deeds. He also added that deeds in the year 2013-14 includes sixty
three per cent of sale documents, 3.4% partition documents, 10.3% release deed

- and 19.3% of gift deeds. To a query he also deposed that the percentag'e of

registration of settlement deed had increased from ten to nineteen and clarified that
both the gift and settlement mean one and the same as per Transfer of Property Act -

- of 1882 (T.PAct). When enquired about the effect of slab system in family
document, he remarked that the slab system of registration of deeds is not

_ practicable in the case of family documents. '

Cnnclusipn/Recommendatibn

9; No coraments.
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- AUDIT PARAGRAPH
Computerisation of Registration Department .

The Government of Kerala approved the project of Coniputerisation of the

Registration Department in January 2000. NIC developed the software-Package for -

'Effective Administration of Registration Laws (PEARL) with Visual Basic and
MS SQL Server in Windows platform. All the 310 SROs have been supplied with a
server, two personal computers (three PCs where there were two Sub Registrars),
two dot-matrix printers, one laser jet printer and one scanner each along with the
required UPS working in LAN. For issuing certified copies a digital imaging unit
comprising a digital camera, a PC and a laser prim_er each was provided to all the
310 SROs. ' - '

" An IT audit review on PEARL was conducted during the period |
Febmary-May 2009. The findings of the review report appeared in the Audit
Report for the year ending March 2009, We noticed that the Department had taken

. considerable efforts to implement the recommendations made by us in our earlier -

audit review and to rectify/change the software.

Further; the Department envisaged (August 2009) an IT enabled solution for
the implementation of the Compounding scheme 2009 introduced by the
- Government as a one time settlement for clearing all pending undervaluation cases
in the Registration Department. Accordingly, E-mudra (Electronic Module for
undervalued documents in registration and administration) software was developed
by C-DIT for managing the one time settlement of undervaluation as per the user -
requirement specification furnished by the Department. An amount of ¥ 10.92 lakh
was paid to C-DIT for software development charges, database conversion charges .
and hosting charges. The existing PEARL database was converted into Unicode
format for integration with the application.

The system consists of the following modules:
-1. Offline Notice Generation Module
2. Offline Remittance Module
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3. Online Data Updation .Mod'ille
4. The Report Generation Module
5. The Administration Module

The software was instalied in the District Registrar Offices between
December 2003 and February 2010, j.e., eight months after commencement of the
Compounding Scheme 2008 by which time 8.97 lakh notices had already been

 issued manually. Out of 6.57 lakh notices issued after installation of E-mudra, only
- 18190 notices were generated in seven DR offices through E-mudra '(2.44 per cent)
using the Offline Notice Generation Meodule. Receipts for remittances made under
the scheme were generated using Offline Remitiance module in 5156 cases. The
Online Data Updaﬁbn Module could not be put to use since feeding of primary
details of UV cases had not been completgd in any of the DR offices, Thus, the
objective of implementation of E-muydra could not be achieved,
Compliance deficiency—Fixation of fair value
o Under the Registration Act, 1508, .instruments affecting immovable property' _
_ &re to be presented for registration in the office of Sub Registrar ('SR) within whose
sub-district, the whole or some portion of the property is situated, Under section
- 2BA of the KS Act, everjf Revenue Divisional Officer (RDQ) shall fix the fair value
of the land situated within the area of his jurisdiction, for the purposa of
determining the duty chargeable at the time of registration of instuments involving
lands. Under section 45A, where the registering officer finds that the value of land
or consideration set forth in the instrument is less than the fair value of the land
fixed under section 28A, he shall by order direct the paymeﬁt of proper Stamp duty
on the fair value of the land. Though the fair value of land in the State was fixed by
the RDOs concerned on 5 January 2004, it was withdrawn on 15th February, 2004
due to public comp_laints and to pi"ovide an opportunity to interested parties to file
objections/suggestions on the value notified, Though the Government directed the
RDOs in February 2004 that the final notification would be fssued within 120 days
from the draft notification after_éons_‘.idering objections and suggestions received
' from the public, '_the final notification of the fair value of land was 'i_ssued and

implemented only with effect from 1st April, 2010.
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" During the period under review, no fair value was in existence. In the absence '
of fair value, undervaluation cases were to be dealt with under Section 45B of the
KS Act, which provides that if the registering officer, while registering instruments
involving transfer of property has reason to believe that the value of the propertfy or
the consideration has not been fully and truly set forth in the document, he may,

"after registering such document, refer the same to the Collector for determination
of the value or consideration and the duty payable thereon. The Collector may also
" sno-motu, within two years from the date of registration of any instrument not
already referred to him, call for and examine the instrument ‘and determine its
_consideration- and the duty payable thereon. The Government in October 1986
appointed the District Registrars (DR) as Collectors for this purpose. Year-wise -
detauls of undervaluation casés  reported during the period of - review are
glven below: -

Year - Number
2005-06 251600
2006-07 ‘ : 254980

- 2007-08 . 187462
2008-09 o 128441
2008-10 - . 24285
2010-11 - . 23218

During the review period, the SRs had reported 26.24 peér cent of thé total

- documents registered as undervaluation cases. Out of this 21.25 per cent was

decided by the DRs and 26 per cent of the decided cases were settled. We find that
the Department was not manned by trained officials to handle the huge number of
_undervaluaﬁon cases accumulating year after year.

We conmder that ﬁxanou of fair value has had a salutary impact on the
~ number of cases reported for undervaluation which came down drastically from an
average of twe lakh cases a year to 23218 during 2010-11.
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[Audit paragraph 4.6.8 and 4.6.9 contained in the Report of the Comptroller
~ and Auditor General of India for the year ended 31st March, 2011 (Revenue
Receipts). Notes fumnished by the Government on the above audit paragraph is
included as Appendix II.] '

10. With regard to the audit observation, the Committee wanted to know the
Present position of computerisation in the Régistration Department. The witness,
Inspector General. Registration Department neplied' that a software namely
E-Mudra (Electronic module for undervalued documents in registration and
administration) was developed by C-DIT for managing the one time settlement of
undervaluation cases as per the user requirement specification furnished by the
department, but data entry could not be completed due to the acute shortage of -
manpower in the department. He submitted that it had accelerated in the collection
of money which was due to the department and disclosed that an amount of
X69.22 crore had realized out of targeted T 100 crore in the year 2009. To a query
whether the collection was increased in the succeeding years, the witness, -
Inspector General, Registration Department also disclosed that an amount of
X 30 crore had been realised in 2012 by launching one time settlement scheme by
the department from the period 2012 to 31-3-2014 and informed that 10 lakh cases
were still pending. In this context the Comn_u'tteg' sought the possibility of
conducting district wise camps to clear the pending cases on the ground that the

. government is unable to proceed with ten lakh cases in a row. The witness,
Inspector General, Registration Department replied that the department had
pmcee'ded with Revenue Recovery proceedings instead of one time settlement right
now. But when the Committee pointed the practical difficulty in resorting the RR
proceedings for such'a huge number of cases, the witness, Inspector General,
Registration Department replied that Revenue Recovery broce_edings could solve
the issues pending since 1986, The department now targets to’ initiate action on the
latest cases, he added. He also q:ontinued' that the number of ﬁndérvaluatimi cases
had been lowered to 25000 as against the 2 lakh cases in 12 lakh title deeds. In this
context the Com_mit(eé directed the Registration Department that pendency should
be cleared in a time bound manner, - ' '
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ConclusionfRecammendation

11. The Committee perceives that by resorting RR proceedings the
department could solve the pending issues since 1986 and could decrease the
‘number of undervaluation cases considerably. ‘As the Committee is informed
that the department is concentrating on latest cases, it also recommends that
Registration department should take nel:essary steps to clear all the_

pendencies in a time bound manner.

: Implementan'nn of cnr_npounding scheme

The government introduced compounding schemes in 1997 and 2002 with
the objéctive of settling pending undervaluation cases since 1986. Under the first
scheme, liability of the parties stood compleiely discharged on payment of
30 per cent of the stamp duty already levied, whereas the second scheme erivisaged
payment of 30 per cent of the deficit stamp duty and registration fee. '

On expiry of the Compéunding Schemé, 2002 on 31st March, 2004, there
were 4.85 lakh UV cases pending settlement. Introduction of the amnesty schemes
at regular intervals and large number of undervaluation cases rema.lmng unsettled
at the end of these schemes indicated that these schemes were not- effectwely
implemented. ' | '

‘The total number of UV cases pendiﬁg settlement as on 31st March, 2009
was 17.19 lakh. The PAC in its 113th Repart (2008-2011) on undervaluation cases
'in the Registration Department had reiterated the need to sort out the matter either .
by revenue recovery processes or through an Amnesty Scheme, giving maximum
possible discounts on stamp duty.

Based on the recommendation of PAC, the Governmeni of Kerala, .
* introduced® a scheme for disposal of undervaluation cases referred to the Collectors
by the registering officers under sub-section (1) of Section 45B of KS Act up to

3 Notfication No, G. O. (P) 57/2009/TD dated 27-3-2000,
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31st March, 2009, Under the scheme, about 20.11 lakh_ cases involving revenue of
2,409 crare were proposed to be considered for disposal and the liability of the

- - parties stood completely discharged on payment of a fixed amount which_was' based on

the extent of land and locality as detailed below:

Sl. Extent | Corporation Area Municipal Area | Panchayaf Area

ND. . . L .
1 | Transactions’ X200 ¥ 1,000 Fully exempted
_ upto 5 cents _ - '
2 | Above 5 cents 15,000 ¥ 3,000 ¥ 1,000
' upto 10 cents : : .
3. |Above 10 cents{- ¥ 10,000 X 5,000 2,000 -
: upto 50 cents | . - ' _
4 iAboveS0cents| 6percentofthe | 4 per centof the | 2 per cent of the
- stamp duty already stamp duty stamp duty
“paid or X 12,000, already paidor | already paid or
whicheveris | ¥ 7,000, whichever | ¥ 3,000, whichever

higher

1]

is higher is higher

We were unable to verify the rationale behind the determination of fixed
amount of duty for each category, as such records were hot available with the IGR. -
The scheme, thongh ‘initially - introduced for a period of six months from _
1st April, 2009 was finally extended upto 31st March, 2011. We noticed that the -
successive compounding schemes have been more generous than the earlier
schemes in discharging 'Iiability in’ undervaluation cases, We consider that such
liberal dispensau'qns may deter prompt settlement of undervaluation cases.

- Target and a(;hie_vement undgr.compoundin'g scheme

We' noticed that the Department had made concerted efforts to issue
15.54 lakh notices to parties to settle undervaluation cases under _the"_scheme.
However, despite such efforts, the Department was able 0 mop up only
T 69.22 crore in 2.91 lakh cases (18.73 per cent) at an average of % 2,380 per case

under the scheme against a target of ¥ 100 crore. We consider that failure of
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the Department to mitiate action against 4.73 lakh out of 4.85 lakh persons who.

did not respond to the previous compounding schemes was mainly responsible for
the poor response to the compounding scheme.

Loss of revenue due to short accounting of UV cases

Analysis of data furnished by IGR, Thiruvananthapuram, revealed that
213190 UV cases involving revenue of T 50.74 crore, were not brought under
Compounding Scheme 2009 as detailed below: '

Noof [NoofUV| Total Noof | Cases | No of UV | Difference
uv. cases | cases | tobe -cases | {being cases
cases | reported settled | brought j pending as | not brought
pending | from | . during | under on 31 under
settlement | 2004-05 2004-05| compo | March |compounding
ason 31 | to 2008 1o unding | 2009as | scheme)
March |- 09 by : 2008-09| scheme per
2004 SROs : information
furnished
byIGR | :
9,53,770 | 10,41,999 | 15,95,769 | 58,316 |19,37,453| 17,24,263 | 2,13,190

The Co]lef:tian under compounding scheme was as detailed below:

Noof UV | Noof | Noofcases | Balance | Amount | Average
cases cases | settled under| Noof | collected collection |
pending | exempted | compounding | cases under per case

disposal being | schemeason| pending |compounding under
asom31st | below S | 31st March, | collection-|scheme as on | compounding

March, cents in 2011 | as on 31st |. 31st March, scheme
2009 | Panchayat : March, | 2011 X
. area . . 2011 X

17,24,263 | 2,30,440 | = 2,90,808 | 12,03,015 69,22 crore 2,380

_ ‘Based on the average collection of T2 ,380 per case settled under the
compounding scheme, the total revenue involved in respect of 184708 cases (after.
giving an allowance of 13. 36 per cent towards exemption in pe_mchayat area) not
brought under the compounding scheme in the State works out to X 43.96 crore.

77812018
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Lack of periodic reconr:lhauon of UV cases reported by SROs with the

records of UV cases received in the District Reglsu-ar Offices and improper
‘maintenance of records resulted in the short accmmﬂng of UV cases.

The Depamnent may take action to reconcile, identify and account for the
missing UV cases for further action.

Potential revenue nmainmg unrealised in undervaluauon cases

Test check of necords of the selected 35 SROs in seven selected districts in
the State with reference to the records of District Registrar Offlces of the selected
districts revealed the following,’

® The total number. of UV cases pending settlement in respect of selected

" SROs in seven disiricts as on 31st March, 2009 was 3.63 lakh cases
involving deficit stamp duty of ? 653.01 crore and registration fee of
X 134 crore.

® Final orders were issued in' 5854 cases which represents 1.61 per cent of

UV cases pending in the selected SROs. Collection of T 2.44 crore wag
effected in 5381 cases in which final orders were issued during the period
- 2504—05 to 2008-09. This represents 91,92 per cent of the rumber of UV
éases in ﬁhich final orders were issued, Average collection of stamp duty
in each case is ¥ 4,537. |

The number of UV cases pendlng settlement in the State as on 31st Man:h
2011 is 12.03 lakh. Potential revenue remaining uorealized in respect of the
pending cases that could have been realised; in the normal course by isssue of final
orders would work out to ¥ 545.81 crare based on the average collection of -
¥ 4,537. Even lf all the pending cases were settled under the compounding scheme
potential revenue that could have been realiased based on the average collection of
T 2,380 per case under the. compounding scheme would be X 286. 32 crore.
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The Dlstrict Regxstrars stated that huge pendency in UV cases was due to
paucity of staff. However, we noticed that no time limit/target was fixed for issue
of final orders by DRs in UV cases, In the absence of final orders no enforceable
. demand was created for recommendmg cases for RR action in case of non-payment

" of defu:lt SD & RF by the concerned parties in UV cases. |

Govemmem may implement a time bound action plan to settle outstandlng
undervaluanon cases.

,

Loss of revenme due to shnrt collection nf stamp duty under compoundmg
scheme :

* In S.R.0. Kozhikode, one undervaluation case involving an extent of
96 cents of land in corporation area was settled under the compounding
‘scheme collecting ¥ 5,000 mstead of X 81000 resultmg in short
collection of T 76,000.

In S.R.0., Thiruvananthapuram, three undervaluation cases involving an
extent of more than 50 cents were settled under the compounding scheme
collecting T 36,000 (12,000 each) mslead of ¥ 78 870 resulting in short
collection of ¥ 42,870.

In SRO. Chala, one undervaluation case involving an extent of
1.01 hectare was settled under the compounding scheme collecting
T 13,500 instead of T 40,500 resulting in short collection of < 27,000,

The total short collection in three SR_Os mentioned above. is T 1..46 lakh.
We are of the view that the above mistakes occurred due to application of incorrect
" rate of compounding duty based on the classification of land and stamp duty
already paid.

lrregular exempﬁon under compounding scheme

~ In $.R.O. Maradu one undervaluation case involving recommended defu:lt .
stamp duty of ¥ 3.70 lakh and RF of ¥ 0.70 lakh and having an extent of
51.02 cents of land was exempied as a case below 5 cents in panchayat area. The '
irregular exemption Iesulted in loss of revenue of T 4.40 lakh.
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[Audit paragraph 4.6.9 and 4.6.10 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31st March 2011 (Revenue
Receipts). Notes furnished by the Government on the above audit paragraphs is
included as Appendix I1.] . o

12, _Régarding the audit observation, that due to short collection of stamp’
duty under compounding scheme in the three Sub Registrar Offices at Kozhikode,
Thiruvananthapuram and Chala resulted in the revenue loss of ¥ 1.46 lakh to the
Government, the Committee firmly opined that, Government must review the one
time settlement scheme and urged to initiate action in cases which were not settled

- under the amnesty scheme. It also recommended to formulate a system to check
. whether the compounding fee collected during settlement under amnesty scheme

- . was compatible with the amount fixed as per the norms and also to ensure that

- lesser amount would not be realized under any circumstance,

13. Regarding the audit reference, that 213190 undervaluation(UV) cases
involving revenue of ¥ 50.74 crore were not br’ought under the compounding
scheme of 2009, the Committee sought explanation and the witness, Inspector
General, Registration Deparlmem informed that while consolidating the -
undervaluation cases reported by Sub registars at the District Registrar Office,
some shortfall had been occurred in the figures and necessary instructions had been
issued to the District Registrar ‘and subordinate officers for reconciliation of the
figores. He submitted that the department suffers paucity of space in the offices to
maintain the voluminous records which: were added year by year. He hinted the
earlier remarks of the Accountant General in its 1997-Report that 504922 case file
in 13 District Registrar Offices were reported' to be destroyed by white ants were
not traceable as a jusﬁfication for the short accoﬁnting of UV cases. Intervening
the matter, an officer from the office of the Accountant General appraised that
periodical reconciliation had not been done as there was ne mechanism to monitor
whether the details of undeivaluation cases were forwarded to the Offiice of District
Registrar from the office of the Sub Registrar were recorded or not. In this context
the Committee decided to recommend that the reconciliation process should be
speed up and should be completed in a time bound manner. '
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14. Regarding the audit observation made by the Accountant General that the
- Potential ‘revenue remaining unrealized, the ‘Inspector General Registration
. Department submitted that in respect of the pending cases the revenue could have
been realized in the normal course by the issuance of relevant orders. The senior
audit officer informed that District Registrars had issued orders to initiate RR
proceedings only in 5854 cases out of the total 3.63 lakh undervaluation cases.
The Committee was astonished to understand that the total number of
undervaluation cases pending settlement in mspect of selected Sub Registrar
Offices (SROs) in. seven districts as on 31st March, 2009 was 3.63 lakh which
involves deficit stamp duty of ¥ 653.07 crore and registration fee of X 134 crore,
and only 1.61 per cent of the total cases were settled by the DRs. Re-joining with
arguments of the IGR, the Committee opmed that this could be an important source
of Revenue to the State Exchequer and decided to recommend that sufficient staff
~ should be redeployed on temporary basis to settle this issue at the earliest.

Conclusionszecnmmendauons

15, The Committee observes that the implementation of compounding
_scheme with liberalised provisions re_sulted°in huge loss to the exchequer. The
Committee directs the Department to formulate a system to check whether
" compounding fee collected during settlement under Amnmesty Scheme was
compatible with the amount fixed as per the norms. The Committee also -
recommends that the Repistration Departmeni should review the one time
settlement scheme and to initiate action against the unsettled cases. The
- Commiitee also insists that a strict supervision is needed to ensure that an amount
lesser than that fixed as per norms wouldn't be,collected under any circumstances
and a proper system should be implemented to monitor the procedure.

16. 'The Committee is aggrieved to note that improper maintenance of
recards and lack of periodic reconciliation of undervaluation cases resulted in
short . accountiug of undervaluntmn cases. Therefore, the Committee
recommends that reconciliation of undervaluation cases should be speeded up
and completed in a time bound manner inorder to identify the missing
undervaluation cases and account for further action. -




22

17. The Committee is astonished to note that lack of staff resulted in huge
pendency in umdervaluation cases which prevents the realisation of potential
source of revenue to the State exchequer. Therefore, the Committee recommends
that time bound action plan should be implemented to setile outstanding
undervaluation cases and by redeploying sufficient staff on temporary basis,

" AUDIT PARAGRAPH

Loss of revenue due to lack of mechanism to effectively enforce provisions of
Kerala Stamp Act, 1959

Every i:isu-ument chargeable with duty shall be stamped before or at the time
of execution. Under section 33 of the Kerala Stamp (KS) Act, 1959, every person
having by law authority to receive evidence and every person in-charge of a public
office before whom any instrument, chargeable in his opinion, with duty, is
produced or comes in the performance of his functions, shall impound the same if
it appears to him that-such instrument is not duly’ stamped. The instrument so _
impounded shall be sent in original to the District Registrar who shall require the
payment of the proper duty or the amount required to make up the same, together
with penalty of an amount not exceeding ten times the amount of the. proper stamp
duty or of the deficient portion thereon. As per Section 34 of the KS Act, no
instrument chargeable with duty shall be admitted in evidence or shall be acted
' upon by any pubhc officer, unless such instrument is duly stamped.

As per the section 68 of the KS Act, public officers shall permit any person
- authorised in Wriling by the Collector, to inspect registers, books, papers,
documents and proceedings which may tend to secure any duty, or to prove or lead
to the discovery of any fraud or omission in relation to any duty. District
Registrars have been notified as Collectors to exercise the powers under section 68,

As per section 17 (d) of the Indian Registration Act, 1908 registration is
compulsory for leases of immovable property from year to year, or for any term
_exceeding one year, or reserving a yearly rent. Lease includes an under ease or
sub-lease and ariy agreement to let or sublet (Article 33 of KS Act, 1959),
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~ Test Check of records maintained in selected public offices revealed revenue
loss of stamp -duty and registration fee amounting to < 23.46 crore due to failure of
District Registrars to authorise persons to inspect records of public offices under
Section 68 of KS Act 1959, to detect omissions/deficiencies in relatmn to stamp
duty. The details are furnished below:

® Non-registration of lease/licence deeds/agreements . executed between
Maobile tower infrastructure companies and land/building owners

" Test check in nine’ local bodies of 301 lease/rent/licence agreements of
mobile tower infrastructure companies with the owners of the buildings along with
- applications for permits for setting up mobile towers revealed that none of the

agreements was registered and the agreements were executed on stamp paper of
¥ 50/100 even though the agreements have all the essential characteristics of
lease and all the agreements were required to be compulsorily registered. The
“revenue loss involved in 301 cases was ¥ 1.64 crore. The officers in charge of
local bodies failed to impound the documents under section 33 of the KS Act.
During 2005-06 to 2009-10, 8,412 permits were issued by the local bodies for
setting up mobile towers in the State. Based on the average revenue loss per case,
the potential revenue loss worked out to X 23.18 crore®, '

* Non-registration of lease/licence/rent agreements relating to lodgesboarding
homes/resorts

Test check of lease/rent agm‘émems produced along with application for
registration of hotels/loading houses under the Kerala Luxury Tax Act in three®
Luxury Tax Offices in the State showed that the  agreements were executed on
stamp paper worth ¥ 50/100 and the agreements were not registered. The deficit
stamp duty and registration fee involved in respect of 18 cases is X 27.99 lakh,

4 Aluva, Emakulam, Kanmur, Koduvally, Kollam, Kozhlkode Kl.mnamanga]am Thirl.wanamhapumm' _
and Thrissur.

5 Average revenue loss In one case in Corporauon AreaT 58095 x 353 permits = T 205.08 lakh
‘Municipal area ¥ 46946 x 1082 permits = T 507.96lakh
Panchayat area X 23000 x 6977 permiis = ¥ 1604.71 lakh

L Total = T.2317.75 lakh.
6 Emakulam, Matanchery and Thiruvananthapuram. :
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The Department has not prescribed any norms for inspection of public
offices. As per information collected from selected District Registrars and IGR,
no inspection of public offices was conducted by officers of the Registration
Department under section 68 of the KS Act to detect omission/deficit in relation to
stamp duty. _ ' '
® Non-registration of lease agreements for installing ATMs of banks

Many ATMS were. established by various banks like public sector, private
sector and new generation banks in Kerala during the last five years. Most of the
ATMs were established in private buildings on long term lease with the building
owners, With a view 1o _ider_ltifyin_g leakage of revenue in different areas, we
collected details of 72 lease agreements executed by three’ banks with building
owners for setting up ATMs in two® cities in Kerala, It was noticed that out of
72 lease agnéements, 38 agreements were not registered even though the lease was
for periods exceeding one year and liable for compulsory registration. Revenue -
loss involved in respect of 38 lease agreements alone works out to T 3,52 lakh.

® Loss of revenue due to non-execution of lease of Cochin Port Trust land

Lease deeds were not executed and registered in respect of 122 cases of lease
of land of Cochin Port for periods exceeding one year to 37 vears. This deprived
the Sate Government of revénue by way of stamp duty and registration fee
amounting to X 2.15 crore and T 54.71 lakh respectively, ' '

There 'was no mechanisam in the  Department to obtain details of such

omissions leading to leakage of revenue.

We recommend that the Government may prescribe norms for inspection of
public offices by the employees of DRs to detect omission/deficiency in realisation
of stamp duty.

7 Syndicate Bank, Canara Bank and Federal Bank.

8 Emakulam and 'Ihnuvanamhapuram
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® Loss of revenue due to execution of insu'dments having essential
characteristics of lease as licence deeds

As per Section 2(1) of the KS Act, lease means a lease of immovable

property 4nd also includes any agreement or other undenakmg in writing to occupy

‘or pay or deliver rent for immovable. property’. As per article 33 of KS Act, lease
includes an under lease or sub-lease and any agreement to let or sublet.

As per section 17(d) of the Indian Registration Act, 1908 registration is
compulsory for leases of immovable property from year to year, or for any term
exceeding one year, or reservmg a yearly rent. '

We observed in one Luxury Tax Assessment circle and Corporation of
Thiruvananthapuram that two agreements, between léssor and lessee leasing out
hotels, having all the essential characteristics of lease for period of more than one

- year were executed as license agreements on stamp paper worth X 50. The fevenue
loss involved by way of stamp duty and registration fee was ¥ 6.93 lakh and
% 2.99 lakh respectively. ' o '

We found that states like Karnataka and Maharastra have included 'Licence of -
movable and immovable properties’ in their Schedules to the Stamp Act at a rate -
“equal to that of lease. However, no such provision exists in the Schedule to thé
Kerala Stamp Act to plug the practice of creating documents of lease as licence
deeds to evade stamp duty.

The Government may. consnder amendmg the KS Az:t by insernng provisions
for levy of stamp duty on licence agreements nelann_g to movable and immovable
propemes akin to such provisions in other states.

® Loss of revenue due to undervaluation of sale deeds executed by
buildersfdevelopers of ﬂatsfaparunents

. We test checked 1,155 sale deeds executed by 22 bullders of ﬂatsfapartments
in selected sub Registrar Offices in the state and cross verified the details with
reference to details in Form 49/agreements filed by the respective builders in four®
works contract offices under the Commerdal Tax Deparunent in the State.

9 'I‘tmuvananthapuram Kottayam, Ernakulam, T}mssur
778!‘2018
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We noticed that only two out of the 22 builders had shown the consideration
reported as per form 49 in the 75 sale deeds executed by them. All the 504 sale
deeds identified with reference to Form 49/agreements out of ‘the balance
1080 sale deeds executed by the remaining 20 builders'® were undervalued. The'
deficit stamp duty and registration fee involved in the identified 504 cases was
¥ 8.36 crore and ¥1.75 crore respectively as shown below: '

| Total aumber of sale deeds test checked - | 1155

Number of cases in which discrepancy noticed with Form No. 49 504
(returned filed with the Commercial Taxes Department)

Short levy of stamp duty and registration fee in 504 cases - | ¥ 10.11 crore

In respect of the remaining 576 sale deeds, details of consideration set forth
in Form 49/agreements were not available with Commerciaj Tax Department. The
Builders were following the same pattern of undervaluation in all the sale deeds
executed by them. Based on the average revenue loss of ¥ 2.01 lakh in one case
the total deficit stamp dlify and registration fee involved in respect of the remaining
576 sale deeds worked out to ¥ 11.58 crore. The lass of revenue would be
substantial if sale’ deeds executed by all the builders in the State were taken
into account. . - o

We are of the view that if the registering officers had insisted for'productiqn
of the original agreements for purchase/consiruction of flats/ apartments with
builders at the time of registration of sale deeds, they could have ensured the
~ correctness of consideration set forth in the sale deed. Further, the Regis&aﬂon
" Department did not co-ordinate with the Commercial Taxes Department t0.obtain _
details regarding transfer of apartments/flats/villas/and the cost of flat in respect of
each purchaser/intending purchaser. : |

We recommended that the Government may direct registering officers to
insist on production of original agreements for purchase/construction of
ﬂats/apal_'unents at the time of registration of sale deeds. We also recommend that

10 Abad Constructions, AC City builders, Castle homes, Creation India, Desire homes, Heerg
Constructions, Kent Constructions, Skyline foundation and structure, Olive Buildets, Infra
Housing, KGL Builders, Mather Projects, MRG Builders, Noel Villas, Oceaners Builders, Pentark .
Builders, Sree Gokulam Housing, Sunny Housing, Skyline Builders and Wexco Constructions,
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- the department may evolve a mechanism to obtain data on a periodic basis
regarding actual cost of flats/apartments from the Commerc:lal Taxes Department
(Works contract) and co-relate the same wlth sale deeds to detect undervaluauon of

. ﬂats/apartments

[Audit paragraph 4.6.11 and 4.6.12 contained .in the Report of the
Comptroller and Auditor General of India for the year ended 31st March, 2011
{Revenue Receipts). Notes ‘furnished by the Government on the above audit
. paragraphs is includéd as Appendix 1.}

18. While discussing the audit cbservation that there occurred loss of
revenue due to lack of an effective enforcement mechanism for the Kerala Stamp
Act 1959, the Committee soughi- the explanation from the officials concerned. The .
. witness, Inspector General, Registration Department confessed that the Acé_ountam
General's observation was true. He also deposed that mobile towers and ATM
counters wete also brought under the purview of Stamp Act recently and were
- levied with stamp duty at the annual rate of 5,000 and X 2,500 respectively and
informed that nécessary diremfonS had already been issued to all District Registrars
to inspect Public Offices to detect the omission or deficiency in realising stamp
duty regularly. He also enlisted various practical difficulties to realize the stamp
duty before the Committee. In the meantime an official from the office of
* Accountant General drew the attention of the Committee on the reality that though
amendmem was brought to the stamp Act to impose stamp duty on the lease
agreement executed to install ATM, Mobile tower etc., rather than registration, the
pariies were undertaking lease agreement m_stamp paper costing X 100. Pointing
out the prevailing practice was checking whether starﬁp duty was upto the standard
.in 'registemd'cases he reminded that so long as the agreement was not registered,
evasion could not be found out, He also emphasized the importance of' an .
intelligence invesﬁgaﬁon with in the department to upearth the discrepancies.
prevailing in the department In this context the withess, Inspector General, }
Registration Department informed that, an economic mtelhgence wing was already
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functioning in the department and an online system had been established for almost
all the transactions in the department. The Com:mttee though accepted the
explanation, directed the Department to evolve a mechanism to ensure that the
lease agreement executed during the installation of moblle towers, ATM, etc., were
not excluded from registration. It also’ suggesled that co-ordination between the-

'Registrar.ion department and corresponding Local Bodies should be ensured in.
this regard -

19 Regarding the audit paragraph the witness Inspector Geﬁeral Registration
Department admitted the Audit's point of view and remarked that since registration -
. of licensed deed was not liable to stamp duty, lease agreements were preferably
Bot registered as licensed agreement and thereby incurred great loss to the
. exchequer. He added that in order to avoid such dlscrepancms, proposal to amend :
relevant provision in the Stamp Act has been pending with the Government was
under consideration. The’ Commlttee accepted the explananon furnished by the
Depamnent o -

20. Regarding the audit observaﬂons, that the loss of revenue in terms of
deficit stamp duty and registration fee to the tune of ¥ 8.36 crore and ¥ 1.75 crore
respectively due to undervaluation of sale deeds executed by builders /developers
of ﬂats!aparunents the Committee asked for a detailed explanation in this regard,
The witness, Inspector General of Registration Department submitted that the -
amount shown in the sale agreement and that in form No. 49 was different.. He
added that even though steps were initiated to realjze the amount short levied in the
. undervaluation cases, Thrissur District Court ordered that neither the declaration
- under form 49 nor the market value need to be considered. . The Committee

rectified and reminded that the court's verdict was against the fair value fixation

and directed the department to file appeal against the position taken by the court in

this regard. The Committee exhorted that had registration of sale agreement made '

mandatory, such omission could have been avolded and advised that more alertness
should be shown by the deparr.ment itself to avoid loss of revenue in future.
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Conclusions/Recommendations

21. The committee ochserves that there occurs leakage of revenue due to
non registration of lease/agreement for installing mobile towers, ATM of
banks etc. The amendment of the Stamp Act does not achieve its abjective
without - registration, Therefore, the Committee recommends that the
department should evolve a mechanism to ensure that in addition to the
execution of the lease agreement during the installation of mobile towers,
ATM etc., it should also be registered. The Committee also urges the
‘Department to co-ordinate the Registration Department with corresponding
Local Bodies inorder to find out evasion. - :

22. The Committee observes that, since registration of license deed has
not been liable to stamp duty, lease agreements were preferably got registered
as license agreements and thereby incurred great loss to the State exchequer.
Therefore the Committee directs that necessary amendments should be made
_in the Kerala Stamp Act for unposmg levy of stamp Guty on licence -

.agreements also.

