Audit Report (Revenue Receipts) for the year ended 31 March 2002

Chapter 6 – Stamp Duty and Registration Fees





Test-check of the records of offices of District Registrars and Sub-Registrars conducted during the year 2001-02 revealed short levy of stamp duty and registration fees amounting to Rs.11.80 crore in 141 cases, which broadly fall under the following categories:

(Rupees in crore )

	Sl.
No.
	Nature of irregularity
	No. of cases
	Amount 

	1.
	Misclassification of documents
	15
	0.14

	2.
	Adoption of incorrect rate of stamp duty
	54
	7.52

	3.
	Undervaluation of properties
	                8
	0.34

	4.
	Incorrect exemption of duties
	11
	2.44

	5.
	Short levy of stamp duty and registration fees
	30
	0.35

	6.
	Loss of revenue due to incorrect adjustment of stamp duty
	11
	0.94

	7.
	Other irregularities
	12
	0.07

	
Total
	141
	11.80


During the year 2001-2002, the department accepted under-assessments etc., of Rs 8.30 lakh in 25 cases, of which 14 cases involving Rs 6.95 lakh were pointed out during the year 2001-2002 and the rest in earlier years.  Out of this, an amount of Rs 1.30 lakh in 17 cases was realised.

A few illustrative cases involving Rs. 8.71 crore are mentioned in the following paragraphs.

According to Section 5 of Indian Stamp Act, 1899, any instrument comprising or relating to several distinct matters shall be chargeable with the aggregate amount of stamp duties with which separate instrument each comprising or relating to one of such matters would be chargeable under the Act.

(i)
During the course of audit of eight district registries( and thirty three sub-registries( it was noticed (between January 2001 and January 2002) that 2546 documents styled as ‘Agreement of Sale cum General Power of Attorney’ registered during the years 1999-2000 and 2000-01, contained two distinct matters viz., one relating to agreement of sale and another appointing the purchaser as attorney on behalf of vendor to carry out all acts and deeds including sale of property.

However, on these documents, stamp duty for the part relating to General Power of Attorney was levied at Rs 50 each only instead of at the rate of 5 per cent on market value of the property valued at Rs 131.30 crore resulting in short levy of Rs 6.57 crore.

(ii) 
During the course of audit of one district registry( and nine 
sub-registries(, it was noticed (between January 2001 and January 2002) that 60 documents styled as “Development Agreement–cum–General Power of Attorney” for construction/development of multi-storied complexes registered during 1999-2000 and 2000-2001 contained two distinct matters viz., one relating to development agreement and another appointing the developer to act as attorney on behalf of the owner (seller) to handle all acts and deeds including sale.

However, in all documents, stamp duty for the part relating to power of attorney was levied at Rs 50 each instead of at the rate of 5 per cent on market value of property for which the attorney was given power to sell.  As for the development agreement part, it was noticed that in 25 documents the department instead of levying stamp duty at the rate of 5 per cent on entire cost of proposed construction/development, levied duty on lesser value.  Further, in 9 documents it was noticed that security deposit/earnest money deposit etc., was paid by the developers to the land owners, in addition to agreement for development and giving general power of attorney.  These deposits are to be treated as amounts paid as advances for the transfer of property and are chargeable to duty at the rate of 5 per cent.  However, the registering authorities also did not levy stamp duty on these deposits.  This resulted in short levy of stamp duty of Rs 95.26 lakh.

On this being pointed out in audit (between January 2001 and January 2002) it was stated that stamp duty was levied according to the clarification( issued by the Commissioner and Inspector General of Registration and Stamps (IGR).  This contention is not correct as according to the recitals of these documents the developers are authorised to sell.  In such cases stamp duty at the rate of 5 per cent on market value of property is leviable.

The above matter was referred to the Department in April 2002 and to the Government (August 2002).  No response was received from them
(January 2003).

According to a clarification( issued by Commissioner and Inspector General of Registration and Stamps, stamp duty paid on an “Agreement of sale” can be adjusted from duty payable on subsequent sale of the property if the claimant under the sale deed is either the agreement holder and agent or his nominee as per terms of agreement.

During the course of audit of eleven sub-registries(, it was noticed (between August 2001 and January 2002) in 934 documents that adjustment of stamp duty was allowed even though claimants in subsequent sale deeds were other than agreement holders and agents, resulting in loss of revenue of Rs 94.42 lakh.

On this being pointed out in audit (between August 2001 and January 2002) it was stated that adjustment was allowed in accordance with the clarification( issued by Commissioner and Inspector General of Registration and Stamps, Hyderabad.

The reply is not tenable as in contravention to the clarification issued by the Commissioner, adjustment was allowed to claimants in sale deeds who were not agreement holders and agents and their names were not found as nominees in the original agreements.

