Chapter-V : Stamps and Registration fees

CHAPTER-V
STAMPS AND REGISTRATION FEES

5.1 Tax administration

Receipts from stamp duty and registration fees@galated under the Indian
Stamp Act 1899, (IS Act), Indian Registration At808, (IR Act) and the
rules framed thereunder as applicable in Uttar éslad Stamp duty and
registration fees are leviable on the executiomsifruments at the prescribed
rates fixed under the above Acts. Valuation of prips are decided as per
circle rates fixed by the Collector of the Distriotder the provisions of Uttar
Pradesh Stamp (Valuation of Property) Rules, 1997.

The determination of policy, monitoring and contablthe Government level
is done by the Principal Secretatgar Evam Nibandhan. The Inspector
General (Registration) (IGR) is the head of thenfpm and Registration
Department (Department) who is empowered with #s& bf superintendence
and administration of registration work. He is assd by 96 Assistant
Inspector Generals (AIGs) at the district level 86d Sub-Registrars (SRs) at
thetehsil level respectively.

Chart 5.1 Organisational Chart

Principal Secretary
L (Kar Evam Nibandhan) J

Inspector General
(Registration)

Assistant I nspector General
(in districtsand Headquarter)

(in tehsils)

[ Sub-Registrars }

5.2 Internal audit

Internal Audit of an organisation is a vital compah of the internal control
mechanism and is generally defined as the confrallccontrols. It enables
the organisation to assure itself that the presdribystems are functioning
reasonably well.

There is a Technical Audit Cell, which conductsemtl audit under the
overall supervision of Inspector General (R). Twaldiional Inspector

General's (R) and eight Assistant Inspector Gengtahave been posted for
Technical Audit.

The details of Internal Audit (IA) planning such msmber of units planned
for audit, number of units audited and short fedl shown inTable5.1.
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Table5.1
Audit planning by internal audit wing
Y ear Total number Number of Number of Short fall Per centage of
of units units planned | unitsaudited short fall
available during the
year

2011-12 496 250 243 07 2.80
2012-13 503 280 267 13 4.64
2013-14 504 309 307 02 0.65
2014-15 504 317 317 00 0.00
2015-16 504 414 407 07 1.69

Source: Information provided by the Department.

Chart 5.2

Audit planning by internal audit wing

Numb er of units

2011-12 2012-13 2013-14 2014-15 2015-16
Years
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This showed that Department generally managed toewae its target
regarding auditing those units which it had planned

5.3 Results of audit

In 2015-16, the Department realised revenu® 12,403.72 crore. We planned
audit of 134 annual units and six biennial unit$ oluthe total 324 units of

Stamps and Registration Department during 2015nt6tast checked all the
above planned units which showed short levy of ptaluty and registration

fee etc. and other irregularities amounting t81.49 crore in 472 cases, which
fall under the following categories as mentioned @ble 5.2.

Tableb.2
Results of Audit

(Rincrore)
Sl. No. Categories Number of cases| Amount
1. |Audit of “E-Stamping and®PRERNA software ir 1 6.32
Stamp and Registration Department” '
2. |Short levy of s_tamp duty an(_:i registration fee 352 14.77
to undervaluation of properties
3. |[Short levy of stamp duty and risgation fee
. R 66 291
due to misclassification of documents
4. |Other irregularities 53 7.49
Total 472 31.49

Source: Information available in the Audit office.
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Chart 5.3

Nature of irregularities
Total amount of ¥ 31.49 crore
Tin crore (per cer)

= Audit of e-Stamping & Prerna
software in Stamp and
Registration Departiment

7.49
(24%)

E Shortlevy of stamp duty and
registration fee due to
undervaluation ofproperties

Shortlevy of stamp duty and
registration fees due to

14.77 misclassification of documents

(47%) . "
= Other irregularities

During the course of the year, the Department leae@ed underassessment
and other deficiencies & 14.01 crore in 190 cases of which 163 cases
involving X 13.91 crore were pointed out in 2015-16 and restairier years.
An amount of% 10.51 lakh was realised in 31 cases of which fcases
involving ¥ 53,000 was pointed out in 2015-16 and rest perdatoeearlier
years.

Audit of “E-Stamping andPRERNA software in Stamp and Registration
Department” involving 6.32 crore and a few illustrative cases of conmuia
deficiency involvingg 7.60 crore are discussed in following paragraphs.

5.4 Audit of E-Stamping and PRERNA software in Stamp and
Registration Department

5.4.1 Introduction

PRERNA (Property Evaluation and Registration Applicatid®gftware was
introduced by the Department on 01 August 2006 domputerisation of
registration process with the objectives of on #p®t registration, better
monitoring of revenue collection, standardisatidntiee language of deed
document, increased transparency in the systentir@héc valuation of
property, electronic storage of deeds, proper v@uneof the properties and
minimising the revenue leakage, automatic issueswfinders for mutations
and single window service. It was designed by Netidnformatics Centre
(NIC) for the Government of Uttar Pradesh. Governimade order dated 26
September 2013 sanction&dl1.50 crore to NIC for development of online
software which is under process.