23. ‘The Committee recommends that, the Registration Department
should conduct regular inspection of Public Offices to detect Omissions/
deﬁuencymma]izaﬂonofstamp duty '

Non/Short collection of stamp duty on corporate bondsidebentum

As per section 8A of the Indian Stam_p Act, 1899, an issuer, by the issue of
securities to one or more depositories shall, in respect of such issue, be chargeable
with duty on the total amount of security 153ued by it and such securities need not
be stamped.

Bonds . come under the meaning of securities as per Section 2 (16A) of

 the Indian Stamp Act read with Section 2(h) of the Securities Control (Regulation) -

Act, 1956. According to Section 2 (12) of Companies Act, 1956, "debenture”
includes bonds.

. As per Article 27 of Indian Stamp Act, 1899 on debenture’ (wh_ether miortgage
debenture or not) being a marketable security transferable by delivery {issued in
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demat form) the rate of stamp duty was “three rupees seventy five paise for every
T 500 or part thereof in excess of rupees 1000” from 1st March, 2004 to
12st September, 2008 and at the rate of 0.05 per cent per year of the face value of
the debenture, subject, to a maximum of 0.25 per cent or I.twenty five lakh,
whichever is lower from 12th September, 2008 _

. Debenture, (Whether mortgage debenture or not), being a marketable
security transferable by endersement or by a separate instrument of transfer (issued
in physical from) attracts stamp duty at the rate ¥ 1.85 per ¥ 500 up to 1ith
September 2008 and at the rate of 0.05 per cent per year of the face value of the
debenture, subject to the maximum of 6.25 per cent or T 25 lakh, whichever is
lower from 12th ‘September, 2008 onwards.

* As per the data collected from NSDL, seven 'c_ompanies_. registered in Kerala
had issued bonds valued at X 1986.40 crore in demat form having face value of
X 10 lakh each during the period 2005-06 to 2009-10. Three Companies paid stamp
duty at the rate applicable to promissory notes, two companies paid stamp duty at .
‘the rate applicable to debentures transferable by endorsement or by separate deed
of transfer and two companies did not pay any stamp duty. The total short/
non-remittance of stamp duty works out to ¥ 5.66 crore as detailed below:

Name of Yearof |No.of| Value of Stamp | Stamp | Short/non
- Company/ issue [ bonds/{  bonds/ duty | duty |remittance
- - Bank - Deben | Debentures payable! paid | of SD (T
: tures | issuedX | (Xin | X in | in lakh)
issued | in cmr_e]' lakh) | lakh) | -
1 2 3 4 5 s | 7
Apollo tyers -2008-09 | 1250 | 125 2500 | 420 | 20.80
Dhanalakshmi 2005-06t0| 434 . 43.40 32.55 24 8.55
Bank 2006-07 Lo o
Manappuram . | 2009-10 | 250 2500 | 625 | Nil 6.25
General Finance| : : ’
& Leasing Co. _ :
State Bank -of 200506 to | 13200 | 1320.00 | 990.00| 662 | 328.00
Travancore 2007-08 ' ' . ' J




31

1 2 |3 4 5 | 6 | 7
Catholic Syrian| 200506 | 400 | 40.00 | 3000 | 14.80 | 1520
Federal Bank | 2006-07 | 2000 | 200.00 | 150.00| 30.40 | 119.60

The Suu!h Indian| 2005-06 650 65.00 48.75 | 6.50 42.25
Bank '

-do- '2009-10 | 1680 | 168.00 | 2500 | Nil | 25.00
Total 1| 1986.40 ' 565,65

There was no mechanism in the Registration Department to obtain data on 2
periodic basis from depositories regarding issue. of bonds/debenture by
companies/banks ia demat form and to check the adequacy of stamp duty theréon,
Lack of co-ordination with depositories, SEBI and the Reglstrar of Companies
resulted in loss of revenue amounting Xs. Gﬁ crore.

_ ~'We recommend that the Departmem may evolve a mechanism in consultation

* with depositories fo obtain details of issue of securities by companies registered in

- Kerala and ensure that stamp duty thereon was paid before admitting such.
securities in depositories. -

During the period 2005-06 to 2009-10 four companies issued non convertible
secured debentures of different series totaling ¥ 6,480.16 crore. One company
paid a nominal amount of stamp duty and the other three companies did not pay'
any stamp duty on the debenmres issued. o

_When we pointed this out, it was stated by the companies in their letters
addressed to the Registrar of Companies that these companies issued the
debentures on private placement basis and not as marketable securities and such
* debentures were not listed in stock exchanges. Hence, they were not liable to pay
stamp duty under Article 27 of the lndlan Stamp Act which deals with rnarketable '

'securities,

Marketable securities have been defmed under’ Secuon 2 (16A) of the Indian
Stamp Act and Section 2(m) of the KS Actasa ‘security of such a descriptionas to
be capable of being sold in any- stock market in India'. The contention of the
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companies cannot be accepted since the term marketable security does not-
necessarily imply securities which are listed in stock exchanges, but all securities
which are capable of being listed in stock exchanges. As per SEBI circular
No. SEBI/MRD/SE/AT/36/2003 dated 30th September, 2003, any listed company
making isste of debt securities on pnvate placement basis shall issue and trade- _
them in demat form. Further as per SEBI circular dated 22nd December, 2003,
unlisted companies/statutory cmporationsfennnes if they 50 desire, may get their
privately placed debt securities listed in lhe stock exchanges Hence the companies
have the option to list the debentures in the stock exchanges though, issued on
pnvate placement basis. Moreover, the debentures issued by the companies were
transferable by separate deed of transfer and endorsernent on the debenture -
certificate as is evident from both the debenture certificate and the prospectus.
- Hence, debentures issued by the companies attract stamp duty under Article 27 of
the Indian Stamp Act. The stamp duty leviable works out to X 13.96 crore as
detailed below:

Nameof | Total | Periodof [ Stamp duty | Stamp | Stamp duty

Company | Valueof issue . | dueunder | duty | due under
: - { debentures Article 27 of | paid (T | Article 27
issued - | Indian in lakh) | of Indian
- (Rin ' Stamp Act Stamp Act
Crore) | (X inlakh) | (% in lakh)
. Muthoot Fman(.‘e 5,508.47 | 2005-06 1o . 1,263.28 8.70 1,254.58
Ltd. _ 2009-10 .
Muthoot " Capital| 6861 [200506t0] 23.10 | Ni | 23.0
Services 2009-10
Mutheot Fincorp| 531.46 |2006-07to|. 32.93 Nil 32.93
L. _ - 2009-10
Kosamattam 371.62 |[2005-06te] . 85.07 Nil 85.07
Finance _ 2009-10 '
Total | 6,480.16 | 140438 | 870 | 1,395.68




33

We noticed that the Registration Department did not coordinate with the
'-RO_C to obtain data to examine the adequacy of stamp duty paid on issue of -
debentures/bonds by companies who take advantage of the ambiguity in the Stamp
Act to interpret the provisions therein in such a way that legitimate duues payable

. to Government is not paid.

~ We recommend that the Department may evolve a mechanism o périodi_cally

obtain data from ROC to vefify the adequacy of stamp duty paid on

debentures/bonds by companies. We also suggest that the Government, may
consider amending the Stamp Act to clearly establish liability for payment of stamp .

~ duty in cases similar to the one described above. ' '

[Aucht para 4,6.13 contained in the report of the cumptroller and Auditor
General of India for the year ended 31st March, 2011 (Revenue Receipts). Notes
furnished by the Government on the above audit paragraphs is included as
Appendix IL] | ' '

24, Regarding the  audit paragraph, the witness Inspector General,
Registration Department informed that necessary instructions had been issued to
the District Registrar, Emakaulam to collect the details after linking with the data
of Registrar of Cumpames and he was optimistic that with the help of the NIC's
software support. team, online data could be made available The Committee
accepted the explanation furnished by the Department. .

Conclusinmnecommendaﬁon
25. No remarks.
‘Non-remittance of differential duty

As. i)er Section 19 of the KS Act, where any instrument of the nature
described in'any article in the Schedule and relating to any property situated or to
_any matter or thing done or to be done in the State of Kerala is executed out of the
said State and subsequently received in the said State, the amouat of duty

7?8/218.
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" chargeable on such instrument shall be the amount of duty chargeable under the
schedule on a- document of the like descriptions executed in the State of Kerala
- less the amount of duty, if any already paid on such instrument in any other State
in India. _ | ' '
On a test check of mortgage deeds executed outside Kerala involving
immaovable properties in the State by two selected companies registered in Kerala _
for securing debentures issued and corporate loans/credit facilities extended by
Banks/Consortium of banks, it was observed that differential duty applicable to
mortgage deeds in the State of Kerala amounting to ¥ 7.70 crore under Section 19
was not remitted before registering the charge documents with the Registrar of

Companies, Kerala under Section 125 of Companies Act as detailed below:

Name of Details of - | - Stamp duty due/ Stamp duty | Differential
Company | documents | Reference to paid/reference to | duty due
executed in | schedulé to Stamp | rate in other State
_ - Bombay Act in Kerala : ,
M/s Joy Second X 37.50 lakh X 5 lakh (Article | ¥ 32.50
Alukkas | supplementary | (Article 6(1)of | 6(1) of Bombay lakh
Traders | Memorandum | Kerala Stamp Act Stamp Act @ '
India Pvt. | entry (MOE) | @ ¥ 15 for every | 0.20 per cent of
Ld. of X 25 crore X 1,000 or part the amount
: thereof) secured)
Third ¥ 75 lakh ¥ 10 lakh X 65 lakh
supplementary ' .
MOE for X 50
crore
Fourth T 60 lakh ¥ 8 lakh ¥ 52 lakh
supplementary ' -
MOE for ¥ 40
crore . _
M/s | Mortgage deed | X 625 lakh (Article T420lakh | T620.80
Apollo | forX 125 crore| 37 (W) @ T 5 per [(0.25percentper| lakh
Tyres Lid. : X100 _ T 100
Total T 770.30 |
: lakh
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'Non-payment of stamp duty on instrument evidencing agmement relatmg to
deposit of title deeds

Under article 6(1) (m) of the Schedu.le to KS Act, an agreement relating to
deposit of title deeds, pawn or pledge, that is to say, any instrument evidencing any
- agreement relating to deposit of title deeds or instruments constituting or being

evidence of the title to any property attracts stamp duty Df T 15 forevery T 1, 000
~or part there of the secured amount. :

As per Section 2(]) of KS Act 'instrument' includes every document by which
any right or. llablhty is, or purports to be created.

MJs, Joy Alukkas Traders (India) Pvt., Ltd., havmg its negistered office at .

- Kochi, Kerala created an equitable mortgage by deposit of r.ltle_ deeds in respect of
immovable praperties situated in Kerala for obtaining credit facilities/loan from
ABN Amro Bank Consortium and an' instrument evidencing an agreement in this
regard styled as Memorandum of Entry was executed. Copy of the instruments
filed with the Registrar of Companies, Kerala revealed that no stamp duty was paid

“'on the instrument. It was observed that stamp duty was paid on similar mortgages
executed subsequently by M/s Joy Alukkas in other States. The stamp duty
involved in the documents works out to ¥ 2.03 crore as detailed below:

" Date . | Details of documents | Amount of credit | Stamp duty
. - facility/loan | involved (X 15
covered by the .| for¥ 1000 &

_ mortgage part there of) -
1st  September,|Memorandam  of} ¥ 80 Crore T 120 lakh
2006 ' entry for X 80 Crore - |- o -
14th March, 2007 |First supplementary| = X 55 Crore X 82.50 lakh

' Memorandum of[ :

entry enhancing limit

to 135 crore T . .

-Tatal . Y135 Crore X 202.50 lakh

We observed that the Registration Department did not coordinate with the
ROC to obtain data for examining the adequacy of stamp duty paid on documents
described in paras 4.6.14 and 4.6.15 above.
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me-remittance' of Stamp duty on ‘attested instruments evidencing ‘an _
agreements relaﬂng to the hypothecation of movable property’

As per G.O. (Ms. ) 813/RD dated 2 September 1961 published i in K.G. No. 48
‘dated 12th September, 1961, the Government of Kerala reduced stamp duty for
"Attested instruments evidencing an agreement relating to the hypothecation of
movable property where such hypothecation has been made by way of security for
the repayment of money advanced or to be advanced by way of loan or of an
- existing or future debt, to the amount chargeable on agreement relating to deposn :

of title deeds, pawn or pledge under clause (a) of Article 6 of the Schedule to the

Kerala Stamp Act, 1959, for the amount secured if such loan or debt is repayable
on demand or more than three months from the date of the instrument and to half
that amount if such loan or debts is repayable not more than three months from the
date of the instrument.”. The rate of stamp duty under Article 6(a).is ¥ 15 for
every X 1 000 or part thereof.

Verification of the documents filed in office of the ROC for registration of
charge documents by M/s. Kosamattam Finance (P) Ltd. revealed that the company
had raised working capital amounting to ¥ 200 crore by issue -of redeemable
-non-convertible Secured debentures as follows: '

Date No. of d_ebentures issued | Face value { Total amount raised
September 2008 . 10000000 | Y100 X 100 Crore
July 2009 10000000 % 100 % 100 Crore

' Total E X 200 Crore

_ The company created a- charge by way of hypothecation of movable assets of
the Ccompany as security for the debentures of ¥ 200 crore (X 100 crore each)

- issued in favour of the debenture trustees by executing two- instruments titled as

“unattested deed of hypothecation” on stamp papers worth X 100 in one case and
X 50 in another case. Verification of the said instruments revealed that the
instrument dated 1st September, 2008 was attested by two witnesses (Reena Mary -
Jacob and Julie John) and the instrument dated 15th August, 2009 was attesled by
two witnesses (Reena Mary Jacob and Manjusree S).
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- The term “Attested” has been defined in the Transfer of Property Act as
follows: - ' o

“Attested” in relation to an instrument, means and shall be deemed always
to have meant attested by two or more witnesses each of whom has seen the
executants sign or affix his mark to the instrument, or has seen some other person
sign the instrument in the presence and by the direction of the executants or has )
received from the executants a personal acknowledgment, of his signature or mark,
or of the signature. of such other person, and each of whom has signed the
instrument in the presence of the executants but it shall not be necessary that more
than one of such witnesses shall have been present at the same time, and no -
particular form of attestation shall be necessary.

Even though the documents were titled as unattested deed of hypor.her:atlun,
the same were actually attested deed of hypothecation liable to stamp duty as .
mentioned above. The stamp duty due on the secured amount of X 200 crore works
out to rupees three crore. '

There was no- coordination between. the Registration Department and ‘the

ROC to obtain details mgardmg charge documents presented before the ROC under |
' the Companies Act for registration, to examine and ensure the adequacy of stamp
duty on such documents before registering the same by ROC.

The Department may evolve a mechanism in consultation with the -
Registrar of Compames (ROC), Kerala before whom charge documents
have to be filad by companies, to ensure that proper stamp duty on
debentures and charge documents are paid before registering the charge
documents by ROC.

: [Audn paragraph 4.6, 14 to 4.6.16 comamed in the. Report of
the Comptroller and Auditor General of India for the year ended
3 March, 2011 {Revenue Receipts). Notes furnished by the Government
on the abuﬁe audit paragraphs is enclosed as Appendix iT]. |
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26. The Commitice appreciated the Accountant General of Kerala for their
| commendable observation and remarked that the capabllmes of Registration
Department could be enhanced by implementing these recommendations. It is of
the opinion that whatever be the constraints, paramount importance should be
given for the modernization of Registration Department in future. It also directed
the Registration Department to submit a comprehensive report before the
Committee detailing suggestions to enhance the capabxhnes and technical
competency of the department at the earliest.

Condusmnszecommendations

. The Committee realises that huge revenue lapse to state exchequer
has been incurred due to the lack of co-ordination between Registration
Department and the Registrar of .Companies before whom documents have to
be filed by companies. Therefore the Committee recommends that the"
Registration Department should evolve a mechanism in consultation with the
Reglstrar of Companies (RoC) Kerala, to ensure that proper stamp duty has
been paid before registering the documents by Regnstrar of Compames

28 The Committee also dmects the Registration Department to submn a
comprehensive report before the Committee detailing suggestions to enhance
the capabllities and technical competency of the department at the earliest.

‘Notional loss of revenue due to failure to prescribe ad-valorem rate of stamp
duty on share certificates

As per the Finance Act, 2000 (Act 10 of 2000), Section 8A of the Indian
Stamp Act was substituted which provides that “An issuer, by the issue of
securities to one or more depositories (CDSL, NSDL etc. ) shall in respect of such
issue, be chargeable with duty on the total amount of security 1ssued by it (in Yemat
fmm) and such security need not be stamped” The rate prescribed in the KS Act-

bl




39

(Anicle 17) for share certificates issued is < 0.50 irrespective of the value of shares
included in the share certificate. No ad-valorem rate has been prescribed. The.
corresponding article in the Stamp Act of_ Kamataka, Bombay and Delhi préscrib_es
ad-valorem rate of 0.10 per cent on the value of shares issued.

Since no ad-valorem rate has been prescribed in the K8 Act, no stamp duty is
being paid by companies fegistered in Kerala on issue of shares in demat fprh‘x,
- whereas companies registered in States like Kama’ﬁaka, Bombay and Delhi pay
stamp duty on the total valve of shares issued including premium. Had the
Government amended the rate of stamp duty _Ieviable under Article 17 of the KS
Act as ad-valorem (O.i per cent of the value of shares issued) in line with other
States, substantial revenue could have been generated. Failure of the Government
to prescribe ad-valorem rate of stamp duty on share certificates after the
introduction of Depositories Act and compulsory trading of securities in demat
form (from january 1999) resuited in notional loss of revenue to. the tune of
% 1:68 crore (Appendix XIL). | ;

The Government may consider amending Article 17 of Kerala Service Act to-

levy ad-valorem rate of stamp duty on share certificates.
Nen-remittance of stamp duty on centract netes by share brokers

As per Article 40 of the KS Act, note or memorandum (cbntract notes) sent
by a broker or agent to his principal intimating the purchase or sale of securities
attracts stamp duty at the rates mentioned therein. Under Section 10A of the
KS Act,' share brokers who issue contract notes shall deduct stamp duty payable
from the client and remit it to the Government treasury on or before the seventh

- day of the succeeding month,

 The intention of the Government was 1o collect stamp duty on contract notes
issued to all clients residing in Kerala based on the Unique client code (UCC)
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download address of clients (Lr. No. 13179/E2/09/TD dated 17 'Ju]y 2009 fmm
Prl. Secretary to Government, Taxes (E) Department addressed to NSE, Mumbai).
However ne specific provision in this regard was included in the Act. Hence, a
.l-arge number of brokerage firms registered outside Kerala and issuing contract
notes to clients in Kerala in respect of transactions effected through their branches
in the State were not mﬁng stamp duty to the Government of Kerala.

As per information. received from Bombay Stock Exchange and National
Stock Exchange, the total number of share brokers execuung trades on behalf of
~ dients based in Kerala was 220 and 221 respecuvely However, only 27 share
brokers were collecting and paying stamp duty to the Government of Kerala,
Hence 193 share brokers who have executed trades on behalf of clients in Kerala
.during the period 2005-06 to 2009 10 in BSE mvolvmg turn over of ¥ 7,142.78
crore and 194 share brokers in NSE who had executed trades on behalf of clients in
' Kerala during the period 2007-08 to 2009-10 involving turnover of ¥ 1 06,044.53
crore, had not remitted stamp duty. on contract notes. The stamp duty involved
worked out at the minimum rate of 0.002 per cent applicable in case of
non- clehvery transactions works out to ¥ 2.26 crore.

IGR is the authonty entrusted with monitoring collection of stamp duty on
‘coniract notes, However no database of share brokers functioning in the State and.
executing share transactions for clients based in Kerala is available with the IGR.
"There was no co-ordination between stock exchanges, SEBI and depositories for
- obtaining data of share transactions. This resulted in loss of revenue amountmg to.

X 2.26 crore, '

The Government may evolve a mechanism to periedlcally obtain details of
turnover of share brokers executing trades on behalf of clients in I(erala from
NSE/BSE to examine, ensure and enforce payment of stamp duty collected by
‘'share brokers from clients.




\

41

. Notional loss of revenue due to non-revision of Schedule 1 of Indian
Partnership Act, 1932

The Deputy lnspector General of Registration {Licencing) is de51gnated. as.
the Registrar of Firms in the State of Kerala. The Registrar of Firms collects fee
for various services fixed vide Schedule I of the Indian Partnership Act, 1932.
' State Governments are empowered to levy fees for services stated in schedule I
The rates for registration of firms in Madhya Pradesh, Tamilnadu and Kamataka -
were X 500, ¥ 100 and T 50 respectively. The last revision of schedule I by
Govemment of Kerala was done in 1973 by the Act 25 of 1973,

A pmposal. to escalate the existing rate of fee % 15t0% 500 under the Indian
Partnership Act, 1932 was forwarded by the Department to the Principal Secretary
in February 2006; no revision however has been effected so far. The financial
impact due to non revision of fee during the last four years was X 63.79 lakh as

N detailed below: .
\Year | No.of firms | Feeatp 1posed Fee at existing rate | Loss due to non
. registered rate of cof 315 revision
_ X g
- 2007 2742 13,71,00_0 41,130 13,29,870 -
- 2008 2845 14,22,500 42,675 ©13,79,825
2009 3526 17,63,000 52,890 17,10,110
| 2010 4040 20,20,000 60,600 . 19,59,400
| Total 13153 65,76,500 - 1,97,295 63,79,205

On this being pointed out, the IGR stated that the matter has been reported to

the Government.

Government may censider enhancing registralioﬁ fee of parumréhip firms by
issue of necessary amendment to the schedule to Indian Partnership Act

.[Audit paragraph 4.6.17 to 4.6.19 contained in the Report of the

Comptroller

and Auditor

General of India for

the year ended

31st March, 2011 (Revenue Receipts). Notes furnished by the Gnvernmem

7781218,

.on the above audit paragraph is enclosed as Appendix 1I].
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29. The committee accepted the'exﬁ_lanatjon furnished by the departinent that
" Government should take necessary steps '_to amend Article 17 of the Kerala Stamp
Act 10 levy ad-valorem rate of Stamp Duty on share certificates. It wanted the
department to furnish a'naport on the steps taken in this regard at the earliest,

30. With regard to the audit observations that thé_ non remittance of Stamp
duty on contract notes by' share brokers, the witness Inspector General,
Registration Department apprised that ceiling limit was removed in 2013. The

- Committee recommended for a cornprehensive amendment in the Registration Act
in this regard. It also directed to evolve a mechanism to obtain details of turnover
" of share brokers ekecutlng traders on behalf of clients in Kerala from NSE/BSE to
- examine ensure and enforce payment of stamp duty collected by share brokers
from clients. o

_ 31: The Committee accepted the explanation submitted by the Department

that the amendment to revise the Schedule I of Indian Partm'rship Act passed by
the Kerala Legislative Assembly had been assented to by the President of India on
27-9-2013 and is in force, L '

Conclusionszecommendaﬁons

32 The Committee observes that failure to amend article 17 of Kerala
Stamps Act 1o levy ad-valorem rate of Stamp duty in accordance with other
 states resulted in a revenue loss of ¥ 1.68 crore. Therefore, the Committee _
- fecommends that the Government should amend Article 17 of Kerala Stamp
Act to levy ad-valorem rate of stamp duty on share certificates with
- immediate effect and directs to furnish the report regarding the steps taken by
the department in this regard at the earliest. :

33. The Committee observes that lack of specific provision in the Act
regarding the remittance of Stamp duty and lack of co-ordination between the -
stock exchanges, SEBI and depositories resulted in the revenue loss of
‘X 2.26 crore. Therefore, the Committee recommends thag comprehensive
amendments should be made in the Registration Act and directs to evalve a -

mechanism to obtain periodical details of turnover of sharebrokers,
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Working of internal audit wing _

Inspector General of Regnstratmn (IGR) Kerala monitors the funcuonmg of
the Internal Audit Wing (IAW) of the Registration Department. The District
Registrar (DR) (Audit) is responsible for conducting audit in the district. The
periodicity of audit of. SROs is annual. The 63 employees perform internal audit
work in the Department. DR (Audit) is the leader of the internal audit field team. .
There was neither an Internal Audit Manual nor a centralised training system for
_the audit wing. The auditee offices were being selected by giving preference to
those offices where the Registering Officer was due to retire shortly. During
2010-11, the IAW audited 261 units out of 303 units planned for audn The 1AW
observed that the implemention of fair value has improved the revenue collection
. considerably and noted that non-stipulation of guidelines for the value of buildings
is a system deficiency in the fair value reform which may lead to leakage of stamp
duty. We endorse the views of the IAW

We recommend that the [AW may be strenghthened by 1mpamng training to
- the persons deployed for audit and an Internal Audit Manual must be prepared. '

. Intermal control

Internal control is an integral process by which an organization governs its
activities to effectively achieve its objectives. A built in internal control mechanism
and strict adherence to statutes, codes and manuals provide reasonable assurance to
the Department about the compliance of applicable rules, thus achieving reliability
of financial reporting and effectiveness and efficiency in Departmental operations.
Internal control is affected through internal inspection, internal audit and
mainteniance of registers. The Registration Department has separate wings for
inspection and audit. In spite of this we noticed internal control failure due to the’
following: _ ' '
_ " . Shortfall in inspection

According to the Kerala Registration Manual Part I Vol. I the IGR should
inspect the SR offices at least once in five years and DR offices every year, The

DR shall inspect the SR office twice in every calender year. The position. of
inspection by IGR is given below: '
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__Yee_u* ' _ No. of-in#pec’*tio_ns
Target Achievement Shortfall Pe_rc_e:itaée of
' § shortfall
SRO /DRO| SRO | DRO {SRO | DRO | sro DRO .
2005-06 24 | 19 T_ o
2006-07 24 | 24 0 E
200708 | 3309 | 24 45 9 | 268 15 | g5per | 63
1200809 | | 24 s o | cemt [ g
: 2009-10_ : 24 | Y | 7 |29

It would be seen that there was a shortfall of 85 per cent in inspection of
SROs and upto 63 per cent in inspection of DR offices,

Failure to fix time limit/target for disposal of undervaluation cases

As per section 46 of the KS Act, all duties, penéltii_es and other sums required
to be paid may be recovered by the Collector by distress and sale of the movabla
property of the person from whom the same are due, or by. any other process for -

the time being in foice for the recovery of arrears of land revenue,

 Doring the period 2004-05 to 200809 only 12160 cases out of 485089
UV cases were reported_- for RR action. However, collection thro'ugh RR action -
was effected in 7399 cases 6nly. It Svas observed that no target and time frame was
fixed for issue of final orders by District Regiéuafs in UV cases reposted _
by Sub Registrars. Hence final orders in UV cases were issued only in atfout -
10 per cent of the UV cases reported/pending.

We recommend that a time limit may be fixed for disposal of undervaiuation
cases by District Registrars.
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' 1mpmpar maintenance .of records relating to undervaluation

During test check of the register of undervaluation cases maintained in
DR offices, we found that all UV cases reported by SROs were not accounted in
the register. No periodical reconciliation of undervaluation cases reported by SROs
with records of DR offices has been prescribed and followed. The details of
notices issued, provisional and final orders issued and collecuon details have been.
noted only in very few cases.

Failure to conduct mspeclion of public offices

As per section 68 of the KS Act, public officers shall permit any person
authorized in writing by the Collector to mspect registers, books, papers,
 documents and proceedings which ma_y tend to secure any duty, or to pmvé or lead
to the discovery of any fraud or omission in relation to any duty. District
Registrars have been notified as Collectors to exercise the powers'under section 68.
Enquiry with District Registrars of selected . districts and IGR revealed that no
inspection of public offices was conducted till date to identify any fraud or
omission in relanon to any duty and to secure any stamp duty.

: On this bemg pointed out, the IGR stated that District Registrars have been
appointed to be Collectors under Section, 68 only for the completion of procedures
taken to deal with imdervalued documents and that it is the duty of public officers
" to ascertain whether proper stamp duty has been levied for the instrument produced
and impound the same for not duly stamped.

The reply of the Department is not acceptable since the District Regisrars did
not nominate persons to exercise the powers under Section 68 and the cases
brought out by us could have been. unearthed by the Depamnent had it exercised

the powers vested with it,

We recommend that' the Department may fix the minimum number of
inspection of other public offices to be carried out by District Registrars so as to
identify cases of non-registration/undervaluation.
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Lack of system to ldenufy various streams of revenue while preparmg budget -
_-estimates : :

No system exists in‘the Department to identify various streams of revenue by
way of stamp duty and registration fee that can be tapped. It was also informed by
the Department that no study was conducted to analyse the reason for shortfall and
drop in revenue collection during 2008- -09 and 2009-10. :

‘The Government may consider establishing an Economic Inteltigence Unit
(EIU) in the Department to identify sources from which stamp duty and
registration fee can be raised by conducting a study of Stamp Acts of other states.
The EIU may also be vested with the responsibility of coordinating with external
agencies to obtain data and venfy that documents have been registered, where due,
for the rlght value, ' .

_ | Conclusion |
Our review revealed that: .

- 1. There was no effective system in the Distnct nglstrar offices in disposing of
" undervaluation cases which led to huge delay/non-recovery of stamp duty.

2. There was lack of co-ordination between the Reg:stramu Department and
public officers to obtain data regarding documents produced before them to
verify the correctness of stamp duty on such instruments.

3. There was no mechanism to co-ordinate with the Registrar of Companies,
depositories and Stock exchanges to obtain data regarding issue of
bonds/securities by companies. Hence the Department could not monitor and
ensure payment of stamp duty on issue of securities and charge document

registered by the ROC.

4. Lack of provision to levy ad- valﬁrem rate of stamh duty on issue .nf shares
and lack of provision to levy stamp duty on licence agreements resulted in
notional loss of revenue,

5. 'The internal auditfinspec_tinn of Registrétion Department is in arrears and .
the Dlstnct Registrars in their capacity as Collectors did not exercise the
powers of inspection of public offices under Section 68 of K3 Act.
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Recommendations

¢ The Government may implement a tiine bound action plan to settle
outstandmg undervahmuuncases :

* The Government may conslder creating awareness amongst public '

officers regarding their responsibility in respect of understamped
instruments produced before them. : '

* ‘Ihe Government may consider an Economic Intelligence Unit to co-

_ ordinate with external agencies like Registrar of Companies, Stock '
Exchanges, Commercial Taxes Department, depositories etc. 1o obtain
data and verify that documents have been registered when due for the
.nght value.

* The Governmem may consider amendment to the Kerala Stamp Act to
 include provisions for collection of stamp duty on ad-valorem basis on
issue of shares and levy of stamp duty on Iicem:e agmemems as kﬂ

¢ The Government may direct registeting officers to insist on production of
agreements. relating to putthasefsale of flats at the time of reglstranon or-

-~ evolve a mechanism to obtain data on a periodical basis on actual cost of
flats/apartments from Commercial Taxes Department {Works centract)
and cross verify the same with sale deeds to detect undervaluation of
‘ flats/apartments.

. Intemal audltfmspection of sub offices may be made mandatory and up
to date. . _

> lnspection uf public offices may be contemplaled to plug leakage of -
revenue. -

[Audit paragraph 4, 6 20 to 4.6.23 contained in the Report of
the Comptroller . and Auditor General of India for the year ended
‘31st March, 2011 (Revenue Rece1pts) Notes furmshed by the Government
on the above audit paragraphs 1s enclosed as Appendlx 11].
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34. Regarding the audit observation made by the Accountant General, the
Committee decided to recommend that the Internal Audit Wing in the Registration
Department should be strenghthiened. It also- advocated that necessary training
should be imparted to the personnel in the Internal Audit Wing and mooted for the
formulation of an Internal Audit Manual at the earliest. ' :

35. With regard to the intemal control mechanism, exercised by the
Department the Committee strongly advised for the monthly review ‘meeting of
District Registrars. The Committee directed to fix a Earget ‘on number of
inspections to be conducted. It opined that inspections based on specific issues
conducted by a Senior Officer would have a tremendous impact and it could better
the overall performance of the Registration Department. : I

36. The Committee was informed that currently time limit had fixed. fo
settle the issues under RR. The Committee remarked that on real time checking'of
District Registrar Offices revealed that only 1.62% of cases were pending
under RR proceedings. It suggested that positive action would require for
- -one time settlement,

37. Regarding the improper maintenance of records, the witness, Inspector -
General, Registration Department reiterated his earlier observation that missing of
records was due to destruction by termites and other factors and steps were taken to
reconcile the missing undervaluation cases. He added that available data was
digitized currently. The Committee accepted the explanation fumnished by the
Department, ' :

. 38. Onaudit observation, that no inspection of Public Offices was conducted
to identify any fraud or omission in relation to any duty and to secure any stamp
duty, the Committee while dismissing the explanation made'by' the Inspector
- General, Registration Department, recommended that the Registration Department
should fix the minimum number of inspection of Public offices to be carried out by
District Registrar in future, Intervening the occasion, an official from the Office of
the Accountant General reminded that there was already a provision in Kerala -
Stamp Act that any Public officer can impound the instrument and urged for
creating awareness among the officers of the Registration Depariment in this
regard, The witness, Inspector General, Registration Depariment explained that
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Accountant General's novel observation in this regard was to enhancé the
efficiency of the department and apprised that the Registration Department
" has been conducting inspections a5 per the remarks pointed out by the
Accountant General. In this context the Committee lauded the initiative made by
the Accountant General and decided to recommend that these steps should be speed.
" . up and scaled up by the Reglsuauon Department.