The above matter was referred to the Department in February 2002 and to the Government (July 2002).  No response was received from them 
(January 2003).


According to the provisions of Article 46-A of Schedule 1-A to Indian Stamp Act, 1899, any instrument whereby a person renounces a claim upon another person or against any specified property is chargeable to stamp duty at the rate of three per cent on market value of the property over which claim is relinquished.

During the local audit of the district registry, Hyderabad, it was noticed (September 2000) from the recitals of four documents of “General Power of Attorney-cum-agreement” that lessors had given the properties on lease to the lessees for 20 years with effect from 1 May 1972, but the lessees continued to occupy the premises even after expiry of lease period.  The matter was settled (February 1999) through an arbitrator wherein the lessor offered to grant free-hold rights on a portion of the properties and released to the lessees all the residuary and reversionary rights, title and interests of these properties without consideration to hold them forever.  In consideration of such conveyance of property, the lessees had surrendered, released all their ‘lease-hold rights’ in the remaining part of the demised premises.  Therefore, the documents are classifiable as “deeds of release of tenancy rights” by the lessees chargeable at the rate of 3 per cent on the market value of Rs 2.50 crore of the properties released.  This resulted in non-levy of stamp duty and registration fee of 
Rs 6.20 lakh.

On the misclassification being pointed out in audit (September 2000) it was stated that the documents were charged in accordance with the clarification( dated 1 July 1995 of Commissioner and Inspector General of Registration and Stamps.

The reply is not correct as the clarification of the Commissioner and Inspector General of Registration and Stamps dated 1 July 1995 relate to sale deed of property whereas according to the documents the lessees of the property released therein tenancy rights in the property in exchange for a portion of the property and hence the documents are classifiable as deeds of lease of tenancy rights only.

The above matter was referred to the Department in April 2002 and to the Government (July 2002).  No response was received from them 
(January 2003).


Under Indian Stamp Act, 1899, an instrument of conveyance is chargeable to stamp duty on the value of the consideration expressed in the document or the market value of the property whichever is higher.  According to departmental instructions( (November 1987) registering officer should adopt the highest of the following as market value of the property for purpose of levy of stamp duty and registration fee on the document.

a) Consideration mentioned in the document

b) Market value as expressed by the party

c) Eighteen times annual rental value

d) Market value as calculated by the registering officer

e) Value of property noted in the Income tax clearance certificate

During the course of audit of district registry, Medak, it was noticed (February 2002) that while registering a document, registering authority adopted market value of Rs.1.16 crore instead of the value of Rs.2.74 crore as shown in the Income Tax clearance certificate. This resulted in short levy of stamp duty and registration fee of Rs.18.27 lakh.

On this being pointed out in audit (February 2002) the department stated (September 2002) that there are two separate entries in the Income tax clearance certificate i.e., (i) cost of acquisition of property (Rs 2.74 crore) and (ii) value of consideration for sale (Rs 95 lakh), the same as adopted by the assessee in the sale deed.  As the market value adopted (Rs 1.16 crore) by the registration department is higher than the value of consideration of sale furnished in the Income tax clearance certificate there is no under valuation.  This contention is not tenable as according to the clarification value of property (Rs 2.74 crore) noted in Income tax clearance certificate being higher was to be adopted as market value.

The above matter was referred to Government in July 2002.  No response was received from them (January 2003). 
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6.3	Loss of revenue due to incorrect adjustment of stamp duty 





6.4	Misclassification of documents 





6.5	Undervaluation of property 











(	Hyderabad, Nalgonda, Nellore, Ongole, Rajahmundry, Rangareddy, Vijayawada and Warangal


(	Azampura, Bhongir, Bowenpally, Champapet, Charminar, Cherial, Chikkadpally, Choutuppal, Doodhbowli, Gannavaram, Ghatkeswar, Golconda, Gunadala, Hayatnagar, Kankipadu, Kodad, Kukatpally, Malkajgiri,  Mancherial, Maredpally, Narsapur, Peddaamberpet, Samalkot, Sanjeevareddynagar, Saroornagar, Secunderabad, Shamirpet, Shamshabad, Tadepalligudem, Tuni, Uppal, Vallabhnagar and Wyra


( Hyderabad


(	Banjara Hills, Bowenpally, Chikkadpally, Golconda, Kukatpally, Maredpally, Medchal, Sanjeevareddynagar and Vallabhnagar


(  MVI/18289/95 dated 1 July 1995


(  No. S1/3405/199 dated 2 April 1999


(  Banjara Hills, Bowenpally, Champapet, Ghatkesar, Hayatnagar, Kukatpally, Malkajgiri, Medchal, Nallapadu, Shamshabad and Vallabhnagar





(  Proceedings No. MV 1/18289/95 dated 1 July 1995


(  I.G. R&S No.S3/23891/84 dated 9 November 1987
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