39. Toa query of the Committee, witness, Inspector General, Registration

Department submitted that fund was provided in the current year's budgel 0
~ constitute an Econormc Intelligence Unit in the Depmtment :

Conclusmnszecommendahous .

40. The Committee observes that there exists a shortage of staff and lack
of training in the internal audit wing. Therefore the Committee recommends
that Internal Audit Wing should be strenghthened by engaging adequate staff
and by impart proper training to deployed officials. The Committee also -
~ directs that an Internal Audit Manual should be prepared at the earliest.

41. The Committee observes that, inspections based on specific issues
conducted by Senior officers could better the overall performance of, the .-
department. Therefore the committee recommends that the department
should conduct higher level inspections on specific issues and should fix on the
_ number of ingpection to be conducted. The Committee alsa recommends for
monthly review meeting of District Registrars as well.

42, The committee opines that the Reglstratmn Deparlment should
_ increase the quantum of inspections in other public offices so as to identify .
and rectify non registered/undervalued cases. The Committee recommends
that, the Registration Department should launch an awareness programme
" among its officials regarding their responsibility in respect of under stamped
mstmments produced hefore them.

43. The Commitiee recommends for the immediate realisation of
Economic lmelhgence Unit in the Department to idemjfy potential streams of
revenue and also to co-ordinate with external agencies to obtain data and to
ensure that documents have been registered, where due, for the right value.

778/218.
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Other audit observations

We scrutinised the records of various registration offices and noticed several
cases of non-éompliance of the provisions of the Indian Stamp Act, 1899 and the
Kerala Stamp Act, 1959 (KS Act) and other cases as mentioned in the succeeding
paragraphs in this chapter. These cases are illustrative and are based on a test
check carried out in audit, Such omissions on the part of the Sub-Registrars (SRs)
are pointed out by us each year but not only do the irregularities persist; these
" remain undetected till an audit is conducted. There is need for the Government to
improve the internal control system including strenghthening the internal audit.

Non-compliance of i;royisions of Act/Rules
The provisions of the,KS Act and Registration Rules fequire:—
1. initiau"ng action in cases where do_cu:_:_mnts were undervalued; and
2. correct da.ésiﬁcation of documents.

We noticed that the SRs did not observe some of the above provisions at the .
time of registration of the docu;nen;s. This resulted in short levy/evasion of stamp
duty of T 25.14 lakh as mentioned in the succeeding paragraphs. '

Defalcation of receipts. -
(8RO, Pattom; April 2011)

_ ‘The Kerala Treasury Code provides that every officer receiving money on

behalf of the Government should maintain a ‘Cash Book and all monetary
wransactions should be entered in the cash book as soon as they occur ‘and be
attested by the head of office in token of check. The cash book should be closed
regularly and completely checked. The head of office should verify the totalling of
the cash book or have this. done by some responsible subordinate other than the
writer of the cash book and. injtial them as correct. Rule 92(c) of the Kerala
‘Treasury Code Vol. I stipulates that a government servant who maintains a cash
book, on receiving any 'money on behalf of the Government, shall remit it into the
treasury on the date of receipt or as soon as possible. '
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We test checked the cash book and related documents for the period
from January 2009 to March 2011 and found that cash remitted to Government
account was short by X 33,929 in 15 instances. Some of the glarmg mistakes are

narrated below:

. Collectxon on 8th September 2002 was ? 3,30,832 against wh:ch
remittance was made for ¥ 3,26,832.

* Undervaluation collection on 25th September, 2009 was . 2,05,450
* against which X 1,93,450 only was remitted.

* Collection of T 6,011 on 25th December, 2009 was not remltted to
Government accounts.

*® Collection on 5th January, 2010 was X 1,88,750 against whlch remntance
into the treasury was for ? 188 550 resulting - in shnrt remlttam:e of -
T 200. :

Besides short remitance there were other iregularities which are
highlighted below:

b Receipt in respect of disbursement of ¥ 390 on 30th March, 2009 was
notnoted. '

* An amount of ¥ 4,09,779 was posted in the payment su:le of the cash book
as against ¢ collection and remittance of X 86,081.

* The closing balance of 31st August, 2009 was certified as X 3,91,837
against T 4,03,123.

. Total of the entries for 15th September, 2_009'was arrived as X 5,84,202
against ¥ 5,88,802.

©* On 19th September, 2009 collecuon was T 1,51,275. The amount remitted '
on 22nd September 2009 was T 1,75,635 without indicating the details of
remittance of X 23,360.

® Receipt as on 29th January, 20 11 was jT 2,13,756, but the amount remitted
on 31st January, 2011 was ¥ 2,12,213 only. '
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‘These cases are only illustrative. Almost all noting in the cash book was not

| conforming to the cash transactions. We found that all these entries were atiested

by supervisory staff in token of check. Had the head of office detected these lapses
in the initial stage the situation would not have continued for two years.

After we pointed out the matter {April 2011), the Sub Registrar stated that the
matter wonid be examined. . '

The case was reborted to the Government in May 2011; their reply has not
- been received (December 2011).

Short levy due to undervaluation of property
(SRO, Rajakumari; August 2010)

Section 45 B of the Kerala Stamp Act, 1959 stipulates that if the registering
authority has reason to believe that the value of the property or the consideration
has not been truly set forth in the instrument transferring any property brought
before him for registration, he may after tegisteﬁng the document, refer the same”
to the District Collector for determination of the value or consideration and the
proper duty payab]e thereon. For this purpose the power of the District Collector

 has been delegated t6 the District Registrars.

We noticed in two cases that the consideration revealed in documents relating
to sale deeds registered on the same day or within a period of one or two weeks in
respect of_lar_lded properties in the same locality and with similar features, varied -
substantially. The Sub RegiSti'ar had not reported these cas_és “to the District _

Registrar. These cases should be examined to see whether there is undervaluation.

After we pointed out the matter to the Department' in August 2010, the
registering authority stated that detailed remarks would be furnished later. ‘We have
not received further information frmh the Department (December 2011.)

The _éase was reported to the Government in May 2011; th__eif reply has not,
been received (December 2011}, ' :
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(SRO, Mulanthuruthy; May 2010}
~ ‘We noticed in Sub Registry Office, Mulanthuruthy that:—

40,47 ares of land in Mulanthuruthy panchayat was sold for rupees four lakh
vide sale deed No. 186/08 dated 16th January, 2008. On the next day, the same
property was pledged with Ernakulam District Co-operative Bank Ltd. against a
cash loan of rupees one crore. Hence the sale deed No. 186/08 was undervalued to
‘the extent of ¥ 96 lakh resuiting in short levy of stamp duty and reglstraﬁon fee of
T 11.52 lakh, '

Slmllarly, 25.49 ares (63 cents) of land in Chottanikkara panchayat was sold

for consideration of < 12.60 lakh vide sale deed No. 958/08 dated 6th March, 2008.

8.4 ares of land in the same survey number adjacent to the above property was

registered as a sale deed on the same day for a consideration of I 1.06 crore vide

document 962/08 for establishing software unit for export under STP Scheme.

© This sale was exempted from stamp duty and registration fee shown in the

- document. The two properties lie adjacent to each other and are similarly placed in

- all respects. Hence, the property in doeument 958!08 was uuderva}ued whlch needs
to be exammed

The documents were not reported as cases of undervaluation as snpulated
under Section 45 B.

When we pointed out the cases in June 2010, the registering authority stated
- (June 2010) that detailed remarks would be furnished later. Further report is
awalted {December 2010).

_ The case was reported to the Government in May 2011; their reply has not
‘been received (December 2011).

(SRO Mundur; June 2010)

We noticed huge variations in consideration in Sub Regisiry Office, Mundur

in 11 sale deeds registered on the same day or within a peried of two or three days

_in respect of landed properties in the same locallty and with similar features soid

by the same individual. The documents in which the land value was shown at
lesser rates were not referred to the District Registrar as stipulated.
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We pointed out the matter to the Department in June 2010. The Department
stated (June 2010} that detajled remarks would be furnished later. .We have not
received further information (December 2011). '

The case was reported to the Government in May 2011; their reply has not
_ been received '(Decemberl 2011), :

(SRO, Kothamangalam; July 2010y

We noticed in Sub Regislry‘ Office, Kothamangalam that in three cases
properties measuring 26.30 ares, 22,26 ares and 16.69 ares were sold for a sale
consideration of ¥ 3,28 lakh, X 3.52 Iakh and ¥ 1.60 lakh respectively. These
- Properties were pledged in various branches of Emakulam District Co-operative
Bank Ltd. against cash loans of T 27 lakh, X 21 lakh and ¥ 10 Jakk respectively
within one to two days from the date of sale. As such the sale deeds were
undervalued to the tune of T 17.72 lakh, ¥ 17.48 lakh and  8.40 lakh fespectively_
and the Sub-Registrar did not report the matter as a case of undervaluation. This
resulted in total short levy of stamp duty and registration fee of T 6.32 lakh,

We pointed out the matter to the Department in August 2010 and reported to-
Government in November 2010 ‘We have not received further information
(December 2011). '

(SRO, Chalappuram; May 2010) : .
We noticed in Sub Registry Office, Chalappuram that 23,7 ceits of land was

sold in January 2008 for a sale consideration of 3 23.72 lakh. We also noticed that

in January 2008 itself another five cents of land in the same survey number sharing

case of undervaluation.

We pointed out the matter to the Department in Jure 2010 and reported to
Government in October 2010, We bhave not received further information -
" (December 2011). '
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(SR0Q, Sasthamangalam; May 2010)

‘We noticed in Sub Registry Office, Sasthamangalam that in December 2008,

- 2.22 ares of land in Thycaud village including a building was sold for a sale
consideration of T 4.96 lakh (building: X 21,000, land X 4,75,000). In January

2009 the same property, without any improvement in the land or building, was sold

for a consideration of X 28.87 lakh (building X 21,000, land ¥ 28,66,000). As

such the document executed in December 2008 was undervalued to the tune of

X 2391 lakh. This resulted in short levy of stamp duty and registration fees of

T 3.71lakh.

"We pointed out the matter to the Deparﬁnent in May 2010 and reported to .
- Government in October 2010, The Department stated that the District Registrar
{(General) has initiated action under Section 45(B) (3} ie. suo motu. We have not
received further information from the Department (December 2011).

(SRO Chalai; March 2010)

We noticed in Sub Reglstry Ofiice, Chalai that in June 2009,
2.01 ares of land including a building was scld for a sale consideration of
X 4 lakh (value of land and building: X 2 lakh each). In September 2009
the same property was sold for a consideration of T 25 lakh
(land: X 17 lakh and house: X 8 lakh). As such the document executed in
Sebte:ﬁber 2005 was undervalued to the tune of ¥ 21 lakh. This resulted
in short levy of stamp duty and registration fees of X 3.26 lakh,

We pointed out the matter to the Department in April 2010 and
reported to Government in October 2010. We have not received further
information from the Government {December 2011).

[Audit paragraph 4.7 to 4.8 contained in the Report of the
Comptroller and Auditor General of India for the year ended
" 31st March, 2011 (Revenue Receipts). Notes furnished by the Government
on the above audit paragraphs is enclosed as Appendix If].
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44. Regarding the irresponsible way of handling the cash book in
the Department, the witness Ihs’pector General, Registration Department
deposed that all the discrepancies and mistakes noticed in the Cash Book
had been rectified.

45, Regardmg the case of undervaluatlon at Sub Registrar Offu:e at
Mulanthuruthy resulting in short levy of Stamp duty and registration fee, the
'Committee directed to submit a detailed reply regarding the follow up action taken
in this regard. The witness, Inspector General, Reglstrauon Department informed
that in the case Mulanthuruthy, the rate fixed ‘was as per Gahan System, which
would be at higher rate, In this regard an official from the Office of the Accountant
General invited the attention of the Committee over the fact though depanments '
stance was substantial, the objection was raised on the procedure followed by SRO
in taking decision in such UV cases as the law provided that SRO should report to
DR who in turn would take action. The Committea understood that the department
had failed to comply procedure to be followed. it directed the Registration
Department to issue necessary direction to insist SRO's to report the cases of UV to
the District Registrars. It also wanted the department to seek explanation from the
SROs who were delegated unauthorised powers. The 1.G., Registration department
informed that in the case of Mundoor, ten cases out of twelve pomted out by the
Accountant General had been settled based on Compoundmg Scheme.

Conclusion/Recommendation

46. The Committee is displeased ta note that the omissions on the part of
Sub Registrars at the time of registration of the documents resulted in short
" levy/evasion of stamp duty of T 25.14 lakh and regreis to note that there
incurred huge loss to the exchequer due to the short levying of stamp duty and
registration fee in two under valuation cases of Sub Registrars office,
~ Mulanthuruthy. Therefore the committee urges the depamnent to make follow
up action in these cases and also to submit a detailed report in this regard,
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47, The Committee criticise the irresponsible attitude of the department

“in impfoper maintenance of cash Book and lack- monitoring of remittance of

cash collection to the treasury. The Committee fecqnnnends- that the officer

who is responsible to intial the Cash Book should assure that no mistakes had

occurred while makmg entries and should emsure the prompt remittance of
cash in treasury.

.48, The Committee is astound to note that huge loss had occurred to the
exchequer due to the short levy of Stamp :luty of undervatued pmperty in so
" many cases. The Cnmtmttee npines that had the SRO's refer the cases of

undervalued property after reglstratmn to the District Registars, loss occurred

due to the sh_nrt levy of stamp duty could have been avoided. Therefore the

Committee direcis the Reg'mratipn Department to issue neoéssary dirertions
- to insist SRO's to report the case of undervaluation to the District Registrars

in time and also o seek explanations from SRO's who were delegated
_ anauthorised powers by violating S45B of the Kerala Stamp Act, 1959, The
‘Committee also urges to furnish a detailed report regarding the follow up
action in short levy of stamp duty of undervahied cases. '_ _

 AUDIT PARAGRAPH
" Tax Administration

The Department' of Commercfal Taxes is under the control of the Secretary to
Government, Taxes at the Government level and collection of tax under the Kerala
Agpricultural im:ome Ta_x (KAIT)-ACKI, 1991 is administered -by the Commissidn__er
" of Commercial Taxes (CCT). The KAIT Act, 1991 governs the levy and collection
of tax on agricultural income. The assessmem levy and collection are done
by Inspecting Assistant Commissioners, Agncultural Income Tax and Commercial .
Tax Officers.

778/218,




58
Trend of Recelpts _ |
Actual receipts from agricultural income ‘tax during the last ﬁve years

(2006-07 10 2010-11) along with the budget estimates during the same period is
exhibited in the following table and graph:

. : (T"m crore)
Year Budget Actual { Variation - Percentage ; Total tax | Percentag | Percentage |
Estimates feceipts [ - of variation | receipts [ e of actual ~of growth
" of the TEeCeipts rate
State vis-a-vis
total tax
. receipts
2006-07 6.24 9.63 | (+) 3.39 |(+) 54.33 | 11941.82 0.08 56.58

|2007-08; 656 | 2205 | (+)1549 | (+)236.13 | 13668.95 | 016 | 12897
200809] 739 | 1197 | (+) 458 | (+) 6198 | 15990.18 007 | (a7
2008-10| - 852 | 2773 | (+)19.21 | (+)225.47 | 1762502+ 046 | 13167
2010-11] 12.00 4697 | (13497 | 29141 |27 | 027 | 6938

Budget estimates aud actual receipts
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We noticed that the Department was able to achieve a healthy growth rate of
69.38 per cent during 2010-11. We, however, feels that the Department needs to
streamline their budgeting process to make the budget estimates realistic as
_ significant variations were noticed persistently between budget estimates and
actual réceipts. ' : :

_ Arrears in AIT assessment

The Department furnished the position of arrears under agricultural income
" tax which is as shown below:

Opening Balance - R | 6314

Addition during 2010-11 including remanded cases 2,706
Total | - 9,020

No. of assessments completed o ' 1,970

Arrear cases—1913

Current casés—57 .

Closing Balance 8 7,050 -

The above téblelshows that the Department completed 1,9_7Q assessments. -
which was only 21.84 per cent of the cases due to be assessesd. .

fAudit paragraph 3.1 & 3.2 ‘contained in the Report of the Comptrolle'r
and Auditor General of India for the year ended 31st March, 2011 (Revenue_
Receipts). Notes furnished by the Government on the above audit paragraphs

s enclosed as Appendix TI],

. 49. The committee asked the trends of income from the Agricultire Income
* Tax, the witness, Secretary, Taxes Department detailed that it is based on the price
of the commodities and ¢ited the price fall of rubber as an ekample in this regard.
He also added that individuals are now exempted from paying the Agricultural
Income Tax and only 42 companies come under the purview of AIT, at present.
Responding to a question, the witness, Secretary, Taxes Department remarked that
the income from commodity market would fluctuate with the fall and rise of the
price of commodities and only. mlddlemen were beneilted out of it. 'I'he Committee
expressed its angmsh in this regard. '
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50. The Committee enquired the reason for proposing budget estimate much
lesser than the actual receipt of agricultural income tax during the years 2006 to
2011, The witness, Commissioner of Commercial Taxes Department apprised that
major collection turned out only at the fag end of the year and proposal for budget
estimates would be in accordance with the end of receipts prevalhng at the time
of- coining of budgetary procedures. He supplemented that huge variation. in

figures durmg the years 2010-11 and 2011-12 was the impact of the mtroductmn of
-amnesty scheme. In this context the Committee advised that the Taxes Department
~ should streamline the budgeting process to make the’ budget estimate more realistic
in future,

51. The Committee notlced rhat flgures shown as arrears before the
Committee was different from that submitted for audit and enquired the reason for |
- the mismatch, the witness, Secretary Taxes Department informed that the figures
booked by the Accountant General in this regard was not correct and the pumber of
~ arrears pending collection was 7249. To a query of the Committee, he replied that
compoundmg of Agricultural Income Tax was permitted to individuals upto last
year and it was limited to companies from the current year onwards He continued
that certain assessments were completed subsequently, ie., 3426 in 2005-10,
2706 in 2010-11 and 3250 in 2013-14.

ConclusmnfRecommendauon ’

52, The Committee observes that vide variation was there betwem
budget estimates and actual receipts. Therefore, the Committee recommends’
that, the Taxes Department should streamline the budget process to make the
budget estimate more mallstic in future. :

IMPACT OF AUDIT
Revénue impact

During the last four years, we pointed out inadmissible expenses, income -
escapmg assessment, incorrect computation of income; under assessment due to
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assignment of incomect status etc., with revenue implication of T 42,53 crore in
199 paragraphs, Of these, the Department/Government accepted audit observations -
mvolv:ng % 3.14 crore and had since recovered ¥ 0.47 crore. The details are
shown in the followmg table: :

. _ (X in crore)
Year of | Paragraphs méluded Paragraph accepted Amount recovered
li\el;f:t " No. Amount Nao. -Amount |* No. Amount

|2006-07 | 50 | ‘461 | 29 172 | 8 | o024
200708 | a3 | 369 17 035 | 10| . -
2008-09 | - 67 28,66 9 0.12 4 | o
Vol.l '

2009-10 | 39 557 19 095 | 1 | o1 |

Total | 199 | 4253 74 3.14 33 0.47

~ The recovery of cases vis-a-vis the accepted paragraphs was almost
negligible.

[Audit paragraph .3.4 contai'n_ed' in the Report. of the .Cor.nptroller and
Auditor General of India for the year ended 31st March, 2011 (Revenue
Receipté.).‘ Notes furnished by the Government on the above audit paragraphs
is enclosed as Appendix II]. | ' '

53. The Committee is aggrieved to note that the Government could
tecovered only X 0.47 even from the ac:cepted amount of T 3.14 crore as against
the short levy of ¥ 42.53 crore pointed out by the audit. The Committee then

enquired any departmental action had been initiated to lift the stay proceeding

granted by Government, Appellate authorities and other courts of law, The witness, -
Secretary Taxes Department apprised that steps have been taken to lift the stay.
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Conclu.dionmecommendaﬁun
54. The Committee perceives that steps have been taken to lift the stay'

in the remaimng cases of pending collection. The Committee desires to be
informed of the progress in the collection of X 2.67 crore at the earliest,

Working of internal audit wing |
As internal audit was not conduéted, wé were unable to comment on the
perfonnance of the intemal audit wing. :

[Audit paragraph 3.5 contained in the Report of the Comptrolier and
- Auditor General of India for the year ended 31st March, 2011 (Revenue
Receipts). Notes furnished by the Government on the above audit paragraphs
" is enclosed as Appendix IT]. '

_ - 55. With regard to the audit observauon that the internal audit wing of the
. Taxes Department was not workmg efficiently, the Committee sonught the reason
for the nominal functioning of intemal audit wing in the department, an official
from the Commercial Taxes Department replied that about sixty inspections had
been conducted by the internal audit wing in the previous year of which thirteen
were in connection with the Agricvltural Income Tax 'and it settled forty two
observations cut of 1333. In this context the Committee emphas:sed the importance
" of internal audit wing in the Department, and remarked that if the internal audit -
wing in the department was effective, the lapses occurred if any, could have been
detected timely. It decided to recommend that the internal audit wing in the
department must be strengthened immediately and expressed its grave concern
over the non-conduction of mtemal audit since 2012,

Conc_lu_smnfRecommeudatmn )

56. The Committee expresses its grave concern over the inefficient
functioning of the Intermal Audit wing. The Committee opines that if the
Internal Audit wing functions effectively, lapses occurred could have been
- detected in time. 'Iherefom, the Committee recommends that Internal Audit
' Wing in the department should be strengthened by pmv:dmg adequate staff at
the earhest inorder to reduce the irregularities,
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Results of audit _
“In 2010-11, we test checked the records of 23 nnits rélaliug to agricultural

income tax and noticed underassessment of tax and other irregularities involving
T 17.07 crore in 59 cases which fall under the following categories:

_ . _ { X in crore)
Sl No.  ‘Categories | No.of cases Amount
1  |Income escaping assessment |1 - 13 1103
-2 -incomecl computation of income _03' . 015
3. [Incorrect computation of tax _ | 08 ' 0.16
4 |Inadmissible expenses | o7 142
5 [Others 28 4.31
‘Yotal .59 17.07

During the. course of the year, the Dépal_'tment accepted underassesment aﬁd
_ other deficiencies of rupees two lakh in four cases out of which one case involving

X 0.03 lakh was pointed out in audit during the year 2010-11. The Depamnem -

realised an amount of ¥ 0.03 lakh in one case during the year 2010-11.

A few illustrative audit observaﬁons involving X 7.54 crore are menuoned in
the succeedmg paragraph.

Audit observations :

We scrutinised the assessment records of agricultural income tax in the
Commercial Taxes Department and found several cases of non-observance of the
provisions of the Act/Rules, incorrect determmauan of income/interest, grant of
inadmissible expenses/allowances and other cases as mentioned in the succeeding
paragraphs in this chapter. These cases are iltustrative and are based on test check
carried out in audit. Such omissions on the part of the Assessing Authorities (AAs)
are ‘pointed out by us each year but not only do the iregularities .persists;
these remain undetected till an audit is conducted. There is need for the
government to improve the internal comrol system including strengthening uf the
internal audit. '
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Non-observance of provisions of Act/Rules

The KAIT Act and Rules made theréunder prowde for completmg
assessments observing the following aspects

(i) Levy of tax at the prescnbed rate on the agricuitural inome derived by
‘the assessee;

(i) allowarice of deductions.on income derived subject to certain conditions;
and T

(iii) levy of interest on the balance tax payable.

We observed that the AAs, while finalising the assessments, did not observe
some of the prowsmns of the Act/Rules resulting in short levy of tax and interest of

" . X754 crore as mentioned in the paragraphs 3.8.1 to 3.8.3.

Income escaped assessment
[IAC (AIT &CT), Mattancherry; October 2010]

‘Under the first proviso to Sectmn 39(6} of the KAIT Act, 1991, in the case of
assessment of agricultural income derived from manufactured tea, if the
assessment under Income Tax Act 1961 is not completed when the agricultural
. income tax officer (AITO) proceeds to complete the assessment, he may

provisionally accept agricultural income as per the retumn filed by him and revise

such assessment in accordance with the order of the income tax autharity. The
limitation fixed under any of the provisions of the Act shall not apply for such
revision, in respect of tea income. :

We noticed that the assessment of a domestic company for the year 2001-02
was provisionally finalised (December 2003) accepting the loss of T 6.13 crove
from manufactured tea returmed by the assessee, Even though the composite loss
on manufactired tea was assessed at T 54.03 lakh in the income tax assessment in
February 2004, the AITO did not revise the assessment: reckoning the loss as
X 32.42 Jakh (60 per cent of X 54.03 lakh) in place of  6.13 crore computed in the
AIT provisional assessment. The omission to revise the assessment resulted in
excess carry forward of loss of X 5.81crore.
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After we pointed out the case in October 2010 the assessing anthority stated.
 that even after revising the assessment, there would be loss and hence tax would
not be payable for the assessment year. The mi)ly is not tenable as the assessee was
allowed to cérry forward more loss than eligible and this was not allowable.

We pointed out the matter to the'bepartment in Novembér 2010 and to the
- Governinent in December 2010. We reminded the Government in September 2011.
We have not received any further information from them (December 2011).

(AIT & CT, Kottayam, March 2011)

Section 5 of the KAIT Act enumerates the deductions allowable from the
agricultural income, 'Furﬂler,'expenditure on the upkeep and maintenance of
immature plantations is not allowable deduction as per clause (p) of Section 5. .

We noticed that while finalising the assessment (December 2009] of a public
sector company for the assessment year 2007-08 in IAC Kottayam, the assessing |
officer allowed an amount of X 1.53 crore being the cost of the failed plantations.
As the cost of raising failed plantations is a capital loss, this will not qualify for
deduction under Section 5 of the KAIT Act. The irregular deductions resulted in
escape of income of ¥ 1.53 crore with tax effect of X 76.57 lakh.

After we pointed out the matter to the Department in March 2011 and
reported to the Government in May 2011 the Government stated (August 2011)
that the corporation is raising plantations solely for felhng- and sale of wood and
income out of this sale was subjected to tax and hence cost of raising it ought to
have been allowed for deduction, Further, failire of plantatlon is very common .
and 10 to 20 per cent plantations will perish when they attain maturity. It is clear
from the reply that the plants had perished when plants were in the immature stage
and in view of the provisions in the Act that expenditure incurred for the
cultivation, upkeep or maintenance of immature plants form which no agrlcultural
income is derived during the prevmus year shall not be allowed '

778/218.
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[AIT & CT, Kottayam, March 2011]

[

We nioticed that while finalising the assessment (December 2009) of a public
sector company for the assessment year 2007-08, an amount of X 31.83 lakh being
the amount of development of property (cost of raising tea, coffee and cashew
plantation till the commercially yielding stage) written off was wrongly allowed as
- deduction under Section 5 of the KAIT Act. This resulted in escapement of i mcome
of X 31.83 lakh with consequent tax effect of T 15.92 lakh

We pointed out the case to the Depanment in March 2011 and reported to the
‘Government (May 2011). The assessing authonty stated that the case would be
' exammed '

(IAC, Kottayam, March 2011)

The KAIT Act stipulates that agricultural income means any income derived
from land by sale by the cultivator or received by him in respect ‘of which no
process has been performed. The forest development tariff is the amount collected
by the assessee at the rate of five per cent of the value of invoice raISed during the
year for timber and Umber growth retamed by them,

We noticed that while finalising the assessment for the year 2007-08 of a
public limited company (December 2009) the assessing officer did not add forest

development tariff of X 36.16 lakh collected by the assessee as shown in the =

comments in the Profit and Loss account of the company submitted along with the |
AIT return. This resulted in escapement of i income of ¥ 36 16 lakh with resultant
short levy of tax of { 18.08 lakh..

~ After the case was pointed out to the Department in April 2011 and reported
. to Government in May 2011, the Government stated (August 2011) that forest
development tariff would- not form part of income as in the case of forest
development tax. The reply 1s not correct since tax and development tariff are
- different. ' '
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(IAC (AIT&CT), Mattancherry, October 2010} "

Income derived form sale of manufactured tea by a seller shall be computed
- as'if it were liable to tax. The High Court of Kerala' had ruled that levy of tax
under the AIT Act can relate only to sixty per cent of the income derived from sale
of raam_lfactum tea. Income from sale of green tea leaves is an agricultural income
chargeable exclusively under agricultural income tax.

‘We noticed that in the case of a dﬂmeSﬁc éompany who had income from
both mannfactured tea and green tea leaf, the assessing authority finalised the
asseéssment for the year 2007-08 in November 2009 assessing only sixty per cent of
the income of ¥ 39.34 lakh derived from the sale of green tea leaves as returned
by the company. The omission fo assess the entire incomé of green tea leaves

" resulted in underassessment of income of T 15.74 lakh leachng to short levy of tax
of X 7. 99 lakh. :

After we pomted out the case (November 2010) the Depanment stated that
the assessment completed was provisional which was subject to modification on
completion of assessment by the income tax authorities and the assessee had

sufficient loss carried forward from previous years which was sufftcient to set off
the additional income pointed out. The reply of the assessing authority is not
tenable as the assessment order is provisional only in respect of income relating to
manufactured tea. Further, the contention that there is sufficient loss carried
* forward from previous years is no justification for assessing income incorrectly.

The case was reported to the goverﬁment in February 2011, their reply has
not beér_l received (Dacember 2011). :

(AIT & CT, Nedumkandam, February 2011)

Under the KAIT Act, agricultural income means an income derived from land
by sale of agricultural produce. Agricultural income chargeable to tax shall be
computed in accordance with the method of accounting regularly employed by the
assessee. Cash system of book-keepmg en\nsages accounting of actual cash
receipts and cash payment as they occur.

1 184 ITR 561 Ker.
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We noticed that while finalising the assessment for the year 2009-10 of an
assessee following cash system of accounting {September 2009) the assessing
 authority did not add an amount of T 19,48 Iakh realised from sundry debtors of
the previous year by the assessee. This resulted in escapement of ¥.19.48 lakh
with consequent tax effect of T 5.84 lakh, The actual short levy after adjusting
carried forward loss would come to T 4,43 lakh, _ ' |

We pointed out the casé to the Department in February 2011 and to. the
Government in May 2011. The assessing authority stated that the case would be
examined. Further report is awaited. - '

| . Irregular édjustment of loss
[TAC (AIT & CT), Mattancherry, October 2010]

Under the KAIT Act, the total agricultural income of the previous year of any
person comprises of all ag.ricultural income derived from land situated within or .
outside the State, Under Section 12 of the Act, where any person sustains a loss as
a result of com’putat.ibr_l of agricultural income for any year, the loss shall be carried

forward to the following year and set off against the agricultural income of that _
year and if it cannot be wholly set off, shall be carried forward to the following
year and so on but no loss shall be cartied forward for more than eight years.

~We noticed that the assessing authority while finalising (November 2009) the
assessment of domestic cdrnpany for the assessment year 2007-08, accepted
adjustment of income of T 49.47 lakh derived during the year against the loss of -
X 16.70 crore tfarried forward from assessment year 1998-99 onwards. Adjusting
loss relating o 1998-99 against the income earned in 2007-08 resulted in
escapement of income of T 49.47 lakh having potential tax effect of T 24.73 Jakh.

We pointed out the. matter in October 2010, The assessingl authority stated
that the assessment complete_d was provisional .and .subject to revision of

finalisation of Central Income Tax assessment and further, the assessee had .
sufficient carry forward loss from 1999-00. -We consider that the reply of the
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- assessing authority is not proper as the provisional assessment relates only to
income from manufactured tea and assessment of income from other sources was
final. Further, loss cannot be carried forward for more than elght years and the
carried loss has a potential tax impact,

We poimed out the matter to Government in Decembér 2010. We have .
reiterated our stand to the Department in September 2011, .

(AIT & CT, Kottayam, March 2011)

We noticed that while finalising the assessment of a company for the
- assessment year 2005-06 in March 2010 the assessing authority fixed the net
income at T 46.66 lakh and recorded that this 'would be adjusted against the losses
carried forward from the previous year. As per the assessment order for the year
2004-05, the balance of loss to be carried forward was ' 27.12 lakh only. .Hence
there was a taxable income of ¥ 19.54 lakh which was not assessed. This resulted
- in excess set off loss of ¥ 19:54 lakh with copsequent tax effect of X 9.77 lakh.
Further while arriving the taxable income, the assessing authority had deducted
X 1.90 lakh being excess expenditure disallowed, which should have been added.
This resulted in escapement of income of T 3.81 lakh and consequent short levy of
tax of T 1.90 lakh. The total short levy works out to T 11.67 lakh,

“We pointed out the case to the Department in March 2011. The assessing
authonty stated that a reply would be furnished afier examining the case. Further
developments have not been reported (December 2011). -

: The case was reported 10 the Government in May 2011. - Their reply has not
been received (December 2011).

Grant of inadmissible expenses
( IAC Wayanad, December 2009)

_ The KAIT Act 1891 allows deduction of expenditure not being in the nature
of capital expenditure or persnhal expenses of the assessee expended wholly and
exclusively for the pupose of deriving the agricultural income. - Repairs of
residential building is not an expenditure incurred wholly and excluswely for the
purpose of deriving agricultural income.
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We notlced that while fmalxsmg the assessment of an assessee for the
assessment years 2004-05 and 2005-06 in February 2007 and 2006-07 in October
2008 respectively, the assessing officer allowed expenses of ¥ 15.94 lakh incurred
for the repairs of residential building. The incorrect allowance of Expenditure
resulted in excess carry forward of loss of { 15.94 Jakh having potential tax effect
- of X 7.97 lakh,

We pointed out (December 2009) the case to the Department. The
Department replied (August 2010) that the assessment orders have beéen revised by
disallowing the expenses. We have not received any further information from them
(December 2011) ' :

_The case was reported to the deémment' in May 2011. Their reply has not
been received (December 2011).

b {IAC, Koﬂayam March 2011)

Section 5 of the KAIT Act provides that expenditure mcurred durmg the
televant previous year for the production of agricultural income is an allowable
expenditure. '

We noticed that while finalising the assessment (Décember 2009) of a public
limited company for the year 2007-08, the assessing officer allowed expenditure of
- 12.07 lakh being expenditure incurred by the assessee towards repairs and
maintenance and sale of tea and eucalyptus relating to the period prior to the
relevant previous year 2006-07. This resulted in escapemeni of income of
X 12 07 lakh with consequent tax effect of T 6.04 lakh. :

After we pointed out the matter to the’ Deparlment in Mart:h 2011 and
reported to the Government in May 2011, the Government stated (August 2011)
that certain income and expenditure related to the previous year are derived and
incurred in the current year which was allowed as per the order of the AIT.
Tribunal. The remark of the Government is not correct as the AIT Tribunal order
requires prior period income and expenditure to be assessed in accordance with law.
and the Act does not allow expenses incurred in a year to be adjusted against
income in subsequent assessment years, |
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[Audit paragraph 3.61t0 383 comamed in the report of the Comptroller and
Audltor General of India for the year ended 31st March, 2011 (RR).

_ Notes furnished by the Government on the above audil paragraphs are
 included as Appendix IL] '

57. With regard to the andit nbservauon, that non-observance of provisions

_ of Act/Rules result in short levy of tax, an qfflt:lal from the office of the Accountant
General, invited the attention of the Committee that if meeting of the district wise
audit committee had been convened, pending cases could have been settled to a
‘great extent. The witness, Secretary Taxes Department informed that the target of
collection towards AIT was X 26 crore only. In this context the Committee advised
that the observation made by the Accountant General in this regard should-
seripusly be viewed regardless of the quantum of amou.nt to be realised and -
reminded that the Act/Rules should mvanably be complied with in futute o

58. The Committee sought the reason for the non-revision of the loss at the
time of completion of AIT assessment even after Income Tax Department accepted
the loss in respect of Harrisons Malayalam Ltd., the witness, Secretary Taxes
Department informed that as per the modified assessment the loss due to Harlsons
Malayalam Ltd. was X 5,64, 37,912 and added that the agricultural income tax had -

~ been re\nsed by aoceptmg sixty percent of the said amount as loss towards AIT.

' Smce the company is running in loss for years there was no question of tax effect
of revenue loss i in this case, The Comimittee accepted the explanauon furnished by
. the department. :

59 Regarding the Audit paragraph, the Comumittee enqumecl the reason for
revising the assessment even after challengmg the objection of the Audit in the
explanation furnished before the Committee. The Secretary, Taxes Department
adnntted the lapse on their part and accepted the observation of the Accountant
" General. The Committee accepted the explanation. -

60. With regard to the audit reference, the Committee enquired whether the
~ case had been re-opened as mentioned in the reply furnished by the departrnent that _
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the Commissioner of Commercial Taxes was given administrative sanction to
re-open the case, the witness, Secretary, Taxes Department formed that the case
was re-opened in 11-8-2014 itself. On the basis of the above said reply, the
Committee approved the explanation furnished by the department.

61. On the audit observation made by the Accountant General that, due to the
non-addition of Forest Development Tariff of T 36,16 lakh, which resulted in the
short levy of % 18.08 lakh, the witness, Secretary, Taxes Department admitted the
fmdmgs of the AG.” Then the Committee observed that profit makmg companies
are liable for taxation, and expressed its angulsh and displeasure over the tendency
that the profit making companies had been escaping frnm taxation by securing stay '
from an authority,

62. Regarding the andit réference that the escapement of income of
X 49.47 lakh having. potentral tax effect of X 24.73 lakh due to the adjustment of
loss relating to 1998-99 agamst the income earned in the year 2007 08, the
Committee enquired the current position of the case, and the witness Secretary,
Taxes Department informed that necessary administrative sanction had been
accorded to re-open the case. The Committee accepted the explanatron furnished
by the Depanment )

63. To a query on the reason for not making necessary entry of figures
regardmg finalisation of assessment after the year 2005-06, the witness, Secretary
Taxes Department informed that the Department has finalized the assessment only
up to the year 2005-06. The Committee accepted the explanation furnished by
the Department and urged to finalise the assessment for the subsequent years
at the earliest.

- 64 The Cmnmittee was of the opinion that the i improper procedure followed
by the department by allowing X 15.94 lakh incurred for the repair of residential
bmldmg, which resulted in excess carry forward of loss of T 15.94 lakh havmg_
potenual tax effact of T 7 97 lakh.
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65. The Committee concluded the evidence examination from the officials of
Taxes Department with the remarks that the department had not taken - any

. corrective steps on the objections raised by the Accountant General. The mistakes
pointed out by the AG had been repeating in succeeding years also.

' 66. The Committee was surprised to note that no action had been taken

.~ against the erring officials, Taking into account of the serious remarks on the taxes
Department made by the Audit and the huge loss incurred to the Exchéquer by way
of short levy or incorrect assessment, the committee vehemently criticised the
negligence on the part of the officials. It is decided to recommend that in future
departmental action must be taken against the officers who primafacie found guilty.
It also suggested that stern measures should be initiated to recﬁfy these issues and
to avoid such lapses in future, '

Cnnclus:onszet:ommendatmns

_ 67. The Committee observes that failure of complying the provisions of
Act/Rules, in efficient functioning of internal audit etc., resulted in short levy
of tax. The Committee opines that if the department took mn‘ective measures
in time regarding the objections raised by the Accountant General, mistakes
which were being repeated in succeeding years could have been avoided. -
‘Therefore, the Committee recommends that stern measures should be
initiated to rectify these issues and to avoid such lapse in future and steps
should be taken to convene district wise audit Committee meeting regularly to
setile the pending cases. . '

68. The Committee expresses its suspicion that whether any illegal nexus
had there between the AITO and the assesses hence the AITO did not reckon
the loss accepted by the IT department at the time of finalisation of
statements. The Committee is surprised to note that the department made
irregular deductmns which resulted in the short levy of tax of X 76.57 lakh by
acting against the provisions of S5 of the KATT Act. . '

778/218.
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69. The Committee is desined to be furmshed about the action taken
by the department against the wrong deduction of written off amount of
T 31.83 lakh under S 5 of KAIT Act which resulted in the short levy of tax of
T 15.92 lakh. : : :

70, The Cnmmittee is aggrieved to note that non addition of Forest
Development Toriff of ¥ 36.16 lakh resulted in the short levy of tax at
T 18.08 lakh. The _Cﬁmmittee expresses its anguish over the fact that profit
making companies'-a.re éscﬁpin_g fmm paying tax by securing stay from an
: authofity even though they are liable to pay tax. ‘

71. The Coﬁimittee. is of the opinion that short levy of tax due to the
incorrect assessments is the best example of irresponsibility of the concerned
. officers. Therefore, the Committee recommends the Taxes department to take
immediate disciplinary action against those officers who willfully failed to
follow the bmvision of the Act/Rules and the officers who are primafacie
. found guilty inorder to aveid such serious irregularities in future.

V.D. SATHEESAN
Thiruvananthapuram, ' ' Chairman,
19th March, 2018, _ o Committe on Public Accounts,
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"APPENDIX |

‘SUMMARY OF MAIN CONCLUSION S/RECOMMENDATIONS

sl

No.

Para.

No.

Departm'ént
concerned

Conclusion/Recommencation

2

3

4

7

Taxes Department

The Commitiee observes that, the cast of revenue
collection in the state is much higher than the All
India average and direas the Registration
Department {o'take necessary steps to bring down,

| the cost of collection. The Committee aiso urges the! -

Taxes (Reg;suaﬁun) department to examine whether
average cost of collection could be reduced by the

| introduction of e-stamping and insists to furnish a

report in this regard at the earliest.

1

Taxes Department

The Committee percewes that by resorting RR

 proceedings the department could solve the

pending issues since 1986 and could decrease
the number - of undervaluation cases
considerably. As the Commitiee is informed |
that the department is concentrating on latest

| cases, it alsp recommends that Registration

department should take necessary steps to clear
all the pendencies in a time boéund manner.

15

Taxes Department

The  Committee  observes that the
implementation of compounding scheme with
liberalised provisions resulted in huge loss to
the exchequer The Committee directs the
Department to formulate a system to check
whether compounding fee collected during ‘
settiement under Amnesty Scheme was|
compatible with the amount fixed as per the
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4

norms. The Committee also recormends that
the Registration Department should review the
one time. settlement scheme and to initiate
action against the unsettled cases. The
Committee also insists that a strict supervision
is needed to ensure that an amount lesser than
that fixed as per norms wouldn't be collected
under any circumstances and a proper system

|should be implemented to  monitor the

procedure,

16

Taxes Départment

The Committee is aggrieved to note that |
improper maintenance of records and lack of
periodic reconciliation of undervaluation cases
resulted in short accounting of u'ndervaluation_
cases. Therefore, the Committee recommends
that reconciliation of undervaluation cases
should be speeded up and completed in a time
bound manner inorder to identify the missing
undervaluation cases and account for further

action,

17

Taxes Deparpnent

The Committee is astonished to note that lack
of staff resulted in huge pendency in '
undervaluation cases which pr-e_ve_nté. the|
realisation of potential source of revenue to the
State exchequer. Therefore, the Committee
recommends that time bound action plan should
be  implemented to settle ouistanding
undervaluation cases and by redeploying
sufficient staff on temporary basis.
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3

4

I n

Taxes Department

' |urges. the Department to co-ordinate the

|lease/agreement for installing mobile towers,
- |ATM of banks etc. The amendment of the

‘|a mechanism to ensure that in addition to the|-

The committee observes that there occurs
leakage of revenue due to non registration of

Stamp Ac_t does mot achieve its objective
without registration. Therefore, the Committee
recommends that the department should evolve

execution of the lease égreement during the
installation of mobile towers, ATM eic, it
should also be registered. The Committee also

Registration Department with corresponding
Local Bodies inorder to find out evasion.

22

Taxes Department

| registered -as license agreements and thereby|

_ 1 Stamp Act for imposing levy of stamp duty on

The Committee observes that, since registmtioﬁ
of license deed has not been liable to stamp
duty, lease agreements were preferably .got

incurred great loss to the State exchequer.
Therefore the Committee divects that necessary
amendments should be made in the Kerala

licence agreements also.

23

Taxes Department

‘tregular inspection of Public Offices to detect

The Coﬁ:mittee recommends that, . the
Registration Department should conduct

Omissions/deficiency in realization of stamp
duty. '
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3

4

27

Taxes Depanmem

The-Committee realises that huge revenue lapse
to state exchequer has been incurred due to the
lack of co-ordination between  Registration
Department and the Registrar of Cnmpaniés '

|before whom documents have to be filed by|

companies. - Therefore the  Committee
recommends that the Registration Department
should evolve a mechanism in consultation
with the Registrar of Companies (RoC) Kerala,
to ensure that proper stamp duty has been paid|
before registering the documents by Registrar|-
of Companies. '

| 10

28

’Ihxés Department

The Committee also directs the Registration
Department to submit a comprehensive report
before the Committee detailing suggestions to|’
enhance the capabilities and technical
competency of the department at the earliest.

11

32

Taxes Dmaﬁnent

The Committee observes that failure to amend
article 17 of Kerala Stamps Act to levy}
advalorem rate of Stamp duty in accordance
with other statey resulted in a revenue loss of

{X 1.68 crore. Therefore, the Committee

recommends that the Government should
amend Article 17 of Kerala Stamp Act to levy
ad-valorem rate of stamp duty on share
certificates with immediate effect and disects to
furnish the report regarding the steps taken by!
the department in this regard at the earliest.
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3

4

12

33

| Taxes Department

| The Cqmmittee_ observes that lack of specific

provision in the Act regarding the remittance of
Stamp duty and lack of co-ordination between
the stock exchanges, SEBI and depositories|
resulted in the revenue loss of ¥ 2.26 crore.
Therefore, the Cormnittée recommends that
comprehensive amendments should be made in
the Registration Act and directs to evolve a|
mechanism to obtain periodical details of

[ turnover of sharebrokers. -

13

Taxes Deparmém

The Committee observes that there exists a

_/shortage of staff and lack of training in the

internal audit wing. Therefore the Commitiee

"|recommends that Internal Audit Wing should

be strenghthened by en'gagi'ng_ adequate staff
and by impart proper training to deployed

" | officials. The Committee also directs that an|.
|Internat Audit Manual should be prepared at the
| eartiest. ' o

14

41

Taxes Pepartment

The Committee observes that, inspections
based on specific issues ¢onducted by’ Senior
officers could better the overall performance of, |

|the department. Therefore the committee
|recommends that the department should

conduct higher level inspections on specific
issues and should fix on the number of|
inspection to be conducted. The Commitiee|
also recommends for monthly review meeting| -

_ of District Registrars as well. = -
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3

4

15

42

Taxes Department

The committee opines that the Registration
Deparmem should increase the quantum of

~{inspections in other public -offices so as to

identify and rectify non registered/undervalued
cases. The Committee recommends that, the
Registration Department should launch an
awareness programme among its officials
regarding their responsibility in respect of
under stamped instruments produced before |
them. ' -

16

43

Taxes Department

The Committee recommends for the immediate
realisation of Economic Intelligence Unit in the

Department to identify potential “streams of’
‘Irevenne and also to co-ordinate with external

agencies to obtain data and to ensure that
documents have been registered, where due, for
the right value,

17

Taxes Department

The Committee is displeased to note that

| the omissions on the part. of Sub Registrars at

the tirme of registration of the - documents
resulted in short levy/evasion of stamp duty of

X 25,14 lakh and regrets to note that there|

incwred huge loss to the exchequer due to the
short levying of stamp duty and registration fee
in two under valuation cases of Sub Registrars
office, Mulanthuruthy. Therefore the committee
urges the department to make follow up action|
in these cases and also to submit a detailed|

report n this regard.
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.3

4

Taxes Department

The Committee = criticise the irresponsible|’
atiitude of the depariment in improper
maintenance of cash Book and lack monitoring

1 of remittance of cash collection to the treasury.

The Committee recommends that the officer
who is responsible to intial the Cash Book
should assure that no mistakes had occurred
while making entries and should ensure the
prompt remittance of cash in Treasury.

Taxes Department

The Committee is astound to note that huge
loss had occurred to the exchequer due to the

short levy of Stamp duty of undervalued|

property in so many cases. The Committee
opines that had the SRO's refer the cases of

~{undervalued property after registration to the

District Registars, loss occurred due to the short
levy of stamp duty could have been avoided.
Therefore . the Committee directs the
Registration Department to issue necessary
directions to insist SRO's to report the case of
undervaluation to the District Registrars in time
and also to seek explanations from SRO's who
were delegated unauthorised powers by
violating S45B of the Kerala Stamp Act, 1959.
The Committee also urges to furnish a detailed
report regarding the follow up .action in short
levy of stamp duty of undervalued cases.

1 2
18 | 47
19 | 48

20 | 52

Taxes Department

The Committee observes that vide variation

was there between budget estimates and
actual receipts. Therefore, the Committee
recommends that, the Taxes Department should
streamline the budget process to make the

- { budget estimate more realistic in future.

7768/218.
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4

'The Commmee perceives that steps have been

taken to lift the stay in the remaining cases of
pending collection. The Committee desires to
be informed of the progress in the collection of
X 2.67 crore at the earliest.

The Committee expresses its grave concern

{over the inefficient functioning of the Internal

Audit wing. - The Committee opines that if the

- | Intermal Audit wing functions effectwely, lapses

occurred could -have been detected in time.
Therefore, the Commitiee recommends that
Internal Audit Wing in the department should
be strengthened by providing adequate staff at
the earliest inorder to reduce the irregularities,

The Commitiee observes that failure of
complying the provisions of Act/Rules, in
efficient functioning of internal -audit etc,|.
resulted in short levy of tax. The Committee
opines .that if the deparument took: corrective
measures in time regarding the objections
raised by the Accountant General, mistakes
which were being repeated in succeeding years
could have been avoided. Therefore, the
Committee recommends that stern measures
should be initiated to rectify these issues and to
avoid such lapse in future and steps should be
taken to convene district wise audit Committee
meeting regularly to settle the pending cases.

14{ 2 3

21 | 54 |Taxes Department
22 | 56 |[Taxes Department
23 | 67 | Taxes _D’epartmeﬁt '
24 | 68 |Taxes Dépanment

The Committee expresses its suspicion that

| whether any illegal nexus had there between the

AITO and the assesses hence the AITO did not
reckon the loss accepted by the IT department

"|at the time of finalisation of statements. The

Committee ' is surprised to note that the
department made irregular deductions which
resulted in the short levy of tax of ¥ 76.57 lakh|
by acting against the provisions of 5 5 of the).

KAIT Act. -
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3

4

25

69

Taxes Department

The Co.mmitte"e is desired to be fumished about

| the action taken by the depariment against the

wrong deduction of written off amount of
T 31.83 lakh under S 5 of KAIT Act which|
resulted in the short levy of tax of X 15.92 lakh.

26

76

Taxes Department

'The Committee is aggrieved to note that non

addition of Forest Development Tariff . of
%.36.16 lakh resulted in the short levy of tax at
T 18.08 lakh. The Committee expresses its
anguish over the fact that profit making
companies aré escaping from paying tax by|
securing stay from an authority even though
they are liable to pay tax.

27

!

Taxes Department

The _Corhmittee is of the opinion that short levy
of tax due to the incorrect assements is the best
example of irresponsibility of the concerned|
officers. Therefore, the Committee recommends
the Taxes department to take immediate
disciplinary action against those officers who
willfully failed to follow the provision of the

| Act/Rules and the officers who are primafacie
found guilty inorder to avoid such serious

irregularities in future.
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T | ) | Dato of receipt of the Brafi- 13.06.3011
s N RR/DP-4082/2011-2012
)| Daté of Depariment Reply | X TTT)
i Gt of Paragraph | Pars 481LE '

| persans to inspect records of public. offices under section 68 |
{smp dry. o
| *Nom-registration .of Mm Mumﬂu

axecuted betwoen Mobile towsr lnfnm'ueture unpsnlu
- aod lud! lmﬂdhg owners. . ,

[ revenue loss involved in 301 muw!lﬂcm'l‘tw_
 documents. 8412pmu\\mmdbyﬁnloculbodmtbr
| setting up mobile towers in the state. The potential mmue' _
_lmmrhedomtofulﬂcm

I Noa-registration of Imemuneelum agrecments |

Tmchnkofmordsmuinedmuhmdpublwoﬁiom
revedled revenus loss of stamp duty and registration fee
amauiiting to 23.46 crore'due to failure of DRa to authorize

of KS Act 1959, w«kmomlsﬁmﬂdeﬁmenc\iesmxehﬁonto

Tmchoc.kmnmelocalbodusofmlhadhm
asremmofmoﬁhmﬁmuwmoompanleswﬁhtbe
Wnusofthebuildmgsalmguﬂthappﬂuuomprﬂ'nu
&tsettingupmobﬂetommealedﬁmnoneofﬂn

| greements wiis registered and agreements were axecuted on |

samp.paper of T.50/100 even thougli the egreements have all
theclmmdsﬂcsofleasemdwmpulsorﬂyresimim

Officers in chatps of .local bodies falled to.

mladng to hdpdbonrdlng bomes/resorts.

Tew chieck_of fouse/rent_egroerinonts. produced ‘along_with | _
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splication Tor regivivation of bowol Yodging Bovass wader e

| Kerala Lusury Tax Act in three Litury Tax Officers in the

state showed thet the agreements were executed ¢n stamp-
paper wotth T.50V100 and the sgresments were not registered.’

. ThedsﬁdtSDde.FmvolwdmwapmoflSomis '

X.27.99 1zkh .

The Depariment -hss not pmrlbed any nerms tor
hwﬂnnotpubﬂenﬂhu.ﬂohnpnﬁndpubﬁeom
was conducied by ‘the officers of the Reghiration

'Mmm“dumﬁaofmwmudm :
: Mhnhﬁnmsn

Para 4.6111.2- Non-regiitration of. luu Wua for |
inlﬂllhiATMlﬂfhnh. S

,MoslofﬂnAMwembﬂsbedhymousbwksm

privete buitdings on long term lease with the building owners.-
With & view:to identifying leakage of revebuc in different

* - L'areas, we collected details of 72 lense.agrecments exocuted by

BbmhwhhhﬂldingowmfmmupATMamm
 cities in Kerala. [t was noticed that out of 72 loase
_agrecmémts, 38 agreements were not registered even though

| the lease was: for perinds exceoding one year and liable for

compulsory regisiration. Revmtossmvolvediqmpecf.of
3lleesemmsnloneworksomw!352lakh. )

Para 4.6.11.3: Loms of revenus dus fo mn-umthn el' ’

| Voase of Cochisi Port Trust Land.

. Lmdw&mwmumdmmdmmmofln
- | canes of lowse of tand of Cochin Port for perlods excoading ono yesr
| t6 37 yesrs. This deprived the Stire govormnent of revenus by way

ofSDandRFmomuln;m!‘ZlS'mand? 54.71 lakh
respectively. :
Mwummohmmmmmpmﬂemwomm
ofmhomhsiomleadmgtoleamofm e

We recommend: that Goverament may preseribe morms |
torlupeennnorpubucom«uymwplwmummu .

N mmﬂdeﬂeﬁuq In realization of SD. -

L

|

DouﬂlaDethw

| areas of disagreement

" 8) You : : =
0 lthefactand figwes | - '
| inciuded in the paragraph
) | 1t not ploass indicaie e | NA

]




e

a)
S wilhtlie‘AilditConolmim

Does the Department agree

—

It mplens:mdmmhe

'mofdhamm

Asperaacﬂm ofﬂwlCeralaSump Act, 1939 ‘Bvery |
public officer having in his custody any registers, books,:
the inspection

.mds,papus.doemnumpmeedm;,
whereof

may tend to secure: any duty, ‘or to prove or lead 1o |
thedimveryofmyﬁwdorwnmoninrehnmhomydmy,
mmbhumpmnmpemuauthonmdm

. | shall at all

wrlting by the Collwmr 0 mspect for such purposc the
'mwmmchmmdmunhemydeemmw
'_mﬂnontfaeorohuw

| 4s. per 6:0- (MSY Wo: 132/86/TD dated 1311001986 the |

District Registrars are appointed 10 be Collector for the above'

section, By the reading of the order and ils explanatory note it |
' can be: observed that the powers given:to District Regiatrars

fwﬁampleﬁnnofdwmukmmdaalmth&le
lmdﬂvn!ueddoumentsaspersecuonﬁ [B)cm!y

All the - Zoml Deputy Inspector  General - of
',R.cgistmhon and also sl the Distriot’ Registrar
-(Genoral & Audit) bave been instrusted vide circular
_-mumbered R.R:9-130412011 dated 24.09:2012 of the

Inspeetor General of Registration 10 take immediate
acﬂoninthismgudformtnﬂmmdoolhﬁmof
‘detals including sample of documerits in' which
. mmmlwsasmennomdlbovehasbeendehc(od.lt
- is. also-instructed to submil - suitble - proposals/
.mommd;donswcheckmelmmmdomm
_ -of revenue loss, -

r 'Thedupwmentisofﬂwwewthathepmpwalﬂnmty
to realize such. short falls are the Collectors, or the
‘Land Revenue Commisgioner- who is exércising,
-pwaloohu'olandsupemsmnonallmm
mmwdmﬂlmmpmmmthesme

kR Apnpnlnemedﬁnnthelupuwrww
thtraﬂon.for-odlfyin;(beuhﬂng motifleation [
“by ‘appeloting the District Regiitraiv of e
Registration - Department t0 be Colloctors to

* exercise the powers under section 45-B, 46, 65 and
68 of the Kerala Stamp Act, I3 under active
cooniderstion of Governnutlnthuh'eunm
Illulldllpapluyhcdmm
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Gist of Paragraph -

- | akin-to such provisions in other Smu

“[Pars 44104 Lom of vevenoe duc to txeeutien of

instruments llvin'g essentinl characteristies -of -lun‘u

WcobmedhonchtuwTummnimlemﬂ

' 'ﬁg:nﬁmofﬂMthatmwmbﬂmlmmd

leasing out hotels. having -all the esseatial ]
chamoteristics of lease for period of more then one year were
execuied as licence agreements on stamp-paper worth €.50.

| The revenue loss invotved by wey of SD ad RF was €.6.93

lakh and ¥.2.99 lakh respéctively,

| We found thet Swtes like Karmistake and Mahamshiea heve-

included “licence of movabale: aitd immovable propetties™ in-
lheuSchedﬂlumtheSWnpActa(amequaleof
lease. However. No such provision exisis jn the Schedule to

“Tthe Kersla Stamp Act to plug the practice of cresting
doemuemsofluseaslmnoeéeedsmwadeahmpchty :

) mGwemmntmymHeramdinglhKSAﬁhy.

inserting provisions fer levy of stamp duty on leenee |
agreemonts relating to moveble and Inmwnblcpww-ﬂu

v

" 8)

Does the Depactment agree
the fiact and figures .

included in the paragraph

T ..“y.

b}

Tt not please indioate e — ' .
The tenn “Hiconse™ is not defined in the Kerala Stamp Act, I

areas of disagreenent

1959 or in the Indlan Stamp Act, 1899. License or grant of |

1 Yicense means to give permission and refers to that penmission |

as well a3 10 the document recording that permigsion, _
It iz the creation of an intérest in immovable Property or &

© | right to possess it that distinguishes a lease. from a license:
[ The test to determine whethér a document is lease or not is
-whether it vests any.exclusive interest in immovable property

in faveur of the trarisferee. or whether it gives him merely a
tight to enteron the property and to do something therson, -

a)

| with the Audit Conelusion | -

Partially -

- by

It not pleass indicate the

" | aveas of disagreement

| Evexy person having by taw or consent of parties authority 0. |
| séceive, and every person in charge of a public office, except
140 officér of police, before whom any instrument; chargeable
‘in his opinion, with duty, is prodyced or comes in the
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] perforinance of his functions, shall, If it appears (o Wb Gl

| of the value and description required by the law in force in the-
. | State when much instrument executed ot first executed. <
© | Therefore it become the duty of the officer in charge of a.
-] public office to ascertiin whether proper stamp duty hes been |
levied for the instrument produced ‘or comes in the
.| performance of his functions and impoud the same for not.
© | duly stampdd. - o

is not duly stamped, impound the same. Fog .'

- 14 “hEL e Evely

in whethe ih T it'is stnmped " -n.smnp' : :

VI

.-

"L All the Zondl, Deputy . Inspector General ~ of
Registration. and . also all the District Regisirar
" (Qeneral & Audit) have been. instructed vide cireular
* - pumbered:R.R.9-130412011 dated 24.00.2012 of the
- Inspector General of Registration to.take immediate
ection in-this regard. 1t is also ‘instructed to. submit
 suitable proposals/ recommendations to check the
leakige and omission of revenue loss; After the. | .
recelpt of the roport/recommendations from the |
Registration Department jn  ‘this regard, |
Government will consider amending the Kerala
.Btamp Act by iisserting provisions for levy of stamp
duty on liceanse agreements, S

2. The cancemed officers, of the public office ¢an also |
* examine ond impound the instrument not duly
- stamped a3 per ‘section 33 of the Kerala Stamp Act,
1959. The Govemment arc comsidesing to- issue
circular insrietions in this regard to all Head of
the Departments/Head of . the Local - Bodiew
Collectors/Public Sector Undertakings etc. In the
circumatances, the sudit para may be dropped.

(]

Gist of Paragraph

|- deeds execated by builders/deévelipers of Datsiapartments.
| W test checked 1,155 sale deedls executed by 22 builders of

| #9/agreeinenis out of the bajance 1,080 sale desds executed

Pars 4.6.12; Loss of revenue due to undervaluation of sale

fims/spanments in selected SROs. We nioticed that-only two
‘eut of the 22 builder’s had shown the rconsideration reported
s por Foem 49 in the 75 sale deeds exscuted by them, Al the |
504 selé  deeds identified * with -roference o Form

byt remaining 20 builders were undérvalued, The deficit |
SD' and RF: isivolved. in the identified 504 cases wes 2.8.36

crore and X.1.75 crore cospectively. . ln_ respect of the |
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| remaising 57 sale deeds. Geiaits of constderaiion set Torth in
Form #49/agréements were not aveileble with Commercial Tax
Department. The deficit SD and RF worked out to €.11.58 |

“crore. The foss of revenue would be substential if sale deeds |

exocuwdhyallt}mbulldmmmestatemmkenmto

_'Wc l‘eeummend thlhthe Government -may. dqu:t- :

{ registering .officers to jnsist on production -of originat

agreements for purchase/conatruction of flats/apartments |
-at the ‘thire of registration of sale ‘deeds. We niso

| recommend that thé department may evolve n mechanism

| to.obtain data on & periodic-basis regarding sctunl eost of |
Nata/apartments from the Commerclal Taxes Deplrtment .
| and  co-relate, the same with sale deeds _ detest

undmlluathl of IhWapcrtmentt. :

Baoes the Department agree

WV | a . Parﬁally
the fact and figures .
includ.edinlhems'mph
1B hnotpleasemdicamdle Accountant Genera) -is- of the view . thet lhe Reglq‘tenns .
areas of disagreement - officers shall insist for production of the original agreements
) for purchase/constyuction of flats/apartments with, builders at |
' the time of registration of sale desds for ensuring the |
© 1 corvectness of the consideration set forth in the sale deed, At
-premtlhmlsnopmwmnmﬂnkmm 1908 or
in the Registretion Rules (Kerala), 1958 . direchug_ the,
| Registering officer to insist for prochiction of the -ofiginal |
-agreements for registration of an instrument; Therefore the
AR P . ) - department is incapable oflssumgsuchdmctm -
v 4) [ Does the Department agree .-Pmially _ ] .
with the Audit Conclusion o S : L
B) | i not picase indicate B2 | As per secion 17(1) (b} of indian Registation Act 1908 |
aren.sof dxsagneenuut ﬁrmpﬂlm registration 1. required for non-testamentary |
ingtraments ‘whicly' purport or operte (o create,  declare,
{ assign, timiv or extingyish, whether in present or in fiture any | -
| vight, title or interest whether vested or contingent of the
| value of one hundred rupees and upwards to or in iminovablé |
.| property. Here Agreement will.not come within the. provision
.ofﬂwabovesgctlonanddomtrequmoumpulsory
. ! regmratmn
vl Remedial Action taken l Inotda'topmmthewwonofmmpdmyandm

. include 'agne_emem 28 a document for -which
regnstmlmn is compulsory, ‘a' proposal has. been

-Govmnt}mwahwdylakenupdwmmth'

778/218.

'Cemral Govmnem for_amendment of Sec:hon of |

furmished . by the Registmtion Department.|
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_-mﬁmwmmms siwethemebeinﬁa
: ‘Genmlmmdecislonofl}owmIGomnmem
‘-lsawaitad. o

mechenisn o obtain data ona peribdic * basis
regarding actual cost of flats/apartments from ‘the|
-ComnmmalTaxesDepamuemmdeo-nIm&nme
with “sale doods to  detect undervaluation of
flsts/apartimenits. The sbove type of data collection |
shall be-helpful for the District Registrars in settling
-the under . valuation " cases. involving * sale of |,

- "flats/apertments. Therefore the recommendation Is-

©  secepiable and necéssary directions have already
‘been given 1o the District Regiltr:r: for obtaining |
dats frem the concerned department vide circular |
number R-R.9-13041/2011 dated 24.09.2012 of the

: lupeetor G«aml of Ruhtraﬂon ..

A Mnreum fxation of fair value nr flau!qnmnnu
"is 'sertomly. considered by the Governswent and a
‘cominlitee in ‘this vegard. has already’ been
conatituted and fixation of fair Vviloe for flatyfa |-
usider' process. Hence' the -audit para miny “bé

- . . dropped. Considering ‘the sbove, the- -audit para_-
- oy be dropped. - ;

]

| Gt of Pesagregh.

' eerpnnubondakluhntnm o .
| As per- the. deis collecied from NSDL Seven companies [

| in-demat-form hiving face valus of .10 lakh cach during the
| period "2005-2010. Three compenies paid SD at'the rate

" | rme applicabie to debentures transferable by endorsement or
- | by scparaie deed of transier and two companies d&d not pay |-
'---'anySD.ThemlahoﬁhmnmmeofSDworksomto )
| 2.5.66 crore., .

l'm 4.&.13. _

.

Pars 46d31:. Nowshort  collection of mmp duty ont -

registered in Kerala had issued bonds valved at - 1,986.40 crove |

applmblewmmorymmwmpmupudSDnlhe- .

.Appoﬂotym-flow lak - Dha.mlakshml Bank T8.55

Mmmmn.tszsm $BT-T32800%kh )
CSB-€.)5.20 lakh . Federal Bank- T.119.60 ek '
'mesmann uzzslakmzzsoom ,




91

i

-Mwwmhﬂminwwmwm
obwmin data on ‘s perdodic. besis- from depositories regarding
mofhondwbbmmbyoommiwhmhinmmm'
and 0 check thie adequacy of SD thereon. Lack: of co-
. ordlnlﬁonvﬂthﬁeposihmm.snl.mmwdiulouof
.?mwts.ﬂim '

Wem-mmdﬂatmwmmmm:_
| mechanlom In counsultstion with depositorics. io olitaln |-
-{ detatis of lisue of securitiés by companies: regiitéred in |
y Kmhandmnm:unpduq&mnuwapald.
_'WWIMmmhhdMﬂm . .

. l‘ara4.6«13.2

._Dunngthepmodmosmmﬁmmpmumadm
*1 convertible ‘secured débentures of different scries -totaling
.%,6,480,16 crore. ‘Umz company paid a nomina} amount of SO/
andether3eomnmdidnotpuyanySDon-lhem
lsaued. . .

'!twmwdbthmmmnnMrmmﬂcRepstm
*|. of Compasiies that thesé companjes issued ‘the debentures on
© | privete placement hesis and.not as marketable sscurities and
Zsuuhdebummwemlmdmﬂmkmmj
tlwywemthubletomSDmﬂetAmcleﬂofﬂ:ﬂndm :
’ mmmmmmmmmm}_'
‘of IS Act and Section 2(in) of the.KS. Act. The contention of |
| the companied cannot be' sccepied since the term markstablc |
' security does not necessarily imply sacurities which are listed |.
it gtock’ exchanges; .but all securitics which are capable of |
: beinglimqlinnmkexchmﬂmdebmwiuuedby
: Wmmmmndﬂnlsauﬂu'
'_SDlwubhwwksouttan%uwe

" | Muthoot Finanee ~ 1,254 lakh

| Muthout Cagital  2.23.10 lekh

‘| Muthoot Fin corp - €.32,93 lakh
Knnmattoml’iname*-! 85 07 Jakh'

.. | We noticed that BsMonDemmﬁdem

| with the ROC to obtain date to exarnine the adequacy of SD-
"pald on-iszue of debentuger who take ambiguity-in the. Starnp
| Aot to_interpret the provixions therein in such a way thut
_Iegﬁmdmiespayabkmﬂommismmd. o

. "Wnrmnmdthulhemmmmmﬂun

to_periodjenlly obtain deta frem ROC ‘to
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vu-uy tlu adequacy . pf. mmh - duty paid om

{ clearly establish Yabikty for -payment of stamp duty in'| -

debentures/bends by companies. We slso suggest that the |
Government woy consider amending the Stamp Act to

asts simllar to the one 'dmﬂbed above.

~ | companies registered in Kerala for securing débentures issued
‘|and  corporate ‘loans/credit -facilities exwended by |

-with the . Registrar

LA 'a)' _ Yes
: the fact and figures T .
. ['inclnded in the paragraph " r .
)| T not plésse indicate the | NA ™ |
) areas of disagreément -
vV | a). 'Doethenmm. Yes .
© ] with the Audit Conclusion’ | -
) Itm;alcaseindicaleﬁ# NA
. [areas of disagreement
VI 1. " 7 Remedial Aatwnlalwn 1. The recommendation Is acceptable and neceasary
Tt diroctions have alveady been ghven to the Distritt
Reglstrars. for obtsining data from the eoncerned
department  vide circalar . number: RR.9-
1304172011 dated 24.092012 of - the ‘Tnapector
Gencral of Registration. Furthermore the District
Registrar {General) Ernakulam & depwted for the |
- " purpose to defect omission of SD- and to colfect |
- details from ROC. and ouward submission of
report and recommendations by this regard, s
2. The concerned officers of ROC can also examine and
impound the instrument not duly stamped ss per
section' 33 of the Kerals Stamp Act, 1959, The
Government ‘are consideting to issue circular
itistructions ‘in' this regard to. all Head of the
Departments/Head - of  the Local  Bodies/ s
Collectors/Publc  Sector . Undertakings et
‘Considering the above, the andit pars may be|
. : _ drupped: T
i Gist of Paragraph TPara 46,14

On test check of the mongage deeds executed outside Kerala
involving immavable propetiies in the State by two selected

Banks/Consortium of banks, it was observed that.differential-
ity applicable"to- mortgage deeds. in the State of Kerala

| amounting o ¥.7.70 crore under Section 19 of The. KS Act

was ot remitted before registering the charge ‘documents
of Companies under Segtion 125. of
Companiss Act. . - -
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| Reference: m;ticle-s(l)m 37(b}m.theWefBAct. 1

Mis Joy Alvkkas Tradors Pvi Lid ~ 2.32.504%, §510.52 Iakhs.
| M/s Apolto Tyres Lid- ¥. 620 80 lakhs

We observed that the Remslratmn Department dlll not |

coordinate with the ROC to obtain data for sxamining the .
| adeguacy of SD paili on doenmenln described nbove. )

|1 W

a)

| Dees the Departmen agree

the fact and figures

. tm[udedmﬂwpmgnph

Yes

asy

_ Toot please indicate the .
.masofd:swent

| NA

3

Does the Department agree
with the Audit Conclusion |

Yes

b).

It not please indicate the -
areas of disagreement -

'NA

VI

"Remedial Action faken

l. Tlle recommendation is nmplahle nnd BECEASArY
directions have already been given to-the District
Refiistrars for obtaining. data from the concerned
department vide circular - number R.RS9-
13041/2011 dated 24.09.2012 of the Tnspector
" Getieral of Registration. Furthermore the Distriet ]
- Registrar (General) Ernakulam s deputed . for the
- . parpose to detect omission of SD and to collect
detally from ROC and cowsrd submission of
report and recommendationa iu thia regard. :

2. The concerned officers of ROC can also éxamins and
) mlpoundt}wmnmemmtdtﬂymmpedaspu
section, 33 ‘of the Kerala Stamp Act, 1959, The
‘Government can give instruction to all the Public
_officers in this respoct. ‘The Government are!
congidering to issue circular instructions in this |-
regard to-al Head of the Departments/Head of the
Loeal Bodies/ "CollectaraPublic Sector |
Undertakings ete. Considering the above, the audit
pars may bedropped. .-

1§

Gist of Parageaph

‘| Pars 4.6.15:; Non-paymt of stamp nluty on lnltnlment' .

Mdemﬂng agreement relating to deposit of title deeds.

' 'M!s Joy Alukkas Traders Pyt, Ltd having its registered office
.| at Kochi created an equitable morigage by deposit ‘of title

deeds ngm of immovable propertics s[tuated in Kerala

< N
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: ﬁwohmduaedn&mMmﬁomABNAmmBu&,md '

mmﬁmwldmcinganwmtmlhlswrdwhd
as - Memorandum of Entry .was executed. Copy of the'
instruments filed with the Regisirar of Compenics, Kerala |
Wedhmmmpdmpddonthemmmltm.
ohserved. thm SD was. paid on similar morigages exccited |
wbnqmlyhnysJoyMukkulthﬂSmTkeSD:

. imolvaduutlndocunwmsworksommtzwm

We observed: fhat the. Mmﬁcm Dcpartlncnt did- not

coardinate with the ROC ta obtain date for exmmining the

: - - R orsn on ty-described above.
IV [ .8) | Does the Department agree | Yos. - B o
the fact and figores. . : :
.imludedhlhpmpaph
by ltno;plnumdlemthe NA ]
" | atens of digagreement S .
- ¥V [ a) [ Docs the Department agree | Yes
-7 | withthe Audit Conclusion { .
b) | ltnot please indicate the | NA- .
.| areas of disagreetnent : i .
VI Remedial Action taken -~ © 1 'l‘lu nbenmmndntlau kauepuble and nmry ;
. L ﬁrmhmhvcahudybmﬁvwhmmmu :
. Regiatears for qbtilnjng dats from the coneerved | -
department . vide circolar  aumber . RRS%1{.
*'13041/2011- dated 24092012 of - the lnpemr -
- General of Regiatration, Furtherinore the Distidet
-qum-u-{Genenl) Emknlnuhdmmrortbe :
“purpese to detéet omigiion of SD and to- collect: _
deullu fromr ROC and onward- yubmiision - of |
. npmnd reeonmwdatlons §n this uprd '
2, ThecmnndofﬁwsofROthahomminemd :
. xmpouudtlwmmmptnmdtdymmpedas .
: -vsoeuonBBoftheKuulaSmn.pAct.wﬁ 'Ihe'
Govergment can. give instruction 40 all the Public
~officers -in this respect.. The Government -are|
" considering 10 isspe clireulir iostrwctiond in ‘this:
regard to ail Head of the Demrtmeltdﬂud ofthe |
" Local . Bodiew = Collectors/Public - ‘Sector
. Undertskingy etc. Considering the ahove, tlle audit:
pmmaybedroppod - o -
I Gist of Paregraph B I-hu--mi‘ Nol-umiltanu ol’ SI) on ‘aftested
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© ] deedofhypo!hmﬁon’onﬁ[)wmﬁ!l&inmmd!”m

E bylwommum

'Va-mmionomedowmmedmomuomemcr«-
‘Financé (P} Lu, revealed  that the company had raissd -

.--Compmymd‘adnrgebywayofhypoﬂwmﬂmaf

{ the. instniment dated - 01.09.2008 was atested by two
'Emthoughﬂndocummmmledasmumddudof-

| Bypothecatio; the same were actually attested desd of |

| Department and the ROC to obtain details regaedling churge |

| whom charge docunients have to be filed by companies, to |

nypomm etmvnble propmy' ’

mmmofchlmdowmunshymmm

wurkmguphnlamommsmt.zocmbyissmof'
fedeemeble ' pom-convertible sscured - debéntures, The

maﬂaamoflhemnzpanymmmﬂyﬁxtbcdebmu
trustees by executing two  instruments titled a8 "wnsttested’

other case. Verification of the said instruments revealed that |
ermsuﬁﬂacmrdm 15.08.2009 was attested

bypethecation liable to SD as mentioned. The SD duc on.tse
mmadanquof!.ZOOmu works out tomcmre. iy

Thu-ewmmoooadmwonbuwumth:kemmanon'

documents presented before the ROC unider the Companics
Mﬁruﬁmﬁmmmmmmmww
SD. ’
The Depariment may evolve 2 mechanism in eonsultation |
with he Registrar of Companies (ROC), Keruln before |

ensure that proper SD en debentures and charge -
docuinentt are paid - before reghm-h; the charge|.
dncumnuhyROC

a)

-DoeulheDcpartmemnsm

thefactmdﬁgum
lnciudedmmepmgmph

Y'es

=

It not please indicate the

areas of disagreement

NA-

: DoestluDepartmemasrec
mththeA.uditConcll.tsion

7]

DE

Trnot please indicate the

areas of disagresment

NA

e * . =

VI

Remedial Action tgken

. The recommendation is acoepiabile and: necessary |
“divections have already been gives fo the District

- \.' Registrars for obtaining gm from’ the conserned .
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depariment  vide, circulnr munber R.R.B-
- 130412011 dated - 24.05.2012 of- the [napector
Giners] of Re;bmtion.

. 3. .Furthermore the ' District qunnr (General] ’

‘Emakilsin is deputed for the purpose. to detéct
omission of SD and to.collect detalls from ROC, 5t
. 'is also instructed for submission of neporl and
" . recommendntions in thils regard. :

3. The concemed officers of ROC CAR also extine and |
-_Impound the instrument oot duly stamped -as per .
“section 33 of the Kerala Stamp Act, 1959,

Govermynent can give -instruction to all the Pubhc

officers in this respect. The Government -are |- -

considering to issue circular instructions in this .
- regard to al Head of the Departments/Head of the )
‘Local  Bodies’ | Collectors/Public  Sectoy |
Uldertakinp elc Comideﬂng the almn. the- audit
‘parn.may be dmppod .

_GistofPaW-

.| Para -4.6.17: Notional loss- of menne.due-..to'_faliun to
| prederibe ad-valorem rate of 8D on share certificates,

. The rate Imscnbed in the KS Act (Aruclo 1'D for share

mﬁmmmoso.mpmu of the vale of shares

[ included in the share certificate. “No ad-valorem rats has been |-

preseribed, The corresponding article in the Stamp’ Act of

- [ Kamatake, Bombay and Dethi prescribes- ad-valm'em rate of
. _..olopaoemondwvalueofshmsmed , -

. _ Sincemad-\ralommmehnsbe:nprescnbed in theKSﬂct. [

no SD is being -paid by companizs registered in Kerala on
1smeofs}wmmdetnatfonnwharmmmpamesreg:swred .
in other states pay SD on the total velue of shares incliding
premium. HadmeGovermnentamendedthgmeofSDj
levidble ynder Article 17-of the KS Act as sd-valorem(0.1 per | -
c;ntofthcvalucofsimm)mﬂullmwiﬁloﬂwrm :
subétantial tevenue could have been generated. Failire of the | -
Government 19 prescribe ad-valorem rate of SD on' share |
oerﬁﬁeaseamuedmnodnnalhssofnvmuetothetumof o

ex 68 arore.

' o The Government mny cnmider amm:lmg Artiele 17 of KS |

T

DaestheDeparmum

the fact and figures
includedmthepmh

‘Act to. aﬁdvalnren rate of SD on shan certificates.
Yes - - . .
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b

| t not piease indicate the

aress of disagreement

NA

a)

Does the Department agree
with the Augit Conclusion

Yes

b)

Tenot please indicate the

. | areas of disagreement

N4

¢
.

VI

Remedial Action taken

3. The recommendation i accepiabic and necessary.
directions. have aiready been given to the District
Registrars/Zonal Deputy Inspector General of
Regiatration for obtainiag-data from the concerned

.department vide ¢ircular. oumber ~ RRSY.
1304172011 - dated "24.09.2012 -of the Inspectos-
General of Rogistration, :

4. Furthigrmore the. District Registrar {General)
Ernakulam ks deputed for the purpose to. detect |
omisslon of SD / to collect detaiis from ROC znd
onward  submissfon of  report and
recommendations in thiz regard. After the recelpt |
of the report/recommendations this. matter will be
examined closely by Government and will consider
amending Article 37 of the Kerala Stamp Act, - -

5. The concerned officers of ROC can also examine and |-
impound the instrument not duly stamped os per
section 33 of the Kersla Stamp - Act, 1959, The

. Government are also considering to issue circular
- instructions in this regard to all Head of the
Departments/Head  of . the Local .- 'Bodiest”

- Collectors/Public’ Sector Undertakings . ete, [n the

circomstances, the andit may be dro .

ST

-{ Gist of Paragraph

* | share brokets. :

jand Natignal Stock Exchange, the ttal number of share
4 brokers exscuting trades on behalf of clients based .in Kerala |

| were collécting and paying-SD 1o the Government of Kerala,

Pars 4.6.18: Non-remlitance of SD o contract notes by |

As per information received from Boinbay Stock Exchange |

was 220 and 221 respectively, Howeveronly 27 share brokers

Hence 193 share brokers who have executed trades on behiaf
of clieats in Kerala during the period 2005-2010in- BSC. and
194 share brokers in NSE whe had executed trades on behalf
of clients in Kerala hed not remitied the $D on contract notes. |
The SD involved in case of non-delivery transactions works |
out to 2,26 crore. . . o o
No database of shase brokers functioning in the state and -

-executing share transactions for clients in Kerals iy available - .

7781218,

| with the IGR. There was no_co-ordinmtion between stock_
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I exchanges, SEBI etc.

| The Government may évolve a mécluuil'm to periodically
‘| obtwin - detalls of twrnover of share brokers execoting |
| trades on bebalf of clients in Kerals from NSE/BSE to

examie, ensure and enforce payment nf SD aolleetcd by

‘share brokers from clients.
v 1 a) | Does theDeparmemagree Yes
the fact and figures =~
included in the paragraph * _
.b) 1 Jt ot please indicate the NA
areas of dJsasreement '
v a} { Does the Departmmuw Partially .
) -with the Augit Conclusion B
B) | It not please indicais the The share bfoking companies making bosiness i
. “arces of disagreement, | Kerala -and having their head - office/regional office in a
_ : paniculer district commonly remits the stamp duty in lhe
| district/subs treasuries situated near by their offices. They were
N remiiting the stamp duty based on their bnsmcss in & calendar
- | month mtheurhole state,
_ - At pessent about 48 companies were remitting stamp
| duty based on their. business. in the whole stete. The
coinpanies were informing the remittance of stamp duty to the
Digtrict ' Registrar concemed. ‘with relevant details and
-chalans. Detailed report regarding the deduction of stamp
| duty and stetsment were. subminting to the Govermnment at
regular intervals, A tofal callection ¥.6,07,18,457/- has
: beenrg:ort;dformeyaar2011-2012mttusmggrd
Vi |- Remedial Action taken

Mean while the Empowered committee of Stak |-

| Finance Ministers has taken up this matter with the Ministry |
-of Finance of the Tndia Government to evaluate e harmonized |

stamp duty structure across the state on Becuritiesfcontract

| 'notes Since different states charge different rates of SD. The
- | present system of levy has caused a.mblgulty espécially with
| respect to its Junsd:cuom‘l applicability and also multiple

incidence of SD. it is proposed that o SD shall be collected
by the State under any other clause or any Note of |

-t Memordndum or document associated with the transaction on

which depository/stock exchange has been autharized by the
CGovernment to collect the SP. The SD so collected by the
Stock Exchanges and depositories is proposed o be

. | teansferred within a fortnight of the end of the month to the
| concerned State Govertiment, having residence of the seller or

concerned dealing office of the broker.
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1

The mattér was intimated to the Tespector Ganernl
of Reﬂlmlhn and bis - office expressed positive
attitude/remarks for the Introduction of the aforesaid
Harmonized SD Structure. Government are actively
considering to introduce this system. Introduetion of the

| newly proposed system of imposing a uniform rate of SD

from the part of the Ceniral Government can prevent the

-1 evaston of SD as mentioned above in the audit para.

" Considering the above facts, the pars_may klndly

_ 'be dropped from the Report of Comptrofleir and Mn'iitor
: Gmral for-the year ended 31-03-2011

m

Gist of Paragraph

- | Para 4.6,21:4: Failure to ‘conduct fmspection of publu:

offices,

Enquiry with District gegismis of seleted distits and IGR |

revealed that no inspection of public offices was ¢onducted
till date 1o identify any fraud or omission in relation to any

| duty and so secure any stamp duty. (Section 68 of the KS Act) |

On this pointed out, the IGR stated thst District Registrars |
have been appointed to bs Collectors under Section €8 only
for the completion of procedures taken to deal with UV |
documents and the duty of public officers. to ascertain |
whether proper. SD has' béen levied for the instrumens
produced and impound the same. . .

‘The reply of the Department is not- acceptable since the |

Digtrict Registrars did not nOMInate persons to exeicise tha .

- powm under section 68,

We reeommend that the Depamnent may ftx the] .
micimum number of inspection of public offices to be

_carried out by DRs se s to ideuﬁfy cases of non-.-'
regisiration/UVY.

. a)

Does theﬁ'eparmimame ,
-] the fact and figures E

included in-the paragraph

Partially |

b)

Tt ot piass indicate the

areas of disagreement

Aspersect:on:!! of the KemlnSumpAct,evcrypersun

Thaving by law or consent of parties authority to receive, and
| every person in.charge of a public. office, except an oﬂ‘icefof N

palice, before whom “any instument, chargesble in his:

" apinion, with duty, is produced or comes In the performance |
‘of his functions, shall, if it appears w i that sch

instrument is not duly =temped, impound the same. Fof that |




' amenwhether:tisslampedmthastampofvaluemd

desoription required by the law in force in the State when

{ such instrument executed or first executed.

Therefore it become -thelduty of the officer in cherge of a

" public office to ascertain whether proper stamp duty. hes been

levieg for the instrument produced or comes in the

- | perforiance of his - ﬁ.mctwns and tm.pound the same for not |

duly stamped.

-.a).

Does the Department agree
with the Audit Comlusiun

Paially ..

T

‘areas

b0t not!:lease indicate the

f dlsagreemem

_The District Registrars are appointed to be eollectors
1o exercise the powers under section 31, 32, 37, 38(1), 39, 41,
43 (a), 46, 65, 68 of the above Act. In this, section 45 (A) has |
been renumbered as 45 (B) by Act 14°0f 1988 published in
Kemla' Gazette extraordinary no. 358 dated 22/04/1988. As
pér G.O (MS) No. 132/86/TD dated 13/10/1986 the District
Registrar are appointed to be Collector under section 45 (A),

46, 65 and 68 of the Kerala Swiamp -Act, 1959.  The

explanatory note of the said G.O explains that the powers of
Collector are given to the District Registers with a view to,
shecking the undervaluation of documemts. For the above

'| purpose the Kerala Stamp (Prevention of under valuation of

instruments) Rules has been framed and Collectors (Distriet
Registrar} are bolding enquiry in such manner as prescribed
Dy the above rules and taking appropriate actions.

Due o heavy work . load refated to

| AppealsiComplaints from Public, Conducting Enquires,

Society Regiswation, frequent - agsembly . sessions - and

: wrt'acmg of several land scams, periodic inspectionsfaudit as
_ | stipulsted by law, conferences by District lovel/Departmenta)
Conferences ete almady makes the District Registrar very

busy. Furthermore disposing of the Undervalustion cases
from 1986 is another i important time consviming and difficult
task in fropt of the’ District Registrar. Lack of suiteble infra-
‘strugture and appropriate staff strength is another factor,

i

- Remec‘ialhctiontaken -

1. All- the Zonal Deputy Inspector General  of
Registration and also all the District Registrar (.
(General & Audit) have been. instructed vide |
circular - numbered R.R.9-13041/2011 dated |

24.09.2012 to take immediate action in this regard |
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2.

.3

for monitoring and collection of details ncluding |,

sample of documents in which revenue loss as
mertioned above has been detected,

r

This depaitment is of the view that the proper
authority to realize such short falls are’ the
Collectors, or the Land. Revenue Commissioner
who is exercising general control and supervision

"on-all matters connected with stamp revenue in the

State.

Government are considering the matter by
giving the powers to the District Registrars for
inspecting  the public offices’ sutharizing
persons for juspection of every public office.

Government are actively considering to modify
the existing motification by appeinting the
District Reglstrars of -the Registration

Department to be Collectors to exercise the |

powers under section 45-B, 46, 65 apd'ﬁs of the
Kerala Stamp Act. -

- The concerned officers of Pubtic Office can also
_examine and impound the instrument not duly |

stamped as per seclion 33 of the Kerala Stamp

" Act, 1959, The Govemment are considering to

issue circular instructions in this regard to all

. Head of the Departments/flead of the Leocal

Bodiess Collectors/Public Sector Undertakings
ete, Considering the abave, the audit para may
be dropped. :

*

In

Gist of Paragraph

Para 4.6.21.5:

Recommendation: -The ~Government lt.i'ay I consider
establishing an Economie fntelligence Unit (EJU) in the
Depariment (o identify soarces from which-3D and RF

can be raised by conducting s study of Stamp Acts of In.

other States. The EFU may sko be vested with the
responsibility of coordinating with external ageacles to
obtain' data and verify that documents’ have been

registered. Where due, for the right value,
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a)

Dioes the Depariment agree
the fact and figures

included in the paragmaph _

Yes

.h)

It not plesse indicats the
areas-of disagreement -

A

ay

Does the Department agree
with the Audit Conelusion

Yos

b)

It not please indicate the -
“areas of disagreement

Na

Remedial Action taken

. ‘This depantment has already been taken'pro.per'steps

to raise the SD end RF from the documents registered,

- by introducing Fair Value in the state. Fixation of fajr

velue had made a salutary jmpact on the collection
hike s well 8% in decrease in number of
undervaluation cases feporied under section 45-B of

theKerala Stanip Act. _- L
. Al the Zonat Deputy Inspector General - of |

Registration and also- all the District Registrar
{General & Audit) have been instructed vide circular
numbered R.R.9-13041!20l1_ dated 24.09.2012 of the.
inspector Geneeal of Registration to take immediate |

. sgtion- in_this regard for the inspection of public

offices for monitaring the evasion of Stamp duty and
Registration fee which in tum helps the department. to
idemify sources to raise SD and RF. They are also
entrusted 1o obtain data and verify the documents to
check evasion of stamp duty. :

-3. Goverament are considering 1o modify the existing |
- notification by sppointing the Distriet Registrars of |

the Regisiration Department. 1o. be Collectors . to |
exercise the powers under section 45-B, 46, 65 and 68 ]
of the Kerala Stamp Act, for conducting inspection of
public offices.Government will actively consider the
matter regarding the constitution of a separate
Economic Intelligence Unit in “the department by

" appointing officials from the Government side’ and
- also fhom the depariment side. Considering the above,

the audit para may be-dropped,
[
& SHAY :
Additional Secratary torGowt,
Faues Dopariment
Gun: Secratariat

Ywavaranthapuramy




ENDEDSI 03.2 11 RR

‘I |- &) | Name of the Departmen: REGISTRATIDN -
b) | Subject/Title of the Rcvhw on levy and eol!u:lion ol'stamp duty and
. Review/ Paragraph registration fee.
<} | Paragraph Number 4.6.7 4.6.8, 46.9,46.10
d) | Report No /Year Report of The Compireller And Auditor Genernl of lndh
: . Yor the Year Ended 31.03.2011 (RR) :
n a) | Date of receipt of the Draﬁ 13.06.2011
Para .
o . RR/DP-4082/2011-2012
by | Date of Department Reply | 04.07.2011
il Gist of Paragraph "Pars 4.6.7: Trend of Revemne (Budget Estimates).
Chater Il para 14 of Kerala Budget manval stipulates that
the estimates should neither be inflated nor under pitched, but’
asawmasmcﬁ@bl&m-dapmmmﬂmﬂn
budget estimates wese preparéd in respect of stamp duty and
mgxsﬂaﬂonfmbyaddlngZ%mdSlm&omihemﬂ :
collection. -
Hemce we recommend that the department must devise al
more scientific basks for preparing budget estimabes than
. . | adopt a flat per ¢cent lnﬁatlnn;
v a) | Does the Department agree | Yes
' the fact and figures
included in the paragraph -
by . | It not please indieate the | NA
areas of disagreement
V | a) | Doss the Depariment agres | Yes
withthe Audit Conclusion
b} | It not pleasc indicavc the | NA
"} areas of disagreement . ’
VI Remedial Action taken There are no speﬁﬁc criteria existing for revenue budgef

preparation -in this department. At present budget relating
registration fees is calculated by the Registration department

and_relating - fo gtm_ps_-i;s-calculated- by Land Reveouo |
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.| Commissioner. Registration dépemnent it only operating

Head of sccount “0030-03-Regisuation Fees" apd budget
cstimate is cajeulated by taking into account of last three

.years trerid and adding 5 to 10 % excess on previous. actual

receipts.

Now the department has declded to consider a1 pore
scientific method, taking into account of the previons year

-| collection, the gemeral trend in real estate business,

considering the policies of the Government
registration fees etc for the preparation of revenue budget
regarding registration fee, ' .

Considering. the above facts, the para may kindly
be dropped-from the Report of Comptroller and Auditor
Genieral for the year ended 31-03-2011. i

m

Gisr of Prragraph

+ Para 4.6.8: Computerization of Registration Department,

Department enviseged an IT enabled solution for the |
implementation of the Compounding scheme 2009,
Accordingly, E-mudra software was developed by C-DIT for
managing the one time settlement Compounding schems as |

'_pertheuserrequimmeanspeciﬁcaﬁonﬁmishedbyﬂm

depariment. An amount of ¥.10.92 lakh was peid to C-DIT
for software development charges, database conversion stc.
TheefxixtiugPEARLDatahwewumandinmUnicode :
format. The software was insialled in the DRO's between
December 2009 and February 2010, i.e. 8 months after the
commencement of the scheme by which time 8.97 lakh
notices had already been issued manuatly, Cut of the .57
notices issued afler the installation of Exmudre only §6,190
notices were generated in 7 DRO’s through E-rmudra (2.44%)

'Rweiptsofremittanmmdemdﬂ-ins,lﬁcmm,

Online Data Updation Module could not be put-to use since
feeding of primary details had not been completed. Thus the
objective of implementation of E-mudra could mot be |

8

Does the Department agree
the fact and figures
included in the paragraph

Yes

b}

It not please indicate the
areas of disagreement

T NA

5}

Does the Departmemt agree

with the Audit Conclusion

Partially -
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Vi

3)

"1 It not please indicate the -

-areas of disagreement

“The - depanment Fas iniroduced the ome tme |

‘Settlement scheme in the financial year 2009-10, ‘At the time
| of implementing the scheme the necessary work flow end
" | procedure - for recording the transaction and event related to
| the systam was also worked out. On asseszment of the heavy
) mnalumrkloadmvolwdmtlwmnwdeadadm
“have web application in the place to monitor the scheme from

alllheoﬂ’oesomwmedwhichmllmbievaﬂoushﬂs
reportsmthcoumemed

Aeeordmglyc-mrmmmsmdmthmm&n]

| sysiem siudly end as per the user requirement

specification;
ﬂzcda!aoonvemonanduomohdanonof‘thedmbmmali
the SRO's was. undertaken and 2 front end application was |-

.| designed and developsd to fetch the details of documents that |
‘| comes under the One Time Sertlement -Scheme. The dat

| conversion of all the databases was undeztaken by-C-DIT, and
‘& web application viz. e-Mudma was developed and deployed
‘to monitor the scheme. The application was made to woik

beallyalsoduetoﬁewncemmconnecﬂmtyim'rhe-

Rémedial Action taken

lnorduwmtheopﬂmofthemmmg

' 'mm for the scheme, the départument has proposed to | .

engage dalz entry operstors on contract. basis to feed the
primary details of Undervaluation details into the spplication
system. This requirernent wis. felt in- view of the probable-
wolkload related 1o scheme which was to be managed by the |
Department staff. But the government. denied sanction to

‘engage - data entry gperatory on contract basis and the
_dwmmﬂmmmmwmemmm

- * onmmmerd:ﬂwuheme

. 'Slme.,-the staff’ smngth_ availsble with. the district.
ufﬂoesnivminsufﬁciemho‘hmdtheexﬁaworkload'dmmthe'

deputed with special duties in connettion with the scheme.

' The employees so deputed were given Graining in operating

me&Mudraapphmmnformommmgdnschm )
: Onrwemngmmlumxﬁnmthepubhcmm I:.

'dchymmwednhwmﬁbmdeROsmunphm
: wmdepumdwm_!hneaademmischgme it was decided

to ‘depute employees from the- Sub Registry - Offices on.
mhmsmmwmmmmofﬁesw :

~ g oft med,

776/218.




106

.| every effort to have an effective monitoring

{ application system proposed for the scheéme. The employess, |

whowe-giventxainhginopnmﬁng:hesymmchmge_d :
due o the rotation system mentioned above and it was
practically impossible to give hands on tfainibg to all
employees who deputed on rotation basis. This had adversely
| affected the sipooth functioning of the monitoring mechanism
over the.e-Mudm application and the timely updsting the
fransactions and eventy get delayedor ignored.

I - One among the success fattors of the scheme wag a |

fnolpmofmoniloringmechmism.TheDepamnqthasn_:gde
mechanism

through an IT enabled solution in this issue. :

Comidering.t_h“e-.abo'\re facts, the para may_ldhdly _
be dropped from the Report of Comptroller snd Amlﬂor'

| General for ihe year ended 31403-2011. -

Gist_ofParagmph

m ‘| Pars 4.6.9: Comaplisnce deficiency - Fixation of Fair{
Valnel.' - S
- | During the period of review, the SR’s had reported 26.24 per |
|-cent of the total. documents registered. as undervaluation
| cased. Out of this 25,25 per cent was decided by the DRs and
.26-per cent of the decided cases were setiled. oo
‘We find that the department was not.mannec_l by trained
‘officials to handle the huge number of undervaluation
R CASes accumulsting yesr after year,
v #) | Does the Deparunent agree | Yes
the fact and figures '
‘included in the paragraph
_ B) | il plesse imdicaiethe. | NA
.| 7 | areas of disagreement :
. : ] [
Vo1 oa DoestheDepm_-ummagme- Yes
with the Audit Conclusion | -
» ‘ ltnotplease'hiditmetl_ie . | NA-
' areas of disagreement ' *
V!_ _ Remedial Action taken

| During 20112012, under ST Scheme, 9 training

_ programs (3 Days - 30 Participaats) irelated o Act and
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Rales bas Geen given to various cadres of stally ia fhis

| department, through IMG - TVM, EKM and KKD, |

Under TTP “Scheme $ trainibg - programs were abo

| organized during 2011-2012, related to Act and Rules
| through IMG-TVM, - o

| Constdertug the above facts, the pars may Lindly be

dropped- from ke Report of Comptroller and Amditor |

' Gegeral for the year ended 31-03-2011:

HI

Gist of Paragmph

Para 4.6.10: Iﬁplemeluﬁbn of Conpotmdhg-&h.e.

The Govemment introduced eompounding schemes in 1997 |-
and 2002 for semling pending UV cases. Undér the first
scheme, liability of the parties stood- discharged on payment

| of 30% of the stamp duty slready levied, and in the second

scheme payment of 30% of the deficit SD and RF. On expiry
of the scheme in-2002 there were 4.85 lakh UV cases pending
settiement. Intmductionof&eamnﬂlyschme_atresﬂa;
iniervals and-farge number of UV cases remmining unsettled

. {8t the end indicated that these schemes were not effectively
| implemented.

The Government of Kerala ‘introduced a scheme for the
disposal of UV cases on2009. Under the scheme about 20,11
lakh cases invelving revenue of 2.2,409 crore-were Proposed:
%0-be considered for disposal and the Hiability of tie parties
stood completely discharged on payment of fixed amount
basedontheexMoflandmdlocality.Wemmaplem
verify the rationale behind the “determinstion of the fixed |
amount of duty; as such records were not availzble with the |

1 IGR. 'We mucedma(ﬂxemessivewmpomdmgmhmue
"| have been .more: generows than the earlier schemes in|
- | discharging the liability. We consider that such liberal

dispensations may deter prompt setilement of UV casés.

v

a)

'Does the Department agree

the fact and figures .

included in the paragraph |

Yes

5%

Tt not please indicate the
arcas of disagreemcni_

NA

a}

Does the Department agree

with thé Audit Conclusion ' |

Yes

5

It not please mdmaisihe
areas of disagreement

NA
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.-By-mwmu-mmof'mepubﬁcmmé'

Vi | Remedial Action taken
- : _ settlement scherne of 2009 and respective collection hike than
carlier scttlemeni schemes, . Government, - as per
GO(P)No.1S1/12/TD dated 25/8/12 have decided to introduce
omunwseulﬁnmtsclmmeﬁnmpowndmgofduuesm
respect of the under valuation cases pending ason 31312 |
Cousidering the above facts, the para may kindly be
dioppsd from the Report of Comptroller and Auditer
) Generll for the year ended 31-03-2011.
] Gist of Paragraph Para 4.6.10.1: Target and achievement of Compounding
L : ) seheme o . .
: Wenomndﬂmtbebewmmhadmadcemwtedeﬁomw
issue 15.54¢ lakh notices to under the scheme.
‘|- However, despite such efforts, the Department was able to
-mop up only T.69.22 crore in.2.91 lakh (18.73%) at an
average of ¥.2,380 per case under the scheme sgainst the
target of T.100 crore. .
"We_consider that failure of the Depariment to initiate action
-agalnst '4.73 lakh out of 4.85 lakh persons who did not
respond to the previous compounding schemes was mainly
-msponmbiefwmepoormpmsetodmmmpomdmg
scheme. i y
v |--a Does the Department agree | Yes
‘the fact and figures 9
inchxded intheparagraph
by ltnotplmsemd.tca:sthe .NA.
: mofdlsagmemem
v a) | Doesthe Dep_a:h'nent agree’ _Yes!!
) with the Audit Conclusion
b} i it not please indicate the WA/
areas of disagreement _
Vi Al dutics, pennifics end other. sams required to be

Remedial Action !aken

paid due to the widervalvation of instruments may be the
recovered by the collector by the process in force for the

‘tocovery .of arrears of land revenue. The revenue authorities
| have been instructed that only afler the departmentsl appesls

pmcessmuxhnuswd.revamemveryaouonmedswbe

| initiated.




109

Mmmemqueufornveﬁmm&yof'uv
s can only be forwarded to the Collector afier

._prooeduresu'ewmplaad.‘u.pah-

recommendations of AG, necessary direction has given 1o the
Dimﬁmkegimmwmkcmmmthe;pmdim

"AllZomlDewty_ImpmealufRngimﬂm
have been instructed to direct the District Registrars to. issue
finsl orders-on afl the pending under valuation cases as per |
the Kerala Stamp (Prevention of under valuation of
M}Me&l%s;ndmu&rﬂw'pmdinamdﬂ'

_valmtioncases.wthe[ﬁsﬁacdlecm.wmmdhr

R.evmuekeooverypmmdmss .

be dropped from the Report of Compiroller and Auditor | .

General for the year ended 31-03-2011. .

m:

. Gist of Paragraph -

Pars 4.6.102: Loss of revenne due fo short mouﬁ_l;_of '

_UV-mes.

Analysis of dsts famished bty IGR, TVM revealod that
2,13,190 LFV cases involving revenue of 50.74 crore, were not
brought - under compounding scheme -2009. The collection
ufder ¢ sunding scheme is €.69.22 crore. Based on the

Taverage collection of 2.2.380- per case settled under the

compounding scheme, the revenue involved in respect of
1.84,708 cases not brought under the sclisme in the ste
works out to .43,96 crore. - .

Lmkof,peﬁodicmonciﬁaﬁonofUVmuwmﬂ‘bym

" | \ith the tecords of UV cases recéived in the DROs and |

improper maintenance of records resulted in the short
accounting of UV cases. .

Thel)eparunm‘tnaytnkeuﬁmwmneﬂe.mhd
account for the missing UV cases for further action. '

v

)

Does the Depariment agree
the fact and figures

| included in the paragraph

Yes

)

Ttnot please indicate the

areas of disagreement

NA
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a) -

‘Does the Department agree

with the Audit Conclusion

Yes ) : .

b}

It not please indicate the
areas of disagreement

NA

Vi

Remedial Action taken

Cames.

| General for the year

The details collected from the District Offices were
consolidated and submitted to the Audit feam, ’

-directions. hisve been given to the District' Regisirars to take |-

action to “identify, reconcile and account the missing UV

Considering the above facts, the para may kindly
be dropped from the Report of Comptroller and Auditor |
31032011, - :

L

[ Gist of Paragraph.

would work out to ¥.545.81 crore

.| Para 4.6.10.3: Potentisl revenue remaining unrealized in

UVmu._

: 'iTmnumberofUVcasespending-seﬁIMtintheSmasun

31_.03.201[ is 12.03 iakh. Potential revenoe

: retnaining
| unrealized in respect’ of the pending cases that could have

bemrealizedin'dwnormaloombym;)f'ﬁmlum-
based on the average

colléction of T.4,537.. Even if all the pending cases’ were:

" setiled under the compounding scheme potential revenue that | .

could have been realized based on the average collection of
¥.2,380-per case under the scheme would be 7.286.32 crore.

We noticed thet no time limittarget was fixed for issue of

-_ﬁnalmdensby_DRthUme..Inﬂw.abmceofﬁml

mﬂersnoenfmmbledemﬁndwasaearedformommmding
cases for RR action in case of non- payntent of deficit SD &
RF-by_thecpncemedpmcsinUszes. :

Government may iwaplement 5 time bound action p&n o]
settle outstanding UV cases, o :

a)

Does the Depariment agree
the fact and figares - :

included in the patagraph

Yes

-b)

'l not please indicate the

areas of disagreement -

TNA

a)

Dooes the Departiment agree -
with the Ardit Conclusion

Yes
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b).

Trnot please indicate the

areas of disagreement

NA -

Vi

. Remedial Action ta.kén

"l Zonal Deputy Inspecto Genoral of Registration have beerr

instructed to teke immediate action to direct the District
Registrars for issuing final orders on under valuation cases as
per the ‘Kerala Stamp (Prevention of under valuation of
Instrumenits) . Rufes, 1968 and to refer the pending uader
valuation cases to the  Disirict Collecior concemed for
Revenue Recovery ings. More over, Government, as
per GO(FNo.151A2TD dated 25/8/12 have decided to
introduce cne time settlement scheme for compounding of
duucsmrespectofthcmdsrwluauoncmpandmgnsm

131312

Cnmﬁerhgtbegbwehﬂs.ﬂlepanmmlyh
dropped from' the Report.of Comptroller and Auditor
Genersl for the year ended 31-03—2011. "

m

| Gist of Paragraph .

Para 46,104 Losa of revenne — Short collection of SD
under Compmmding scheme. ’

lnSROKozh:kkode,mUVcasemvolvmgmmmof%

cents of land in eorporation area was setiled by collecting ¥.5,
000 instead of .81, 000 resulting short collection of T.76,

In SRO, TVM, three UV cases involving an ctent of mwore
than SO cents were seqled wndér the scheme collecting
'!36000mslemlof!7&mmﬂhngmshoﬂcollecdmof

?.42.370

| 1n SRO, Chala,onememvolvmganemxdoflﬂlhme :

wag settied under the scheme collecting ¥.13, 500 instead of |-
.40, 500 resulting in short collection of .27, 000, .

“The total short collection in 3 SROs mentioned is 2,146 lakk."|.

We are of the view thai the ebove mistakes occurred due to
application of incomect rate of compounding duty based on |
the classification of IandandSD already pe.id

v

.a)

‘Does the Department agree

the fact and figures

‘{ included in the paragraph

Partially

b).

It not please indicate the
areas of disagreement

leGovmmmtofKemlaumoducedommm'
compounding scheme vide GO (P) No.57/2009/TD dated
21932009wuulu1lpendmsmdewatmnon_cnmm&md

to the District Registrar or called for by hin: under sections 45
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TA. 45 B, 43 C of the Keria Stamp Act, 1959, which jclodes | .

the cases' that were finally disppsed off end referred for
revenue recovery proceedings for recovering the deficient

{ stamp duty. Under the scheme unsettled cases from 1986

were proposed 1o be considered for disposst and the liability
of the parties stood completely discharged on payment of
fixed amount based on the extent of land and locality. In order
to implement the scheme more effectively than eardier |-
. schemes, separste slabs were introduced with respect of

| extent of transactions.
V. | a} | Does the Department agree | Partially .
with the Audit Conclusion -
b).. [ 1 not please mdicate the _
& ! _ . o _
m.Of 18 . The documents releted to the above three offices, in the audit |
remarks also deserve the benefit of the scheme and thus the
 documents have been settied through this scheme. The
* : eollechonhIkeWhJIe-compmngmdnheearherschememelf
pmveslheeﬁecumcssofﬂwabovescheme
VI Remedial Action taken | NA
m Gist of Paragraph - Para 4.6.10.5: Imgular mpdnn under Compounding
’ scheme. ’
.| 1n SRO, Maradu oné UV case involving recommended deficit |
8D of -2.3.70 dakh and RF of 2.0.70 lakh and having an |
extent of 51.02 cents of land was-exempted as & case below § |-
eemsmpmmhaymhmﬁemgulurmphmmulwdm
loss of revenne of T.4.40 lakh.
v a) | Does the Department agree | No
" | the fact and figures |
included in the paragraph
b) {1t not please indicate the | The. action regarding this issue can be initiated only afier
areas of disagreement _getting the detailed report regarding. the document number;

‘date etc. Unfortunately nothing in this regard is mentioned in {

] the review repozt or audit para. So it is very difficult from this

endwmheckallthesenhdmsﬁuml%ﬁonwwds

- | through the dbove compounding scheme.
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Doss the Deparment agres

No

¥ a)
_ | with the Audit Conclusion |
: b) | It ot please indicate the .-Asmenﬁomdinlv(b) .
* [ areas of disagreement )
VI | | Remedial Action taken | N.A _
- | Considering the abave facts, the plrl'ia'ay Kindly be|
drepped from the Report of Compmller and Anditer §
General for the ysar ended 31-63-2011.
T | %) |Nameof the Depmmnt mmmmm
D) | Subjecvitie of the _ 3Mnrmuednemhekafmmnhmumecuwly
| Review/ Paragraph mfum pmiunn ol‘l(enh Stamp Act 1959,
"¢y | Paragraph Number. - 4619
n ] Dalcofrecmpwflhel)raﬁ B06201
L __ RR/DP-4082/2011.2012 * -
» Dm_e_omepmnem Reply | 84072011
m "Gist of Paragraph Para 4.6.19: Net.mumm‘meuue ue & nom-revision
S _o!ScheduleloﬂndlnPartanpAcnm _
: 'Apmpnsaltoestxmethemsungratcoffeeoflsmm
| under the indian Partnership Act; 1932 was forwarded by the |
DeparmxenttoﬂwPrmclpalSem;rymFebmnyZOOﬁ no
revigion. however has been. effected so far. The financial
mpwdmmmmmoffeedunngmehsﬂymw
6379Iakh.0ntl11npmm=dom.thelﬁkmdlhallhem
: hasbeeumponedloﬂ:e(}owmmmt.
o . Gwemmentmlymidarmha-uugkl‘ofhmmup .
N ﬁmhmofmmammutmmwu
P Ao
TV | @) |Doesthe Department agree Yo
’ ‘| the fact and figures
included in the paragraph ~ | .
b) | It not please indicate the ‘NA_ )

7787218,
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with the Auvdit Conclusion

dregs of d.!sasmenwnt
v a) | Does the Department agree | Yes
with the Audit Conclusion’
“b) | It not please indicate the NA
_ © | areas of disagreement ’
V1 Remediat Action taken Government have approved a draft bill for amending the
: Schedule-to the Indian Partne_nhlp Act.and forwarded to
the Legislative Assembly in the year 2011, and the same is-
still pending before the Legislative Assembly for |
melment. -
T | @) |Nameofthe Department REGISTRATION
b} | Subject/Title of the - Laoss of revenue due to lick of mechanism to e.ﬂ'octwely
Review/ Paragraph | enforce provisions of Kerala Stamp Act 1959
¢) | Paragraph Nuniber 4620
| 2 | Date of receipt of the Doafe. 13.06.2011
; Para -
. | RR/DP-4082/2011.2012
b) DﬁleofDepaﬁmenthpby RE T ETT)
I Gist of Paragraph ‘Para 4 .6.25: Working of Internal audit wing:
inspector General of Registration monitors thé functioning of
‘the IAW. Of the Registrition Department. The District |
Regigtrar (Audit) is responsible for conducting audit. The
-audit offices were being selected by giving priority o those
offices where the Registering officer was due to retire shortly.
During 2010-11 the 1AW audited 261 anits out of 303 units
planned for audn _
| Recommendation: The IA_W may be sirengthened by
- imparting training to the persons deployed for audit and
an lnurnal al Audit Manusl must be prepared.
-V a} | Does the Department agree | Yes
the fact and figures
included in the paragraph
b} | It not please indicats the | NA N
areas of disagreement.. -
V | @& | Does the Department sgree | Yes BE ' T
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b

It not please indicate the
aress of disagreement.

NA -,

VL

-} Remedial Actioh taken

.| The District Registrar (Audit) is msponsahlefor

'audnmtthuhRegxmrofﬁmThepemdmtyafmdnof
1 SROs is annual. Besides the andit conducted by the District
‘Registrar {(Audit), the District Registrar (Genersl). also

conducts inspection in alt SROs in the district annwally. Apart
fmmthls sm]:nsemspemnnmalsoeondtmdbythemsma

. andtmdh in 14 District Registrar offices annually.

- lnordu'wweﬁmhmthemtemn!mdit.anaudnmm

committee has been constibmed dlreddy under the head of
Joint Inspector General of Registration with Finance officer |
and section clerks. This committee conducted two sitting a1
Kozhikkode District and Wayanad District, in the last year to
dispoze of long pending audit paras. About 7080 per cent of
reports were disposed during the above sittings. Further more,

: 'schedlﬂemdsopmpued_forﬂnmspecummthemmtm
_-for mhea-dlstnct also,

During 2011 2012, under STP Scheme, 9trammg

programs-
| 3 Days - 30 Participants) related 1o Act and Rules has been |
'| given to various cadres of staffa those whe engaged in audit |-

and othier works in this department, through IMG ~ TVM,,

-1 BKM and KKD, Ummmsummm

alsoorganiz:eddunng20112012 rzlatedtoActandRules

thmughIMGTVM

By: accepting the views and reenmmendnﬁnm rendered by

_| the C.& AG through the above para in good spirit, this
_nfﬁeemonthemforlheprepurahonoleAManuL

-1 Cousidering the abovc fncu, the pun may kindly be
‘| dropped .from the, Report of Compiroller and Audiur
General for the year ended 31-03-2011.

Némeofﬂn[)epamﬁem

) REGISTRATION. _
By | Subject/Title of the - - Lmofmnuduwheknfmuhmhnmmy
Review/ Paragraph -

| enforce pmvhiolu of Keraia Stamp Act- 1959.

€.

Pa_lragrapli-Number_

4.6.21 -
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-

Date of receipt of the Drafi |

13.06.2011

Para -
- . RR/DP-4082/2011-2012
b) | Date of Department Reply: _ 04.07.2011
"HI- Gist of Paragraph Para 4.6.21: Internal Control.
‘ ' Para 45.20.1-Shortfal in inspection, ' - _
Inspection by IGR: there was a shortfall of 85 per oént in |
B inspcctionofSROsmdupwﬂpew_e_mininspecﬁonofDR-
: Offices. : : L
IV | a) [Doesthe Departmem agree { Yes
the fact and figures -
included in the paragraph
b} ['1¢ not please indicate the Na
-{ dreas of disagreement
SV ay Does the Department agree | Yes
© | with the Auidit Conclusion |
: b} | 1t not please indicate the NA
‘areas of disagreement : .
Vi Remedial Action taken Due to- heavy work load, fréquent asseeably
S _ mﬂomandanrmdng.otsmmhndmﬁehspm :
‘General of Registration conld mot inspect afl. the Sub
| Registrar and Distriet registrar offices i time, Earmest'|
offorts will be taken for inspecting alf these offices in time |
. | without makiug any arrears in future, - _ '
_ Considering the above facts, the para may kindly
be.dropped from the Report of Comptroller and Anditor
. _ General for the year ended 31-03-2811. :
W | | Gistof Paragraph [ Para 4621.3: Failure io i time EnaiUtarget for disposal
- : of UV cases. _— .
| During the period 2004-2005 to 2008-09 only 12,160 cases
‘out of 4.85,089 UV cases were reported for RR action.

- | However collection through RR action was effeited in 7,399
casesnnly.-lt'wa_sobservedthmuomgetandtimeﬁ-mwas
fixed for issue of final orders by District Registrarz in UV
“cases reported by ERs. Hence final .orders-inn LV -cases were
issued. only in about 10 per cent of the UV cases
reported/pending, : :

L We recommend that a time limit mey be flxed for disposal '
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areas of disagreement .

o _ of UV cases by DRs.
IV | a) Doe.stheDepamnemasme Yes.
the fact and figures E
inciuded in the paragraph - ]
b} | ltnot Pl.e.ase'.indimﬂw NA g
'] areas of disagreement - _
Vo[ a8 Doesme-l)_'eﬁmemagme Yes .
| with the Audit Conclusion, _
) | ltnot please indicate the -~ | NA
areas of disagreement ' o
Vi Remedial Action taken | Aa per Kerals Stamp (Preveation of amder valuation of
i ' ‘| Instruments) Rulés, 1968 time. frame for dispesing the
vader valuation cases by the District Reglatrar bave besa |
fixed. Strict direction has been given to the District
- chulnrtoahidebyiheﬁnellmhmﬂ:pucdth
pendingmu. N

" | Considering the ahove facts, the pars may Idndu In ’
dmppndfromﬂwkcpmofComptrnlhrmdm
General-for the year ended 31-03-2011.

iit ] 'Gist.tpfl’.amgmph- Para 4.6.21.3: Impmper mhtemu of records relatiog
' . UV, _ _

. DmngmoheckofﬂwwmmdUVcasesmntamdm
DRoﬁices,wefomdthmallUVmsrepomdbySRDs
were niot accounted in the register. No - periodical
mmd:anonomemmpomdlrySROsmd:mdsof

: '] DR offices has been prescribed and follows.
IV | a) {Does the Department agree | Yes
: the fact and figures ;
included.in the parsgraph
1 B |1 not picase indicate the | NA
' [ areas of disagreewnent
v a) | Does the Depantment pgree .‘;"es
- with the Audit Conclusion | -
6} | ot please indicate the | NA
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Necessary directions has been given to the District

vi- Remedial Action taken
: Registrars to take action to identify, reconcile and account
-] the maissing UV cases and proper maintensnce of the UV |
registers by nothg all the details.
Comsidering the above facts, the pars may ldldly
_ | be dropped from the Report of Comiptroller and Auditor | .
General for the year ended 31-03-2011.
I a) | Name of the Departmeat . - REGISTRATION
b) | SubjectTitle of the “TNon Conplhm of Provisions of Kerala Siamp At and
Review/ Paragraph Rules. )
¢) | Paragraph Number 4.8.1
) | Report Na /Year Report of 'l‘he Comptroller And Anditor Gmer-l of Indix
. for the Year Emled 31.03.2011 (RR)
7] a) | Date of reeeipt of the Draft 03.06.2010
P
- RR/DP-4066/2011-2012
b) | Date of Deparment Reply | 75062010
-1 Gist of Paragraph ME@!.QLM

'SROPam.TVM April 2011

Scruunyofmecashbookandrelaleddocumemsforﬂw

- | period from January 2009 to March 2011 and found that the
_cashremmednfmmmnmammlmshuﬂby?..

33,929/ in 15

Some of the glanngmmalmm
namated below.

o Collection on 080909 Was !.3308321- againet |
wtnchmﬂmwasmadefor!SZﬁBBZ{-

" = 'UV collection of on 25.09.09 was 2.205450/- against |

which ¥.193450/- only was remitied
. Gollecﬂonoffﬁﬂlﬂ-on29l209wasmmmd
. to Governmnent. .
" Collection on 05.01.10 was against which resittance
to!{;;femywuformﬂnngmshmmuquf
- ¥.200/- .

Bemdessbonrem:tl‘anoethcmmo&ermeguhrmwwmuh

" | are highlighted. -

¥ Receipt in respect of dxsbmeman of 7.390/ on
30,03.09 was not-noted.
> An amount of ¥.409779/-was posted in the payment

. side_of the cagh book as against collection and
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remittance of €.86,081/- -

Closing belance of 31.08.09 waa ¥.391837/-certificd
as against €.403123/-

Total entries of 15.09.09 was arrived as T.584202/-
against T.588802/-

Incorrest remission on 19.09.09 without indicating the
details of remittance of T.23360/-

Receipt as on  29.01.:2041 was T.213756/- but the
amountmmedon.'il .01.2011 was? 212213/

Tbesecmsareonlylllnstmwe.Almostallmungmﬂwwda
book was not conforming to the cash transactions. -

B

a)

Dogs the Diepartment agree
the fact and figures
mcludedmthepamgmph

Partially

b)

It not please indicate the
arcas of disagreement

Collection relating “A~ acount, UV and

Marriage on 08.09.2009 was ¥.326832/- and €.4000/-

- was collected for Will Enquiry. Actual collection of |
. 326832/~ was remitted into teamry on 09.09.05(.
- vide Chalan 126, 131.and 130 respectively. Collection’

of T.4000/- relating Will Enquity was kept in “C"

~acoount to met will enquiry expenses and also carried.

overtonextchys.l{mnoshmrenmam_

-gccurred.

Collection relaﬁng “A” account on 25.09.2009 was
T.193450/- and T.12000/- was collected for UV as
DB. Actal collection of €.193450/- was remitied |
into treasury on 16.09.09 vide Chalan 187. Demand-
Draft No. 9834454/ Federal Bank for ¥.12000/-
relating UV was sent to DR (Audit} for collection.

'Henbemmﬂmeemmd. K

Themllecﬁononzsum\nsmuhlammitmm
next day due vo Harthal on 29.12.2009. Actual collection

- of T100237/- (including the amount T.6011/-) was able’ |

mrermtonlyoniunm Hmomshnm .
occurved, |

Themlhcdmmm.lzzﬂmwuldnotmmdw
samedayduetolhrthl.Acma[oollecﬂmof
2.69000/-{including the amount ¥,8000/-) was able 1o
remit only on 30. 122009 Huumshnﬂmm

occurred.

. Thm oicurred a short levy of T.200/~ en

05.012010 and the same amount was remitted by
¢he ‘concerned employes in to the tressury on

31,65.2012 vide chalan number 337, Hence the item
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m-ybedrupped:

a)

Docs the Demt agree -
with the Audit Conclusion

L)

At not please indicate the

areas of disagreement

> While posting, omission occurred to enter an amount | -

. -of -390 "in receipt regirding Will' Enquiry on |

. 30.03.2009, 'I'beaboveclenca.[m;slakehasalreudy
been rectified. The actunl collection on 30.03.2009 is-
¥.3060624/- and the same has becn Temitied in to the
treasury on 31.03.2009 vide chalan number 471,

> The clerical misteke occurred in the certificate has
glready been rectified. The actual ‘cashi balance is
14{)3124:‘-

> Short femittance of T.80/= (which waa eollected
towards Chiity account -Actual collection is
236600/~ and not.¥36520/-) on 15.09.09 was

}-mnmdbytheeonumedmplnyuhulhe
treasury.

- # Omission occurred to post_ar_l amount of !.23360{— .
.-rdatinigchitho]leamnnnlgﬂgwmdmdybem
rectified. Actal collection of ¥.175635/ had remitted 8

mmmeuusurymzzoawvmemsss '

» cmmm,m while posting the actoal |
amount of T.4559/- relating “D” account on 29.01.11.
The “D” account collection of 31.01.11, Monday is
waongly posted in the column of 29.01.11, Sewurday. |
-Actual collegtion of ¥. 2122}3f-hadrmtnedmwh
treasury on 31.01.11 vide chalan 357, -

Vi

Remedial Action taken -

Therq:ommwed ﬁumthemsmakeglmmwsﬂmtm .
all cases except in two eases (05.01.10 and 15.09.09) the
amount collecied had been reitted e85 substantinted by the

‘ | remittance register entries, The deficit amount mentioned in

thetwudamhualrendybeenummedhmﬂuhuury
by&ewmmedemphyahaﬂoﬂ:umﬂmm_

mduemthcwmngentrymdclencalmmushbouk.

: lhisi'sswbydepcﬂngtlw'FinﬁnceOfﬁnermdBﬂabﬂahmm:"
. [section Senior Superintendent. Strict instructions have- been

g;venmlthnb agmﬁmmofﬁceonns.ouou 8.2011 1o |
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rectify the .inadvertent discrepancies and mistakes noticed in |
the Cash Book. It is also reported by the Sub Registrar, that | -
aﬂlhedismtpmciumﬁced-hiﬁwmﬁmklmbeen'

reaiﬁédandﬂlécahnmkismwmﬁmﬁndmpﬂly{

| Furthiormore the above issue pointed out by the. Accountagt

GemLhasbeenvihwedseﬁously:byliwde_pMand :
action has alfeady bepn taken to prevent thiz type of |
irmgularitiﬁh:ﬁmm.ﬁgmﬂalciwulmhasbeenimndin
the intention to take extrsi care to avoid this type of mistakes .
and also 1 strengthen the internal audit wing, "
Considering the above facts, the para may kindly be

drepped from the Report of Comptrotler and Anditor
General for the year ended 31-03-2811," .

Nﬁmeofthel)epa.rt:mm

[ - REGISTRATION
"5 | SubjectrTitie of the Non Compliance of Provisions of Kerale Stamap Act and ™~
| Review’ Paragraph Rales. R o
| c) | Pamgraph Number - . _ . 482 o .
&) [ Repont No /Year Report of The Comperoller And Auditor General of india.
. . jforthe Year Ended 31.03.2011 (RR) Co .
| ) | Dote of recaipt of the Drafi | BT F " p—
. Feca . . RR/DP-4028/2011-3012
8) | Date of Department Reply _ EEL T
m Gist of Parégmph Short levy due to’Unﬁerva‘l'nnt’inn of Property, .
SRO Rajalumari. Augast 2010, .
In two cases that the revealod in: documents

| retating %0 sale deeds registered on the saine day or Within 2’

period of one or two weeks in respect of landed properties o |-

{the. same locality and within similer festures vesied

substantially. The Sub Registrar bad ot reported thege cases' |
o the District Registrar, These cases should be. examined to

| see whether dhere is undervalustion.(Shart levy ¥. 71.71 lakh)

1:Doc No. 592/2007 and 648/2007 are undervalued while

survey number- 20/1 of Chinnakkanal Village = _
2. D0¢.2201407 undervaluéd compering with 2190/07.

| compering with Doo. Na. 580/2007- Propérties are in. sime | -

| Fropenties are in same Survey number- 20/1 of Chinnakkanal
Villag s : o

778/218.
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v

5

the fact and figures

 included in the paragraph-

Ne

b}

"It not please indicate fhie.

arcas of disagreement

[The andi team. compariog the documenis numbersd |.

58072007 and 219072007 with other documents humbered
$92/2007, 648/2007 and 2201/2007 comprising the same Re-

. Swveynumb&maderemarksﬂutﬂwlawrdocumennm
- undervalued for an amount of ¥, 71.71 lokk

: Itmwmmnﬁ:mthcvalueofﬂxepmpertyvanesﬁomplm

to place depending on. geography and topography. The |
dwelopmmiof&wmmumherwm;nmsthe
valueofpmpmywenthwghﬂaemrssmulamymk.s.

Number. It is  fact. that no absolute and accurate higher or

minimum value ¢an be pre determined. Value 'of a property 13

1 decided. by the buyer and ssller and there i3 no provision in-
‘i the Kerala Stamp Act or the law made there under, to

determine. the value of the property based on the value of the |

_ othier adjacent properties in thé same survey numbers.

Thcreusmpmvmlmgnnethatempowmthereglmng
officer to check the market value at the time. of presentation
nd 1o refuse to register the document on the ground that the

" document ‘was nof stamped on the basis of the market value.
.t Since the fair value was not prevalent in the state, there isno |
" | other option in front of the registering officer, but to aceepl }
1 the ‘documerit for registration. He has to agree with the |

consideration passed between the partics and set forth: in the

. docmnmAnmnbunfMgumu(casem)upholdmc"

aboveaspoct

Takmsahrghestvalmofapmpmymapuﬂmhmwy -
numbu‘asywdxﬂchnnddemandmsthempmefnrnﬂthe_
propesties in-the same survey number is not legally
sustainable. - Regxsmnondcpa:ﬁnmtkeepslitypesof
classification in 9 same survey number. This aspect is the

_ _basac principie behind the Fair Value fixation of land.

.. a)

Does the Department agree |
| with the Audit Coniclusion

No

D)

Tt mot please mdicate the
m.ofdisagcelm

The  following facts ‘arc submitted herewith, for|
ennsidmﬂou. ' ' T

NERY g%fnﬂCmfmmdwmcmlsofthedocummmlf. '
ltmobwmﬁmmcmpemesmmﬁomdmﬂnm
4372 ated in DO
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2, In the property description of document 59272007, it is well |
sta:edtlmthewestpomonofthepmpertyls“(}o\rmem
Tharissu™

: Bhthewcpenydmpumofdocumentﬂmommo,lus
smdd:atthempmuonnfthepmpeﬂyn Tharisyu”.

4. Thé District Registrar and the concermed .Sub Registrar |
mpomthatasummlmmmwdwhﬂemgimonthc .
.-anles stnted l.hl( Ll':* Etioge i Foperiics | -

mﬁm_ﬁmmmmmabowﬂsmmnw

: clearmnmauonregardmgthehsgkeroonmdemn.hutobe

admitted that the proximity of land in docurnent 580/2007 1o

thebmldmg.themmeflmdsunhasgsdm,funhtyetc

. -mllmmlymﬂuenoethepmehxkemthedmmlhmﬂn
documents,

lnsqmtenmal:hulargeawmoflmdﬁetcheshw
{. prica/cent than small extent.of land. It is also a fact That there |-
: wouldbetopographmlandaeomphica}wmwumhrp
' mpmperuesthmmllemmpmpams .

12 Funhcrmoremhﬂlymofh}akununmhdlma,m

-areas of land with different clagsifications and geological |°

difference comprised in doe survey number. In the

") nummber 20/] of Chinnakkanal village there are 13 different |
classifications with different values in the fair value chart.

8. The *“Fair vatue™ fixed by the Government on 14.12.2000
| e come into force on April 2010 for the survey mumber 20,
of Chinnakkanal vitlage is €.1,28,0004- per Are for résidential | -
plot with pnvatemndmss.andfﬁﬁ,ow 80,000? per-Are:
forl-hlluact\\nmmadm

%T}nnbovewofdlﬁereneeinvﬂuetsdmmbe
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socuments ynder remark,

Copyofthefmvaluechxnlsmchedhmwnhforpemsal i
regarding the chslﬁcamm and price dtffm'eme)

mmmmmmzlwmmum
out. Comparing two plots Situated in two different kar and
‘making remarks that the plots are same is not fair.

1 2.-Besides, the proximity of land in document 2190/2007 to
| the Blue Mount Resort (Propesty description — Esat), the
nature of land, vegetative growth, standing crops etc will
surelymﬂuenoelhepmeh:kemthedommtthmtheoﬂw'

. ‘document 2201/2007.
VI Remedial Action taken | Not applicable. ] T _
| Comsidering the above facts, and since there occurs ng |
revenue loss, the para muy kindly be dropped from the
1 Report of Comptroller and ﬁmmnr Gemral for the year
_ ended 31-03-2011.
! a) | Name of the Department REGISTRATION _
b} 1 Subject/Title of the | Non Complumc.e -of Pravisions nf Kerala Stnmp Ac( and
| Review/ Paragraph Rules. .
c} | Paragraph Number -4 82
d4) .| Report No /Year Report of The Comptmller And Auditor General of ’lndn
T -  for the Year Ended 31.03.2011 (RR) '
" | a) | Date of receipt of the Drait 09.052011 .
Para . :
RR/DP-4029/2011-2012
6) | Date of Department Reply ~ T 06.06.2011
M Gist of Paragraph [ Short tevy dus to Undervaluation of Property.

SRO Mulanthututhy. May 2010,

Case 1; 40.47 ares of land in Mulanthuruthy Panchayath: was
sold for rupees 4 lakh vide sale deed number 18672008 dated
16.01.2008. On the aext day the same property was pledged |

with Emakulam District Co-operative Bank Ltd againgt 8 cach |
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1 loan of 1 crore. Hwoethe'nledeed'numlmlﬂmsw-

nndewaluedmtheexmd%lakhmu}ﬁngshmlwyof
SD and RF of 11.52 lakh.

Case 2: Similarly 25.49 ‘ares (63 cents) of land in]
Chottanikkars Panchayath was sold for consideration of 12.60
lakh vide sele deed number 95872008 dated 06.03.2008. 38.4
ares of land in the same survey nurnber adjacent to-the above
property was registered as a sale deed on the same day for &
consideration of 106 crore. vide document 9622008 for
establishing software unit for export under STP-Scheme. This
sale was exempted from SD and RF shown in the document.
The two properties lie adjacent to each-other and are similarly
placed in all respects. Hence the property in document
95872008 was undervalued -which needs to be examined. The

| document was not reported as a case of undsrvaluation.

v

a)

Does the Department agree
the fact and figuires

| included in the paragraph

No

b}

It not please indicate the.
areas of disagreemeny

There is no prevailing rule that empowers the registering
officer to check the market value at the time of presentation

and to refuse to register the document on the ground that the |

docurent was not stamped on the basis of the market value. |
Since the falr value was not prevalent in ihe state, and

there is po other option in frent of the regiaterlog officer,
but he i to accept the document for registration. He bas to
agree with the consideration passed between the parties and
setforﬁlmthedocmnmbaofwdmu(mhws)

uplmldd:eaboveaspect. :

1. Sl;aramKamahavsSmne of Bihar, ILR39P51228(AIR
1960,

2. District Registrar v, Ittivirah John, 1975 KLT 486, ILR
1975 (AIR 1976 Eer)

3. Ramechandran vs. TheSl.nieofMahmshm.AIRl%l

.Bom 164)

4. K.RmswamyandGB Pa.tmal.kJJ AIR 1996 SC 1170 .
5. Balakrishnan vs. Digirict Collector 1996 (1) KLT 31.-

6. District Registrar vs. Lake Paradlse, 2001 (3) KLT 521.
AIR 2002 Ker 105.

-| 7. CMA No. 45/2004 of Hon: Dumchourt.Palaklud

Since Fair value was not prevalent in lhe_stale.l.hedapm
wap forced to introduce & system [ altemate arangeement |
{Guideline Value) which prevent the loss of reveaue due
under_valuation, by the way of seiting low value duning
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docmmmnonbythndocmnemwnm;tself Evenl.hou;h-
the guideline valus' has no atatutory  backing this|
administrative. reform fromn the side of Department helps the

| smodth funetioning of Sub Registrar’s- Offices and also
prevents the loas of revenue % the Government-to &n extent, | - -

by sesting low values in dooument. Instructions were issood to
subordinate officers not o refer documents registered with

1 higher valur. than the Guide ].lne value, for l.mdmn.lumon.

3 '
+{ with the ‘Audit Conclusion’

Does the Department agres

l No

b)

[t not please mdacmthe
areas of disagreement

The factor for determining or ascertain the value of property

| to sanction .a |oan ‘is entirely .different than fixing the

congideration of a propegty.

_Itualsnwbenotedthalthmugha(}ahanmrithlof&e i
property is tramsferred.

M&run%ﬂpmvenankwmnsmmeoondmfu
wmngloanmmmrmmbm(espemllymbenhvingﬂu
rigit to vote in governing body election) are very much relaxed. it
'mmmmntlmthehoardmlibmldummmhw
loan to their members. Here social contnet, recommendstions etc

{ plays important role than the market valoe of the property plodged.

Apant from this, the porsonal influsnce of the borrower over di
director board, local politics may also be. a positive factor, |

. Someunmhewuawellkmwnmmulnyandbmmm

nfdlatpammlarmﬂmcmdnwodnmss.mmupcny‘

" | and’ social mtm_nfthemqnber Play & vital role than the property

pledged.

.Inmmymﬂmmwhdemngﬁehmapmﬁnmthehnded
‘property otlier movable” fimmovable properties are also
pledged for' acquiring higher amount. which - will * not
mennmd in the Gehan presented for ﬁlmg

Com;unngﬂ:epwwomdocmmmmmbseqummgher'
valued Gehan sanctioned by another finsncial institution and |
'ammgﬁufnrmera;nndm-va]ued:snmw No
Registering officer can forcsee any kind of mortgage with |
respactofahndedpmpmyalmadymmmemdorwmidmhle
um'easeofpnncfmountsmuomdmlhesubmqnm('
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Iniﬁaﬁon:ofundefvalmﬁon proceedings must be carried out '

[ while registering the document as per the section 45 B of the |

Kerals Stsmp Act, on the same day itself. Comparing with the
| pre document, it is obvious thet the value has been truly set
forth in the document numbered 186/08. In ruch a situstion
mSubReﬁmhmﬁnbhw'mitmwm .

There is no rule prevailing that empower the reglmering
officer to initiate. undervaluation proceedings against a pre
document if thete is variation in values when compared with
the values shown i Gehan sanctioned By another financiel
institution. The above type remark is also mot logally
sustainable in the absence of Fair Velve.

As far as a Sub Registrar is concemed he is not liable to take
into account of the loan amount sanctioned for a Gohan |
msenmdbefmehimﬂeisoulyliahletochec'kwbmthe.
) pmpectymortgagediswithinhisjmisdicﬁon-‘mwhole‘oru
In Kerala, Co-opeeative banks are financially very scund while |
considering their assets and tum over. Co-operative banks usually
| senctioning joans are also ditferant while comparing with the
commercial banks. Here as far a3 8 Co-operative bank is consideced
rirket value of the property and limitation 10 30% of the markst |-
value never phys & vital role. for sanctioning loans as” other
commercial banks. ‘ ) ]

In the decament ftself it iy stated that the herrower has
been admiited the membership and create 3 Gehan -over
the property with the bank on terms and conditions im the | °
loan sanctioning order. Here the terms and conditions might
have beent obeyed by the borrower, has much impoftance for

The “Fair value” fixed by the Goverument on 14.12.2009 and
comie into force on April 2010 (i.e. sfter 2 years of the andit
remark and registration of document numbered 186/2008) for
the survey numbers 153/3 of Mulamthuruthy village is
T11466)- per Are for wet land. By comparing this. fair
| valae of 2010, wifk thiat of the consideration shown in the
| document 186/2008 { 9854/ per Are) there ocenrs Bo.
revemue logs ns pointed out by the audit, ( €.11.52 iakh)
| because the mentioned docwments were registered in 2008
i.e. before 2 years, - . “

Slneethegytagyinere&einmﬁheh
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‘anpredictable now a days, & noroinai decrease of vake per
m(t.lM)hmmmmgmmw.m .
2010 is' quite namral. Hence the para ‘may kindly be |
'] dropped from the Report of Comptroller and Audjtor
General for the year ended 31.03-2011. . -

Sase 2; Decumpent No. 9582008,

ln.ﬂieabseweof&ir_value,thoSuhRegisﬁarismpliableto. :
refuse the document, and insist the parties to make alteration
: on'thedocumnbyenlmiqglhevalnaﬁonofpmputy,.asai
condition for receiving and registration. of the document, WP
[ (€) 1319672006 dated 07.06,2006 _also upholds the above

The-Sub Registrar is also not linble to take into account of the
nmkmvalm,ﬂnhadtoagmewith-lhemsidaaﬁmpmsed
between the parties and set- forth in the document which
| depends upon the necessity of money by the Vendor,
FiuanciulpodﬁonoftheVenddr,lnMstonlhﬂpﬂtﬁcular
property by the Purchaser ete.. ’ . :

| Here te property mentioned in the document 632008 |
was purchased by a welt known company for establishing

software unit for expost, under the STF Scheme with the |
tonsent of the, Governinent of Kerals:: So to avoid legal | -

'j (Ponnum Vida) to the vendars in order to sart the project | -
within the time Uit stipulated. -~ = saidp

But this is sot the situation while considering the other
--domum%m.ﬂminlheabsmeoffﬁrvaluethe
parties set forth guideline value (assigned by the department |
io prevent revenue loss) in the document and the Sub
Regislmrhasno_reason to believe the document s |
undervalied and further not reparted for undervaluztion,

It may be. aiso noted that there is no provision in the Kerala
Stamp Act to determine the value of the property based on the
value of trensaction’ of the adjacent plot. For these reason the
above audit argument doesn’t seem 1o be legally sustainable.

Highest value in a locality is considered only whén
Government offers ‘compensation for langd acquisition. Alsg |
* { the ‘highest value of land in' the locelity is.not & criteria
.prescribed for consideration by the Revenue Divisional

: _Oﬁnar while fixing fmrvahu: under Section 28A-of the
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- Kenla Stamp AG, 1959, N
Vi Remedial Action taken | Not appticable; ' : .
. | the Report of Comptrofler and Awditor Gemeral foir tho
. | year ended 31.63-2011. LT
T o .| Nameof the Department | ' 'nmmim_non :
b) | Subjec/Title of the | Now Complinace of Frovisiens of Kerala Stamp Act and |
<) | Paragraph Number. | G2
) | Report No /Year [ Repart of The Compirolier And Anditor Gontal efindia|
: for the Year Ended 31.03.2011 (RR) .
U | #) | Dae of receipt of the Dralt |~ T
_ o _ * RR/DP40TI2011-2012
| ™[ Dete oF Depariment Reply | 14973011 __
I Gist of Paragraph snmmﬁim-uum' Property.
o . snoul I"_'-m‘m.. . ’ P .
| We ‘noticed buge variations in considesations in the SRO
. | Mundir in 11, sale deeds registered on the same day or within
a periad of two Of three days in respect of landed properties in'|
: .ﬂnmlmﬁwlm'm-mﬂm-MNﬁbym_
mmmmmmuemmmm
|t lesser rates were not referred to the District Registrar 25
IV [. 2} |Does the Department agree- No'-_
" ) | i ot please indicate the | }
#4523 OfSSGREEDL |1 The Giovermment of Kerat has no fxed mismern valus of
= land under Section 28-of she Kerala Stamip Act 1959, a1 the |
'ﬁmeofmgimaﬁmofdmmimdwwmm_
of Registration vide L. No. RR6/12815/2006 datsd 19.3.2007 ] -
thet untl the “Fajr Value” is enforced by the Covt the
dox brought for registration, with “Glideline Valoe” |
(imposed by he i) shatl not’ be . tnken up for
718218,
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undervaluation procesdings.

L] - __.___ LeeiLLR B i Ll
{ fusilities and lend conditions. ‘ﬂus is mdcm fmm the first,
. | sight itself while comparing lhc rwltuls and pmpdﬂy dwuls
L'___!E" at 155

| (Comparison statement attached)

—

Does the Department agree

th the Audit Conclusion

Partially

b)

It not ple.asc mdmme the
areas of disagreement

1.1t is evident and common that & large extent of properties

_MﬂwmﬁmhmeMeynmt&r,Mdiﬁumwh-

topography, vegetation, pathway, road with bemer facilities
¢tc. The land in document number 2180/2008 (Serial Ne.1)
‘with 2 survey sub division number with main NH Road )
attracts higher rate than that of the Jand in docuwmnent munber
2179/2008 with Panchayath Road access. thermo:eﬂ:epte
document is also different. Thus it is clear that the audit

-| finding by comparing the identical survey number is unfair |

and illogical and there occurs no undervaluanon

.1 (Comparison statement mdwd}-

2. 1t is brought to your kind notice that ail the 11 documents
under the Audit were not undervalyed because the lands

| having better road facilities and better condition of land
1 would fetch higher value than the others. In the document |

numbered 1t50/09 (serial number 11) two large. wells and
two three phase electric connections with motors are also
transferring afong with land while in document numbered | -
1151/08 no such facilities are transferred. ‘

Vi

‘Rernedial Action taken

| in-spite of the above facts, and even though there gectrs no |

undervaiuation, sue- mome action. under Section 45B-(3) of

| Kerala Stamp Act, 1959 had been initiated if respect of the |
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documnents Wwith serial number 2 to 11 by the Distiet
 Registrar within the time Timit and notices were idsued to the
parties. Further-more the cases were also inclided in the
compounding scheme. But the parties not remitted the

| amount. So again the District Registrar issued preliminary [
orders 1o the concerned -parties vide registered post. But the |-

pameshavenotrenunedtheamomyetandthefoﬂawup
wuonismprogmss E .

lmuauonofsmmmmmhasmuwemngofmg
audntremarks.andmmoecmsundavahatwnardmwe

| loss to Government. The comparison of documerts itself

reveals that there exists remarkable differsnces in land even if |
the survey mumbers &re same. It is only a precamtionary

..mmmmnfeguudsthemngﬁﬁmw

hab:lnywhhmspecnomeallegedmmlossmd

| personal
timely dlsburmeni of DCRG.

Consideﬂng the above facts, and since there occurs wo

| revenue Yoss, the para may Kindly be dropped from the

Repart of Comptroller and Aud.uor General for the year

_ | ended 310372011
T [ ") [ Name of the Department ' mnsmnom‘-
- b} | Subject/T; :tle of the _Non Complisnce of Provisions of Kerala: Stallp Act amd
Review/ Paragraph | Rutes.
o) | Faragraph Nuber T T _
9 Report No /Year Repart of The Comptrolicr And Auditor General of India '
. | for the Year Ended 31.03.2011 {RR) . .
I [ ®) | Dae of rectipt of the Draf 23022011
_ Para RR/DP-3970/2011-2012
. b} | Date of Departmem Reply . 15.06.2010 -
i Gist of Paragraph Short levy due to Undervalustion of Property.

‘SRO Kothnmapgatam. July 2010 +
We noticed in the SRO, . Kothamangalam that in thres cases

- | propetties mcasuring 26.30 ares; 22.26 ares and “16.69 ares

were sold for a sale consideration of €.3.28 lakh, ¥.3.52 lakh |
and ¥.1.60 lakh respectively. These properties were pledped
in various branches of Emakulam District Co-operative Rank
Ltd. Against cash loans of ¥.-21 lakh, T. 21 lakh and ¥.10 |

| lakh respectively within one or two days from the date of sale.

As such the sale deeds were undervaiued to the tune of
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[ 2448109 fior higher loan amoun.

%.17.72- lakk, T.17.48 likh and ¥.8.40 lakr respoctively and
|t Sub. Registrar did not repoit : a case
. - [ undervaiuation. This vesulted in totat short levy of stamp duty

| and registration foe of €.6.32 lakh, . C

" [ Documents mros.;_smm and 314409 vadervalued while | °

the matter a3 a case of

comparing with subsequent Gedian 59?108._.24%_ and b

v

8

| included in the paragraph

e

Partiaily

by

T 0t please indicaie the

| areas of disagreement - -

" Section 45 B, (1) of the Kersla Stamp Act, 1959 reads|

[t the Registering Oficer, Walg eginsiving amy |

instrument trangferving any property, & reason 1o delisve

| 1. nision of dervahustion proceedings muit be carried out |

“while” segistering the documnent ax per the section 45 B m}
refer™ mesns it is-the discretion of the Registering -Officer.

" ‘whethier to report or ot the instrument for undervaluation.

7|2 Comparing with the pro documents, it is. obvivas that ibe
| 'value' has béen truly set forth R

-887/08, 3143/09 and 3144/09. More over the highet valued

_ mammwmmuw
_ plahlmmmmina-ﬁebmhnmlebﬂ' '

a)

| with the Audis Conclusion |

Pertially

b)

1 Tepot pleaso indicate The
‘| areas of.disasre_em'em'_ '

T w'amm..nfﬁemumm,_ _
.2 As far a0 8 Co-opetative Bank is considered the, conditions for

| cotamion that the board take |mmmaqamﬁm_mim :
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mmm Hmm:ﬂmmm-um .

| impoetant role than tho murket value of the. propesty pledged. Apart |

fmmlhh.&omnﬂmﬂumnﬂhabnrmwﬂnw

| boerd-may also be a positive. factor. Sometiases ho was 8 well |-

mmwwumwofumm _
mnmmww M'ﬂﬂ"“"

. ~of the mesmber play a vital role thas the property pledged.

Vi

action, uivler Section 45B (3) of Kemin Stamp Act, 1959 bad.
been initiated in respect: of the above documents by the’

| District Registrar within the time Yimit and ‘incloded in the

Wmmmmmmmaﬁm .
Mandﬁuﬂwrmiainm

Inmmonofmmhunomwnhgofdmm
mnmuks.andﬂ:aaoommdﬂvalmhuonlyu'
medsure 10 safe guards the Registering |

| precauticnary-
Oﬁom,mimtpmallwhbtymihmpeubhdbpq -

mvmlo&amﬁmﬁcﬂhteﬂmdyldmebfm

Conddwhg&eabwchﬂ,nndmihﬂ'w“ .
revenue Joss, (he iteen may kindly be dropped frem the.
ﬂCmmhmﬂAumGuuﬂMmM )

. { Repart.
| coded 31-03.2011:.

ay.

choftheDepammm

REGISTRA'I‘ION

5

“SubjectTitle of the _
Review/ Paragraph

NonCmplhnoeoH’mhhuomehMMnd
llulu.

c)-

Parsgruph Nomber

482

4

RzpohNolYear

“~THeport o Ths Comptrolier AndAudhoer:lnﬂnﬂh

for the Year Ended 31032011 (RR)

8

" Date of receipt of the Draft

B032011
RR/DP-3969/2011-2012 -

R

.Mofanmm Reply ]

23022011

i

Gist of Paragraph

Short levy due to Undervaluatien of Property.

"..| SRO Cuatappuram. May 2038, |
.| We noticed in the SRO, Chalappuram that 23.72 cenits of land

. way sold in January 2008 for & salé considemation of 23.72

B mwemmmmlmw
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'oenmoflandmlhesamesurvcynumbwshmmgncomon

boundary with the first property was sold for a cnnsiderstion
of 12.50 lakk. As such-the sale deed exccuted for 23.72 cents
was ubdervalued to the tune of 35,58 lakh. However, the Sub- |
Reglmdldnotmponthemmerasacaseof
undervaluation, -

Document No. 61/2008 was undervalmdwhihoompmmg '

| with 1052008 comprises in same survey number 3478..

v

a)

DoestheDepmem agree-

i thefactandfgnms

included in the patagn:ph.

No

)

It not please indicate the -
areas of disagresment

L. It may be noted that there is no provision in. the Kerala
Stamp Act to-re determinie the. value of property

| registered on the basis of the value set forth in o subsequent

transaction. Comparison based on the iransection value of &
particular ‘portion of a land with another portion of land in

‘same survey. sumber at different occasion is not fair and also
‘acceptable:. 'I'hevaineofpmperxyvanesﬁ'emplawwpim

orevmlocahtywloca!ny,basedonﬂledemmdofﬁw
PNPW'-Y

2. Inscommnthatgeomphymitnpographyofaparucu!u
portion of a land is oot similar o the entire extent even

- | though it belongs 10 a.same survey number. The devalopment |-

of&em:sanoﬁwrfaﬂordemmmgthevalueofm
Besides * veristion, in vegetation, easy  access for

t water/electricity. connec:icm, easy access t0 gansporiation
) &cduyetcmﬂuemcﬂwvaluewenthbughd:mtsmmﬂmty

inR.S. 'Nl.lmbe.'r

P

DmstheDepm-nnemagme

with the Audit Conclusion

No

by

it not please indicate the
| areas of disagreament

I. Since fair value was not prevalent in the state
undervatuation cases. were increasing enormously. So the
department was forced to introduce guideline valug - system /-
alternate amrangement for preventing the loss of revenne.
Instructions were issued 1o subordinate officers not to refer
documents_registered with higher value than the Guide Line
value, for undervaluation, As stated ecudier in the

’ sxplanations, it ia scen that the value shown in the docnntent
"} 6172008 Is higher than the Guide Line valwe, The document

6!12008mdermmkwasﬂ:mefnmmtmpoﬁedﬁ)rlmdu

) Wmhytheresmtenngoﬁieer

2R is humblx stoted that _the_comparison of dgcument
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61/2008 with the “Fair value” introduced by the Governnent |-
is more relevant than comparing with the subsequent
document 105/2008 for accessing revenue loss. The “Fuir
value” fixed by the Government on 14,12.2009 and come
into foree on April 2010 (e, after 2 years of the andit
remark and registration of both documsentsy for the [
survey numbers 31/8 of Valaysaad village in €.62,500/- per
Are { Le. T25304/- yercanﬂl’orruidellialplntmﬂmut
road access: .

l-uutheparﬂessetfnrth_!.l.m,nw- per cent in 2008

.itself which is remarkably high, when compiared to the ;
| value fixed as per fair value in 2010. -

{Fairvalue atiached)

13, muno&mdmmemlomsmemmm
'!2.50000! per cent in 2008 itseif. Thevefore the revenue

giin to Government through the decument 61/2608 ks
¥.2,74,6300. and the excess revenue collected through the

1 document 105/2008 in the absemce of Lair valuc is

€.1,74,1404-, The total revenue gain to the Government
through both the trassactions is T.4,48, 770/,

This relevant, legally sustainable -and logical comparison
based on the value fixed by the Government, proves without
doubt that there ocours pa revenue loss of €5;51,4904 1o the

Government as pointed out by the audit team. :

Remedial Action taken

VI Not applicable.
T 2 | Name of the Department TREGISTRATION
- b) | SubjecuTitle of the Non Cnmpuanee of Provisions of Kerala Shmp Act and
Review/ Paragraph Rules. :
c) | Paragraph Number 482
&) |ReportNo IVear [ Report of The Comptrolier And Auditor General oﬂndi.s
_ | fov the Year Ended 3LI32011 (RR)
I | a) |Dateofreceipt of lhe Draﬁ , 23.02.2011
' FPara _ RR/DP-3965/2011-2012
b) | Diate of Depariment Reply 91.03:2011
HI Gist of Paragraph '

Short-levy due to Unde‘nialudt_ion of Property.
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SRO Buﬁunpnplm May 2010. - .
| We noticed in ‘the SRO, Seathamangalam that in December

2008, 2.22 ares of land . in Thycand village including a |-
i ..msoidforamleeonsidwaﬂonof!'A.%Iakl:_( -

building €.21,000/- ‘land 2.4,75,000¢-) In Jainuary 2009 the
-same

Ppropenty, without- any improvement in the land or
building, was sold for a consideration. of L2887 lakh
thuilding ¥.21,000v- land ¥.28,66,000). As such the document | -

| executed i December 2008 was undervaluid w the tune of | -

fﬂi?lhkh-]ﬁs.'mﬂhdinéhﬂxlevyofﬂmpdluymd

| registration fees of T,3.71 lakh.

Document No. 4281/2008 undervalued whils compering with

'| subsequent document Ro, 129/2009. -

DoeslheDepmtnnmasree__

v a) Yes .
included in the patagraph . -
b} | 11t plesse indicate the | NA
areas of dissgreement )
V[ ") | Does the Deparimeni agree | Voo
' with the Audit Conclusion - '
“5) | Tnt please indicate the ~ | NA
areas of disagreement
vi The District Registrar, Thimvansnibapuram s taben mas]

Remedial Action taken-

| No.57/2008/TD

motn action ageinst the document 4281/2008 of 8RO
Sasthamangaism, The Government ¢f Kerala introduced one.
time  settlement compouding - scheme vide GO (PO

dated 27.03.2009 to setlle all pending
underveluation cases referred to the District Registrar or
med-ﬁwbyhﬁnundersecﬁomﬁA.fiSB.dSCofﬂie_

| finally disposed. off and referred for “revenus rocovery
proceedingsfoneoowringﬂmdcﬁciqump@y. .

T]wafomaiddocmmtalspdesefmthcbeneﬁl’aflhe_
m.&nwumimﬁmhpwy-wmﬂwdeﬁch -
amound, But the party neither responded o the notice: nor
miuﬂmeoﬁmhwmﬁmhummkenbythe
Disﬁi;t_qusmngardingtbeabovpmdimwdmtimimryl




778/218, )




Na:fwof-thenepanmm
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&)

T ] ““REGISTRATION - _
b}, _Sub]u:tfﬁtleofl.he T _.Nmﬂ%eé!?rwﬁdmofxenhmm:md'
) 'Pmph.]flmnber _ 482
B [ RepmNeTVear Rspoﬂufanmpmlhr AndAuditorGﬂmﬂoﬂndh-
- - forﬂu\’ml‘mledﬁ.lﬂ.lﬂl](kﬂ)
"Il | @) | Daie of receipt of the Drall 3022011
. ) . RR!DPWH—ZDH
_ b) | Date of Department Reply o1.a33011
10 Gist of Parsgraph Slmﬂlevy due to Undervalustion ofPrepﬂ'(y
' o © | SRO Chatai. Mareh 2010 I
" | We noticed n tbe SRO, Chalsi that in Jusc 2009, 2.01 Ares
of land including a buikling was sold for a sale consideration
. of €4.0 lakh (value of land and building T. 2.0 lakh each). In
Sépternber - 2009  the -same was sold for a
em&aaﬂmoff.ﬁlakh[]md!l?ﬁlddlamihmtso
lakh). As such the document executed in September 2009 was | -
undervalued to the une of T.21.0 lakh, This resilted in short |
) Ievyofsumpdmyandmgamwnfeesoﬂalém
- Dooumemhlo. lﬂlmmmmmhoommgwhh
_ . . |-subssquent document No. 2437/2009.
"V | ) | Does the Department agres | Yés = .
the fact and figures i K
- | inéluded in the paragraph _
b by ummmm qNA-
- A _maééf-d'm,péement-
vV | 9 _Doesuwoepanmmgee Yes N
- .\mh!heAudit Conclusion
T . Itnotpleasemdlmthc --._-NA _
: mofdlsapeum o .-
i ammmm District REpEar, T ke swo-

mmmmmlﬂlmﬁmﬁﬂm

| The Government of Kerala introduced obe time seitlement
mw_&o (PO No.57/2009/MD) dated dated |-







(a} - | and procedures, para

) | Recovery of

fc) |assemsment, ahortlevyor | -

(d) | schemes and programmes ‘ --

e} | Review of similar

§DEEFADEVL
Additianal Secrétary to Govi
. Suses Dept., Govt. Secentunat -
PG -
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{a] | ' COMMERCIAL TAXES
b} | Subject/Tithe of the Review | Trend of receipt
Poragraph i .
{©) [Paragraph Wo. 2 S
"' i@ | Report No. and Year | CAD repart far the year ended
| . .. - . si-m.ml 1 . .
il {a) { Dafe of roceipt of the Deat .,
Review in the
| ) | Date of Department's Reply ;
Gint of Paragraph/Review Department wis 10 achieve a healthy
. i : growth rate of;69.38 % during 2010-11.
- . Thé Department need to streamline their
. -1 budgeting process to make the budget
v (a) | Does the Department agroc
|| with the tacte and figares.
‘inchudéd in the paragreph?
¥ not, Pleass indicate areas of K
gL . and also attach
. | copies of relevant documents in I
__ support _
Vv - |{a) | Doss the -
- with the Andit conchinions?
) | K not, please indicate apecific
| areas of disagreemont with -
also attach copics of relevant
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Agricultural Income during 2009-10 was R3.26.386
crores. But that for the year 2010-11 was Rs.45.28
‘crores. Qrowth rute js neardy 70 %. The reason for
hlghergmwﬂ:mtewhenmpmdmmvlmlmrh
thehllowins

By the Finance Act 2010, the period for Amnesty
Scheme  was further extendsd from 01.07.2010 to
31.12.2010. Average price of rubber and cardamom kg
was increased significantly. Average price of rubber/kg
was incressed from Ra.140/kg to Rz2.240 and that of
cardamom was mureased from Rs.750/kg to
Re.1000/kg. About 90% of the income
derives from compenics. During the year 2010-11
almost all companies were fanctioned in full swing and
attained a record profit,
Agricultural income for the years 2011-12, 2012-12 &
201314 was Ru.43.28 crores, Ru.1928 cuores and
Rsﬂmﬁmrenpecuvely
Detailaofcoﬂecumﬂ-ohmfmmzom -11 to 2013-14
is showm below.,

Budoct

estimate Conection{Rnin
Year {Ra in crores) crores)

2010-11 12.00 ___45.28
2011-12 1449 - 43.28
2012-13 _15.98 19.28
' 2013-14 23 99 22.43

memammﬁwiallmcﬂhchmdunngzom -13

and 2013-14 are due to low price in plantation crops

such as rubber and cardamom and heavy loss
sustained o major companies in the agricultural sector. |-
Difference between budget estimate and actnal receipt
during the year 2010-11 and 2011-12 is due to the
reason that the budget estimate was made without
taking into consideration of the unforescen cxigenciss
ususlly prevalent in the Agricuitural sector.

AIT ig levied on the income received from crops. Twﬂng
ofcropnindependmgupnnthedmmmndmmnoﬁhe

®)

pointed out by wadit
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(e}

@ |

& |




it was noticed in andit that the out Gial
ATeRr  meaceament pending, the
Rssessment completed was only 21.84%.

m)

®
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VI -
- Amﬂngmﬂmﬁmmmﬂanﬂdupmmghhmed
ltnprovement in system | asscsament under AIT waa 6314 Nos. Addition during
{a) and procedures, 2010-11 including remanded cascs was 2706 Nos. Thus
inchzding internal the total no.of assessments to be completed wan 9020,
controls. - | Number of assessment oompleted during the yesr was
: 1970 and the closing balance was 7050 nos.
But the Department fignres show that opeming
belance was 6314 nos. Additlon during the year was
- | 935 noa. Thus the totsl pumber of assesament to he
completed was- 7249, Of this, number of asscssment
. MWMWQMd“m]’m
-| for completing.
mammmmm»mm—
141is below.
Year, - _n’be Complsted | Balance
2009-10 9740 - 3426 6314
[enon1] 7280 | 2630 4619
| 2011-12 | 7366 2633 4723
2012-13 7458 2997 4458 .
| [ 2013-34 | 6406 - 3350
.| The balence number of asscssment to bo at
the end of 2009-10 was 6314 Nos. But at the sazoe time’
- mmummammuhwmm
Nuwmmwuﬁmmmm
. amthu th-!nt :
b}  { Recovery of overpayrent
. out by st
1 | Recovery of under :
c).. mm_mw -
] in the schemes
da and prograomes -—
] Review i
. camen/ camplite
-ehmefpdwtinﬂulight
of findings.of sample check - -
by Andit findings of sample
check by Audit

778/218,

~ S.DEEM DEVI _
Additional Secretury to Govt
Tanes [lept., Gowt. Becretariat
Thiravananthapuram




lhe-mmntﬂmadhnobmedin_
--| Audit that the ue implication of
. [varions eudit objection. was Ra.42.53
£rare in 199 paragrapha, Cut of this, the
Depariment  accepted '

observations involving 3.14 crore and

Teceived an amount of Re.0.47 crove.
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- Remedial action taken
' | Azsessment has been revined in almost all case, where short
1 .| Improvement in “{ levy -pointed out by Acciuntant Genersl is sustaining. The
~ 1ia} | system and | entire amount pending for realization has been recommended
: ‘| procedures, for collection under Revenue Recovery. Progress: of collection
| including internal . mmwwmmwmm
month. 'lhedetdhhﬂ‘m brenllecﬁmunéﬂ
: Wueﬂmmynmﬂﬁ.ﬁhhdvmhﬂw .
JAmcarDemand = |Rs.49A42crores
Biay by Court {before RRC) -] Bs.15.50 crores
Sty by Govt, (before RRC) ST -
: : i Au -] Ea,5.29 crores R
To be Write OF _ ] ¥.1.04 Croves
' action -} Rn.3.34 crores.
RRC fo be issued and wppeliate | ( Ra-4.37 crores
ordern to be given effect - S . :
e b e TS —
. X - 1 [} R0, P .
| Stay by Govt. (after RRC} ) Rs.17.83 crores - '
suy by Appellate Auuuhy -] Fs.0.30 crorea
. ) Amouuteuﬂembleunéerm Ra.1.45 crores
| S S . Collection _1{-) Rs.0.87 crares
1 -t X ‘balance Ra,0.58 crores
{b) | Recovery of R ;
orerpayment
out by anddit
. Recovery of under
e} asscsament, aiiort levy -
ar other dues
| Modification in the
{d) |schomes and ) -
. programenes inchoding -
e m%m
- cases/complete
achemae/ project in the
light of tindings of -
sainple check by Audit ’
findings of sample
chack by Audit

- B.DEERA DEV1
Additions] Secretary to Govt
Taxns Dapt., Gove. Secritarist
\'I‘himmm.hpnmm
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Remadial action taken

The_lnmd&udﬂwmdthenepamuntm

Improvement in system wed 01.062009. No. of inspections
{a} | and procedures, ‘conducted by the Internal Audit Wing in the AIT units sre
Including internal very leas, Detaila of inspection from 2009-10 onvards in
Office Fromto. | NO- Of [ goryy | Balmnoe
oT/0211 |
AT & CTO to Tnos | O 7 nos
Kalpetta 11/02/11 '
- IAcam, . [J3/0/12 1, 4 12
Idukid - | DD8 nog
17/03/12
08/10/12
AlT & CTO ]
" “ | o . Tnos {0 7 nce
Kanjirappally | 12/10/2012 '
Direction has been given to the Internal Anéit Wing of the
Department to conduct maore inspoction 1o the ALY files
: vide letter No.E1.8100/12/CT dated 27.08.2014.
(b) | Recovery of overpayment . . :
Pointed out by audit :
Recovery of under
(c) - | assesmnent, short levy or -
other dues .
" | Modification in the
{d) | achemen snd -
{e} Rwiu;ufdmilar
i cases/complete
scheme/project in the
Light of findings of -
sample check by Audit
findings of serrple cheock
by Audit




{a) | Department -
_{ (b} | Subject /Title of the Roview Resulta of Audit
{c) | Paregraph No. 26
{d) ReportNo.andYear- C&AG:epuﬂhrthnmrendad
. _131.03.2011 .
- [T e} | Date of veceint of the Draft
’ Review in the
{b) | Dete of Department’s Reply
m Gint of Paragraph/Review | 1t was noticed in Aundit that out of test
o - | checked the records of 23 units related to |
'mmmmmdm )
A and other involving 17.07 |
‘crore in 59 cases during 201¢-11. Out of
. : o - |the above mmount the 'Departmemt
- : ' coliected only 0.03 lakhs in cne cass.
IV | (a) | Doce the Department i
- |- | with the facts and figures
inchuded in ?
I not, Please indicate areas of
(b} | disagreement and also attach
) copies of relevimt documenta in
v (a) | Does the Department agree -
with the conclusionns? -
-(0) | If not, pleane indicate specific
- areas of disagreement with
reanans for i and
aleo attach capies of relevant .




151
Remsdial action taken
_ Observation dAmmnmtBﬁndM’& .
" .;alﬂprwmmthsyatm 2010-11. Short levy involved is n-.w.orm;?mw;;
S0d procedures, - cases. Of this ahort levy of Re.7.54 crorea is included jn
mmdu&ngmtcmﬂ tbepn_rwnphﬁums.a.ltos.aﬁnithec&&arepmt
trola. for the period ended on 31,03.2011, With respect to the |. -
1MW) mpavarydmmt i -
ted out by audit
- | Recovery of under
{c) .| assessment, short levy or -
other duea '
@ | Modification in the .
schemes gad programmes | -
(&) | Review of similar '
g et ‘
cheodk by Audit of " h
eample check by Audit

~ S.DEEPADEVT
Additionnl Soeretary to Govt

Taxes Dapt., Govt. Secretarint
Thirevananthapuram




(a] | Department _ COMMERCIAL TAXES
{bj | Bubject/Title of the Review Audit Observations
Poragraph _ :
-| o) { Parngraph No. 37
{d) { Report No, and Year ‘C&AG report for the year ended
u 31.03.2011
I (%) | Date of receipt of the Drait
y/ Review in the ;
{5} | Date of Department’s Reply
o Qist of Paragraph /Review - There i@ need for the Government to
inducting sirengthening” of the intemml
audit. Non observance of provisions of
Act/Rules, incorrect determinadon of
income/interest, grant of inadmissible
L ses/allowances,
¥V - | |s) | Does the Department agree Yes
with the facts snd figures
included in the paragraph?
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As per GO (MB) No.130/201/TD dated 14.08.2014
Improvement in aystem Government hes decided to restore of Audit Asscssment
) and procedures, - Wing with a view to the proceas of audit as
inchyding internal therr: is limitation to extent the working of internal andit
controls, wing with the limited manpower now available.
Communication has already been given to the
cﬁm_mﬁatthemohwvmuofmiﬁmdw
{Rules in comvect determination of income [ interest,
| grant of inadmissible expemse / allowances. Vide
Circnlar No.16/05 dated 23.07.2005,
) [ Recovery of overpayment
ited out by andit i
| Recovery of under
fe) assessment, short levy or - IRRC
other dues : ] f
Modification in the "
{d) schemes and progracumes -
including financing
(¢) | Review of aimilar
casen/
echeme /pavdect in the
light of findings of -
check by Audit findings of
sample check by Audit

778/218,

- 8.DEEPA DEVI
Adifitional Secretary to Govt
Toxes Dopt., Qovt. Becrctariat

Thirvrananthapu:am




Gist of Paragraph/Review It was observed in the Audit_ fhat whils |
. . prwinimwhlchm:lud-inlhmhvyot
. ] tax and interest of Ra.7.54 croes as
i : mentiched in 3.8.11t03.8.3
(=) Does the Department agres Yes i
1
" H not, Pleane indicats areas of
{b} and alsc attach.
copies of relevant documents in
. 8]
(w Doe.theDepmm -
with the Audit ?
(o) ltnot.phauind.imelpedﬁc
" . | arcas of disagreement with
reasons for disagreement and
also attach copies of relevant
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Macumhhn

®

Observation of the Accountant General is that most of
the assessing officers are not adhered to the directions
regarding preacribed tax ratc oo agricultural income,
m&mhmedmmmmmq
interest on balance paysble. The observation of
Accountant QGeneral in parss 3.8.1 to 3.83 ars|”
discussed ,

bl

ic)

| @

(e

~




COMMERCIAL TAXES

[E8-7261/11)

Income mascasment.

3.8.1.1

Ch AG

ended 31.3.2011 -

28.3.11

L]
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Rs.5,02,62891/-.

‘The andit observation based on

dated 24.12.2003 on 9.02.2011.
The grosa loss shawn in the order
is Re. 5,64,37,912/-. 60% of this
amount is Ra, 3,01,57,735/-
which has to be reckened as loss

(o
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- ‘Improvement in systern h.m_mm1Mmmwmmmwm
(@ | and procedures, 24.12.3003. The loss painted out by the Accountant
inclzding internal Oencral is based on the CIT order dated 24.02.2004.
-controls. But&emmpanymedwalmmltﬂnm
arder dated 24022004 mnd the CIT amthori
implementcd the Appeliate order an 12.12.2007 The
Depuwcmmwmutmmml.comm
‘hay modifisd the arder on 7.06.2010. )
Iti the modifled order CIT au has anscaned loss
for an amount of Ra.5,02,62891 /-,
hubmmdlﬁedbythecrrmdlmmthmﬂy.me
Inspg.Asst. Commissioner, . v has modifisd
| the provisional order dated 34.12.2003 on 9.02.2011.
membunhminﬂumdcrhhs.ﬂ,ﬂ,ﬂz!—.
60% of this amount ia ' Ra. 3,01,57,735/- which
mmhuchnedumhrm“umm
flhempm'iunmiuginlouiurtheymﬁm B
. | 1999-2000 to 2005-06. Henco there is no question of | -
— .| Tax effect or revenue loss in this case,
(b} [ Recovery of overpayment i
it
Recovery of under
fc} | asenssment, short kevy or —
other dusa
_ Wodificatioe, o the echemen
{d} snd programmes including -
=) Revh}r similar
canes/completn
lchomcfp?;cﬂnmellm .
of findlinga of sample chack —
by Audit Sndings of sraple
check by Audit

N Thirgvananthapuram




Income escaped
. {E8-18524/11) .
lc) | Paragraph No. ag.1L2
(d] { Repirt No. and Year - C AG rgmg_:endedal.amll
{a) | Date of receipt of the Draft '7611
Para/Review in the t
(b) | Date of Reply 2.8.11
Gist of Parngraph /Revicw thhﬁuahmgthemtd
. a public sector  company
M/u.Kerala Forest
1 Coerporation Lid. for the year 2007-
08 in Inspecting Asaistant
Commissioner, Kottayam, the
asseaning  officer ailowed an
smount of Rs. 1.33 crore being the
cost of the failod plantations. As
the cost of rddngh“ﬁﬂed%
plantations is a capital '
will not “qualify for deduction
under secton 5 of the KAIT Act.
‘li'lmi.rregl.l.l.ardcml.eticmrtm.!.ltm'lii:l1
escape of income of Rs.1.53 Crore
with tax effect of Rs. 76.57 lakh.,
(a) | Doca the Departoumt agree
withi the facts and figures Ne
included in the ? _
I niot, Please indicate arean of | The Corporation is cngaged in a
{b} | disagreement end also attach | particular mode of operation of
copies of relevent documents in | agriculture, apart  from tl:;_
support.
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or lhlmght, the number whith




Improvement in system operation of agriculture, apart ftom the tommon
(=) and procedures, -_wmmanﬁudraidngplmuﬁmnmdmm
including internal income out of fta vield, ‘The “corporation -is reising

. Planiations solely for felling and salew of wood. The
income derived out of the asjes of this wood is disclosed
in their return and to i
Tax. As the final product is subjected 1o tax, the cost of
ruining it ought to have been allowed . ;

. of plantation is & very common phenomenon.  100%
success cannot be expected for raising eny kind of
plantation. 10 to 20% of the plantad will
perinh when it attaine maturity, io normal
According to climatic conditions, the ¢ will atill
raise. . if there is heavy rain or drgught, the number
which comos out will further reduce. ‘Thus whenever,
there is raising of new plantations, there will be fkdure
of plantitions end cost of failed plantations. . This
cannot be denfed. ‘This in a well settled fact. But this
Teport was not considered by the AG Hence
the defocts pointed out by the AQ has been further
exumined by the CCT in accordance with Sec.5 of the .

' KAIT Act 1991 and found thet if there i no income for
raising during a year no expense can be
“| allowed. The CCT has granted sanction for
m“mwmmmmwm

) ) the AIT assessment for the year 2007-08
vide Ir.No.E1-8100/12/CT dt.11.8.14.

{b) . | Recovery of overpayment '
pointed out by andiy -

) Recovery of undar

(c) | asscssment, short levy or -

- | other dues -

Modification in the schames

{d) mm{mm&q -

{e) - | Review of ebtmilar
casea/ complate
acheme/ project in the light
zmm" dlumph -
check by Audit

7781218,




T
{b} | Subject/Title of the Review Incoms asscsament.
- (B8-18536/11) -
(e} Ro. 38.13
| (e | No. Year C& AG mmslsmu
{a) | Date of receipt of the Draft 74611
Para/Review in the Depariment |
%L‘MMM_'_ 16.11.11
| Glat of Paragraph [Review Whﬂeﬁnlﬁnngﬁ:emtd
a public sector company M/s.
Kezala Forest
Corporation Lid. on the ralls of the
Inspecting S t
Commissioner, Kotteyam for the
year 2007-08, an amount of Rs.
31.83 lakh being the smount of
developmont of property [(Coat of
miging tea, coffee and cashew
| wrongly allowed as deduction
under section 5 of the KAIT Act,
This resulied in eacape of income
of Re. 31.83 lakh with i
tax effect of Rs. 15.92 lakh.
(8 | Dots the Department agree
with the facts and No
| included in the ? :
| i not, Please indicate areas of | The Foreat -
[b) | disagreement and alec attach Corporation was asscamed to
: cnpwaoftdevmdouumenuin Agricultyral Income Tax to a net
support {Agricultural Income of Re.
: - {40,83,370/- for the year 2007-08
vide order dated 02-12-2009 of
{Inspg. - Asst. Commissioner,
| Kottayam. It is pointed out in
sudit that the amount of
| development of property written
off, wan wrongly aflowed deduction
U/S. 5of the AIT Act. The ismie of
development of - property had
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1L smu-xqm 19-

" 09/IAC/AITCT/Kottayar
Para VB{ij) )

decmm in AITA 41703 and
- 23/04 Dated; 07-04-2005 had
accepted the Contention of
asscesec stating that it had not
mnltedml'l.utlngmdurmg
benefit to the enterprise in
insue” relying on an oarlier
decision of the same Tribunal
TA-38/97, which had reference
to the decimion of the Honble
Supreme Court reparted in B41
TR 277. The asseszment for
the year 1997-98 to 2001-02
were modified in the light of the
Tribunal order. The Accountant

conformity with the provisions
of Sec. 5 (1) of the KAIT Act
1591, but had later on

this objection on the basin of

discussiona held in the Digtrict |




(HQMI/ 19-1617 /08-09/819

Level Audit Convmittes Meeting
on’ 11-06-2009 and 12-06-2009
in the office of the Inspecting
Assistant. Commissioner,
Commercial Taxes, Kottayam.
by the Accopntant General on
04-09-2008 vide report SRA

and
dropped on 10-09-2006 vide
. J 5/ 19-GL-ACM
KTM f09-10/324 dated: 10-09-
2009, .




of written off, was wrongly allowed deduction
U/B. 5 of the AIT Act, The issus of development of
property had been reised in eartier audite of the

3. -ma:lmmns-oymwm;s-:wm Dated
10-09-2000 of the Accountant Ceneral in item
No.72 .

4. SRA (HQYI/19-1617/08-

09 /TAC/ATTCT/Kottayam Para VBii}
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SRA (HQINIT/ 19-1617/08-09/819 Dated: 04-09-2008
and dropped on 10-09-2009 vide SRAHQ)I/ 19-GL-
ACM KTM/09-10/324 dated: 10-09-2009, But this

assesement year 2007-08 vide ir.No.E1-8100/12/CT
at11.8.14 : _

()

(c)




A R

ROt YIRS g

| COMMERCIAL TAXES

- | Income

escaped aasossment.
(E8-18526/11}

3.8.14

EEGEE

Ch AGQ report ended 31,3.2011
7.6.11 :

| b}
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- Remedial action taken

(a} and procedures,

Forest Development Tariff ia a levy introduced by the
Corporation on the aale of their products, set up for
carrying out research and development activities of the
Corparation. The department had the view that it is an
independent levy on the purchases. It will not form part
of income. The decision of the Hon'ble High Court of
Kerala in Haji Mohamed and others reported in 12 -
KTR 62 clarifies thin position. It is clearly held by the
Hon'ble High Court that Forest Development Tex will
not form part of the trirnever of the selling dealer. The
decision is squarely applicable here wlso, in the fmcts
and circumstances of the case. It is not at al

case, vide AITA Nos. 41/03, 33/04 dated 07.04.2005,
But thig report was not favorably considered by the AG.
Hence the defect has been further examined by CCT in’
accordance with Sec.4l' of KAIT Act 1991 and found
that Forest Development Tariff will form part of the
revenue of the company snd also will form pmt of
Agrl.mmmemuewo{mZolm 1991,

The CCT has granted permi seion to reopen the

amsessment year 200708 a3 per letter No.El-
ElOD/HfCT ded.11.8.14, :

by Remvu-yad‘wummmt

e} wasesament, shoit levy or

(d) |and programmes including

{e) Review of aimilar

778/218.

89/”)

«« §.DEEPA DEVT
v MvbiStienzl Secratary to Govi
Yuimos Dupt., Dovt. Becroturiat
~, Thirewssanthapuram .




[ IR Tined]

COMMERCIAL TAXES .

{a) | Department
(b} | Subject/Title of the Review hoo?cmedm
{c) | No. " |3.8.1.5
(d) | No. Year C& AG report ended 31.3.2011
¢a) | Date of recelpt of the Draft 28.2.11
Review in the
fbl ! Date of Department's Reply 22.7.11 ' :
Gist of Paragraph/Review |1 the case of domestic compeany
M/s.Cochin Malabar Extates and
Industries Ltd, on the rolls of
Inspg. Assistant Commissiones,
Mattancherry, who had income
fram both manufactured tea and
|@xeen tea leaf, the amsessing
anthority Bnalized the ansessment
for the yesr 07-08 in November
2009 asacasing only 60% of the
income of Re.39.34 lakh derived
from the sale of green tea leaven as
réturned by the company.  The
omisslon to assess  the -entire
income of green tea loaves resulted
. in short of Ra.7.99 jakh.
{a) | Does the t agree i
with the facts and Yea
_linchuded in the ?
o | Hnot, Plsase indicate areas of
(b} | disagreement and also attach
copies of relevant documentns in
_Support
{8} | Does the Department -
with the Audit conclusions?
(®] | If not, pleane ndicate specific




171

Remedial action taken

i {a)

Improvement in system
and pracedures,
ineluding internat
controls.

The audit objection is based on the provisional order
dated 28.11.09 which was based on the return filed for
the yean 07-08. lt has been specuicaily mentioned in
that order that the assessment completed is subject to
medification on preduction of Central Income Tax (CIT)
Order.

In the light of audit, assessment was revised u/s 41{2}
of the AIT Act as per order dated 9.2.11 by the Inspg
Agsst. Commissioner, Mattancherry. Escaped income
from green tea leaves is assessed to tax. There.is
sufficient amount to carry forward the loss of
R5.3,24,15,658/- from 99-00 onwards to adjust the iax

| due Rs.7.99 Ia]{.h at Re.50% qus 15,97.775/-.

Since thete is sufficient amiount of loss to be carry

o - forward to adjust the tax due for the year 07-08 no

| Year- | Date of order | Amount - of [ Gross loas

revenue impact in this case.

Since .the above report was not cansidered by the |
AG the assessment records from 99-2000 to 07-08 were
called for and verified by the.CCT. On verification it is
revealed that final areessment based on CIT orders up
to 07-08 were already completed with the following
result.

loss
99-00 21.12.01 32415658 | 32415658
00-01 17.11.03 . 134122649 66538307
01-02 31.3.03 | 28422050 04960357
02-03 28.12.04 TO20856. 101981243
03-04 17.8.06 16040048 18021291
04-05 25,9.07 i 18522787 36544078

05-06 . | 10.12.07 (| 17046338 53500416
06-07 | 22.12.08 7651230 - | 145930186
fincome}
07-08 9.2.11 | 6544759 106978769

. {fncome)

‘Gross to be carmied forward to 08-09 Rs. 106978769
1145939186 {-} 6544759 + 32415658]

The cscape of income pointed out by the AG i3 Ra. 1598
lakh with short levy to the tune of Rs.7.99 lakhs.
Assessment for the year 07-08 was finally completed on
©9.2.2011 based on mudit objection rs stated above. As
there is sufficient amount of ioss te cover up the
eacaped income the short levy in the audit objection has
no reveaue impact.
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{b}

| Recovery of overpayment |
- pointed out by audit i

e )

! Recovery of under
. assessment, short levy or
other dues -

)]

e

Modification: in the

; schemies and prograrames
| including financing
pattern

tel

Review of similar
cases/complete
scheme/project in the
light of findings of sample
check by Audit findings of
sample check by Audit

Secretary to Govt
mm::.a«t- Becretoriat
», Thirrvananthaymeant




(g} .
() { Subject/Title of the Review Income escaped asacsament
| Paragraph (E8-18327/11) -
No., - 3.8.1.6 C
Report No. and Year Ch AG report ended 31.3.2011
{a) | Dete of receipt of the Drak | 7.6.11
Pare fReview in the
b] | Date of 's 23.7.11
Gist of Paragraph/Review In AIT & ST office, Nedumkarndam
. . while finalizirig the asscssment of
an  asscasce, 5¢i.8.B.Sankar,
Devagiri- and Cavery Estate,
caah
syetem of accounting {Scptember
2009} the assessing authority
failed to add an amiount of |
R3.19.48 lakh realized from
| sundry debtors of the previous
in escape of Ra.19.48 lakh with
| consequent tax effect of Ra.5.84 |
lakh. The actual short levy after |
wonld come to Re.4.43 lakh. l
() [ Does the Department agree '
| with the facts and fgares Yea
included in the paragraphy -
If not, Please indicate areas of
{b) | disagreement snd also attach
copins of relevant documents in
nu
(&) | Does the Department agree -
with the
(b) [ ¥ not, please indicate spectfic
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Ilmod.h.lloﬁutlln

improvement in syntem
and procedures, :
incuding internal
controls.

‘!hebnohd‘mununfthedealumvuﬁedmdﬂw
assessment for the year hes baem completed accepting
with net loss on Ra.1,50,221/-. On further verification
of anrmal return and mudited statemesnts by the

| Accountant - Gemeral {A), Thiruvensnthapuram, it was |-

noticed that an amount of Re.19,48,194/- as difference
in sundry debtaxs which resulted in a shart levy of tax
of Ra4.43 lakh for the year 08-09. In these
circumatances the - Commercial Tax  Officer,
Nedumbkandor iswued notice u/s 41(1) of the AIT Act on |
95.11mmmwmmmdm

| 14.6.11 with tax Ra.3,63,072/- and interest from 4/09

to 6711 {27%) Re.95,329/-, Asscsament order and
DemnndNoﬁca_mhmedmdnﬂodmthe.duleron

Remvuydmm




e}

@

3
|




T
b | Subject/Title of the Review | Irregular scjustment of loss.
(E8-6261/11)
6} | Paragraph No. 3821 . -
[ Report No, and Year ___| C& AG report ended 31.3.2011
1) DmafmeuiptatheDcm& 28.2,11 .
Para /Revisw in the )
_ | {bt | Date of s 8.8.11
| Gist of Paragraph /Review In office of the Inapg. Asst
Commissioner, Mattancherry while
finalizing the asscsament of &
domeatic compeny M/s. Cochin
Malabar Estates & Industries Lod
for the asscssment year 2007-08,
accepted adjustment of income of
| Ra. 49.47 jukh derived during the
| year agalnst the loss of Rs. 16.70
| crore  cauried from
| amsessment -~ year 1998-99
| onwards. Adjusting loss relating
to 1998-99 against the income
Jemmed in 200708 resulied in
| eacepe of income of Rs, 49,47 lakh
having a potential tax effect of Ra.
24.73 Iakh, :
(2) | Docs the Department
with the facts and figures Yes
| inchudod in the P
~ | -} ¥ not, Please indicate arcas of
(b) | dismgrecment and also attach
. copies of relevant documents in
{a} | Does the -
| with the Audit conclusions? —
(b} | K not, please indicate specific )
{arcas of disagreement wi
also attach copies of relevant
where necessary
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Remedial aotion taken

(@)

Improvement in system
and procedures,
including internal
controls.

07-08 9.2.11 6544759 106978769

i‘nheolzieeﬁmpuintedouthythcmunmcmis :
based on the provieional order dated 28.11.09 and the
defect pointed out has been set right in the revised

angegsment order dated 9.02.11. There ia sufficient

amcunt to carry forward the loes of Ra. 3,24,15,658/-
from 99-00 onwards. The quantum of the loss to be
carry forward to the year will be subject to the
asgessmnent orders to be jssued by the Inapg. Anst.

‘Commissioner, Mattancheiry, for the concerned

previoue years, which would be on the banis of the CIT
orders to be produced.

Sinoetheapdvercpmmn(:temnidmd-byﬂm:\ﬁ
the assesanient records from 99-2000 to 07-08 were
called for and verified by the CCT. On verification it is
revealed that final sssessment based on 'CIT arders up
mmﬂsmﬂreadycompleudwimtheﬁonowing
reguit, : .
Year - | Date of order | Amount™ of | Gross loas
: loan

99-00 1211200 _ | 32415658 | 32415688 |
00-01 " 117.11.09 | 34122649 | 66538307 .
0102 131.3.08 28422050 | 94060357 |
02-028  128.12.04 | 7020856 | 101981243
03-04 _ [17.8.06 16040048 | 118021291 |-
0405 [25.9.07 18522787 _ | 136544078
0506 110.12.07 17046338 | 153500416
0607 |22.12.08 | 7651230 | 145039186

Groes to be carried forward to 08-09 Re. 106978769
(145030186 {-}) 6544755 + 32415658}

As per the final assessment order for the year 06-07
dtd.22.12.08 the grose losa aveiled for adjusting
towards the year 07-08 iz Re.195939186. The |

- assessmeny for 07-08 was finally completod with income

of Ra.6544759/- and the groes loss of Ra. 106976769,
The groas lows carry forwarded ia cnly from 2000-01
cnwards. Thersfore, the irregular adjustment of carry

| 778/218.

forwarding of loss pointed out by AG has been rectified. |
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However in the mssessment order for the year 07-08
£r083 loss was arrived by carry forwarding the loss frow |-
99-2000 onwards., This s uregular and same to be
carry forwarded from 2000-01 cnwards instead of 1999-
2000. This will be rectified. o

()

Recovery of overpayment ]
pointed out by audit

{e)

Recovery of under
asscsgment, short levy or
other dues

L]

{e

| canes/complete

scheme fproject in the

) light of findings of sample

check by Audit findings of
sample check by Audit

‘bapvram




COMMERCIAL TAXER

Irreguler adjustment of loss.,
18532711}

38.2.2

Ch AG report ended 31,3.2011
7.6.11 o ' .

2.8.11

Whﬂeﬁnahmgtbemtd
| & compsny Travancore Rubbers
Ltd., om the rolls of the Inapg. Ast.

.| Ra," 3,80,500/~ . and

Commisaicner, Kottayam for the
2005-06 in

EEE

short levy of Ra. 1,90,250/-. Total
short levy worie out 1o Re. 11.67
Iakha.

T

Does the Department agree
mﬁxﬂwfncnandﬂsum

included in the paragraph?

[ Partially

H not, Please indicate arcay of
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disagreement and alno aftach
copiés of relevant documents in

)

Does the Department agres -
with the Audit conclusions?

(b}

"Mplemhdmteapudﬁc
arcas of disagreement with

. o .nftelwﬂ
also attach copics !
documents where
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Renedial aotion taken T

: | Improvement in the face of records which was rectified vide i
e | system and 18.05.2011 under section 42 of the AIT Act 1991, But the
.| procedures, incorroact caryy forwarding of loss pointed out is not correct. At
‘including internal | the time of assseamient, the anseiaments for the years 2002-03
cantrols. and 2003-04 were muclified in appeal by the Agricultural Inooane
: Tax Appeilate Tribunal and the Deputy Commissloner (Appeals)
respectively which were not given effect to, due to the nom
availability of records. - Afterwards, the appeilsts orders were
given effect to. When the appeliaze arders were given effect on
l&BSMll&ehﬂuﬁngmthemm
Netloufarzpoa-_oa Rs. 29,598,145
Net incams for 2003-04 Ra. 2,24,199
Thus the fgures illastrated in the andit objection will
change to the following position. I :
Asumt. | Date of|  Ne Net Joss | Setoff. | Balance
year |revised | Income | fixed tobe
| : _ forward
98-99 | 05.12.06 - 81260 NIl | 81360
99-00 |05.12.01 - 2183835 ] _ wml 2265095
00-01 | 05.12.06 - 3240760 NIt | 5505885 |
[01-02 |21.04.06 | - 1 Nii___[ 7170700 |
{0203 (160811 - NI | 10168850
03-04_| 16.05.11 | 224199 - 294109 | 9044451 |
D4-05 [ 04.11.06 | 4776980 - 4776980 | 5167671
05-06 | 16.05.11 | S046504 - 5046504 | 121167
Thus there is no incorrect cary forwearding of Ioss. There
in atili an amount of loss of Re. 1.21167}-tobecarned
| forwarded to the subsecquent year 2006 after adjusting all
i %M&Wh&emm,mmw |
b) | Recovexy of . : o
| e
i Recovery of under
{c) | asecssment, short -
levy or other duce
| Modification in the
{4} | schemes and -
PrOgTAIImes
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e}

Tuses Depl,
Thirgvanknthagurss




COMMERCIAL TAXES

(e} | Departosent
(®) { Subject/Title of the Review Qrant of inadimissihle
Paragraph . (E8-18512/11)
i) |  No. 38.3.1 .
| {d} | No. snd Year - Ci AG report ended 31.3.20]11 .
o {a) | Date of receipt of the Draft 7.6.11 1
. Review in the .
| b |Dateof 's 297 1t
m © | Gist of Paragraph /Review "Whike finalizing the asssssment of
. ‘| an assessee M/s.Fathiia Parmas, |
office of the IAC, Waynnad for the | -
assespment 2004-05, 2005-
06 In Fehruary 2007 and 2006-07
in October 2008 respectively, the
sevessing officer alowed .
of  Ra.1594 lakh
incurred. for the ropairs  of
residentinl building. The incorrect
alowance of expenditure has
regulted in exceas carry forward of
loss of Re. 1594 lakh having|.
potmﬂll tax cffect of Re. 7.97
{a} | Does the Departmeni agree '
.| with the facts and figures Yen
included in the h?
i I not, Ploase indicats areas of
(b) | disagreement and also atiach
coplies of relevant documents in
L e :
v {a) | Doea the Department agree -
with the Audit conclusions?
b} | If not, please indicate specific
sreas of disagreement with
reasons for disagroement and
also attach copies of relevant
docunents where
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llnoﬂuluﬁuhhn

Improvement in system
and procedures,

inchading internal
controls,

| Act as per

Mfs'mmmm,%m&m.w
Wayanad ia a registered assessee on the ralle of the
Inspecting Assistant Comnissioner, Waymnad, The
dealer haa filed return for the assesament years 2004~
05,  2003-06 and 2006-07 with Audit Report in Form
No.3B an prescribed U/s 34(1) of the AIT Act 1991.

The criginal anseasment of the anseqnse for the Fears
2004-05 o 2006-07 were completed as under,

Year of

Gross Lean
14697392
11817822

20298179

17131612 | -

In audit the Accountant General has observed that
expenges incurred foi repairs of residential Rue.
5,96,094/-, Ra. 4,66,536/- and Ra. 5,32,589/- for the
years 2004-035, 2005-06 and 2006-07 ively is pot

Teppectively
| an allowsble cxpense u/s 5 of the AIT Act and the
't incorrect allowances of expenditure has resulted in

cxceas carry frward of loss of Re.15.91 lakhe having
potmﬁalm_eﬁeetka.?.il?hldx. .

in view of endit, assesaments for the 2004-05,

2005-06 und 2006-07 were revised u/e 41 of the AIT

order deted 5.8.2010 and loes fixed in

original order is reduced s Ra. 60,99,066/- Rs.
1,35,251/- Roe. 47,81,201/- respectively.

]

Recovery of overpayment
poluted out by audit

| Recovery of under
assesament, short levy or
other dues

Modification in the
i o P
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778/218.

(@ | Review of simbar _
casea;e?u'nplm — .
scheme/project in the .

.isamp;.hy Audit-ﬁndh@-p:i o .
aple check by Audit - | - -
" S.DESPADEVE . )
Nadiiomal fneretary © Oo7 |
. umms Dot Qort; Bocretaridt
“W‘\-cgqmm




la) |

{®) | Subject/Title of the Review Gn.ultofm;i;:lmdhleexpenm
Paragraph No. ‘ 3.8.3.2 '

d] MNQ.MY&

() | Date of raceipt of the Draft

mgmmmm

Dmﬁm%m .
wM_Giato(Paramph/Reviaw :

Docs the Department agree
with the facta and figures
included in the

b

If niot, Ploase indicate areas of
disagreement and also attach
copies of relevant documenges in
support .

18 deriving income
and expenditure in the
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i.
3

(&)

Does the Department agree
with the Audit conclusiona?

Mil2ar.
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Remedial action taken

- improvement in system

M/a. Forest Development Corporation ia a public sector
engaged in the plantation businees. The

undertaking
() | and procedurss, Corporation is  deriving idcome “and incurring
! including internal expenditurs in the regular course. Certain part of its
controls, inmcnndexponditurewhmrehwdtopmviousyears.
are accounted by the Corporation under ths head “Prior
Income” end “Pricr perind expenditure”, Both
the income and expenditure arc derived and incured in
the cuwsrent year itself. . The Honorable Agricultural
Income Tax Appellate Tribunal Addl. Bench, Kottayam
had- issued clear directions to asimuliancously assess
miorpeﬁodhmmemdaﬂowmiorpaiodw,in
mdmmwithhwﬁdethekOtdaNo.MTA!ﬂOSm
6/08 dared 2.7.2009. But this report was not
‘connidered by the AG favourably. Hence the defects
poinledmtbytheﬁﬂhasbeenfunhcrmnedby_the
CCT in accordance with Sec.5 of the KAIT Act.1991 and
maintenance relating to an accounting year can be
the assessment yoar. The CCT has granted sanction for
reopening the case with directon to the ing |
authority to revise the AIT assesament for the
asscaament year 2007-D8 vide 1.No.E1-8100/12/CT|
dt.11.8.14 ’
) Recovery of gverpayment
pointed out by audit
| Recovery of undar
" [le} | sescsmuent, short levy o -
Modification in the schemes
4 nndptmmg:meludin; -
{e] .| Review of aimilar
casea/complete
scheme/project In the light
of of sample check -
B rae
theck by Audit .

3 >
b S.DERPA DEV]
- Addtviogal Bectetary to Govt
Tanea Dapt., Govt, Secretaria:
Thinvvananttoq.
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APPENDIX I1I
APPENDIX FROM AUDIT REPORT

- (Para 4.4.17)
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