Government notified Uttar Pradesh E-Stamping Ra@E3 vide notification
dated 21 February 2013, for implementation of e¥fpiag system in Uttar
Pradesh. In May 2013 Government appointed M/s Sttaiking Corporation
of India Ltd. (SHCIL) as a Central Records Keepigency (CRKA) for a
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period of five years to implement the computer@matiof stamp duty

administration system in the State. SHCIL acts arador of e-Stamp and
deposited the stamp duty so collected into GoventrAecount. SHCIL was

paid a fixed percentage of commission from the eStabvernment on the
amount of stamp duty so collected and deposited.

The issue of e-Stamps in the State was startedH@/iLSfrom 13 July 2013.

The e-Stamping system was introduced in 169 SRCX#8. In remaining

185 SROs, it was introduced from 1 January 2016.

5.4.2 Audit objectives

Audit was conducted with a view to ascertain whethe

* PRERNA software and e-Stamping system were implementéchily
and efficient manner.

« compliance with the provisions of Act., Rules amdews issued by the
Government/Department in respectRRERNA and e-Stamping were
being done.

» compliance with IT standards were being done.

5.4.3 Audit scope and methodology

The audit was conducted (October 2015 to March pot@ering the period
from 2011-12 to 2015-16. Out of 15 distrigtsvhere all the 91 SROs were
equipped with bottPRERNA and e-Stamping, we selected 23 SR@fsnine
districts’ for audit based on the revenue collection of SRQghich 14 out of
17 SROs were identified as high fiskour out of 10 SROs were identified as
medium risk and five out of 64 SROs were identifasilow risk. Random
Statistical Sampling was used to arrive at the $amp

We examined the files and outputs generated bystffitsvare in its various
modules. Besides, we also collected informatiomftbe offices of Inspector
General of Registration (IGR), Assistant Inspect@General of Registration
(AIGs) and SHCIL. The objectives of the audit weliscussed in the entry
conference held on 19 January 2016 with the Prahc@ecretaryKar ewam
Nibandhan. We held an exit conference with the Government@aegartment
on 28 July 2016 in which the audit findings werscdissed with the Principal
Secretary All the recommendations discussed in exit confezencere
accepted by the Department. The views of the Gonent'Department have
been incorporated in the report.

'Allababad, Bagpat, Barabanki, Bulandshahar, G.BaNa@shaziabad, Hardoi, Jaunpur,

Lakhimpurkheri, Lucknow, Mathura, Meerut, Raebar8ltapur and Unnao

? SR-Meja, Allahabad, SR-Sadar, Barabanki, SR-SiyBotandsahar, SR-1, Il, Greater Noida

and Dadri, G.B.Nagar, SR-II, lll, IV, V and Modinag Ghaziabad, SR-II, Ill, IV, V,

Mohanlalganj and Baxi-ka-talab, Lucknow, SR-Sadathaata, and Mahawan Mathura, SR-

Il Meerut, SR-Sadar and Raebareli

* Allahabad, Barabanki, Buland shahar, G.B.Nagaraz@tbad, Lucknow, Mathura, Meerut
and Rae bareli.

* High risk: (80 Percent coverage) where the revemliection of the SRO was abo%el00

crore annually. Medium risk: (40 percent coveragkgre the revenue collection of SRO

raged betweef 50 to 100 core. Low risk: (8 percentage coverag®re the revenue

collection of the SRO was beld\50 crore.
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5.4.4 Acknowledgement

Indian Audit and Accounts Department acknowleddesdo-operation of the
Stamp and Registration Department in providing ssagy information and
records for audit.

Audit findings
PRERNA

5.4.5 Planning and Softwar e Development

PRERNA was introduced in
the Department in 2006 for
computerisation of
registration process.
However, PRERNA was
implemented in all the
SROs only after a period of
9 years. Our findings on the
planning and development
of the software are mentioned in the following pgagphs.

5.4.5.1 Unplanned and delayed implementation of the scheme

Department implemented PRERNA without fixing any time schedule.

The computerised registration process throBfRNA software in Stamp
and Registration Department was introduced in 2006.

We found that the Department implemented the schem8ROs without
fixing a time schedule of its implementation. Thidftware was implemented
in 169 out of 354 SROs in the state in three phdsethe first phase (2006)
106 SROs, in the second phase (2009) 43 SROs &hé third phase (2012)
20 SROs were equipped WiBRERNA. The software has been implemented
in all the SROs as on 1 January 2016 with an expeedfI 26.12 crore. It
took nine years for implementation of the schemallithe SROs of the state.

5.4.5.2 Absence of Software Requirement Specification (SRS) and
delayed execution of Software Development Agreement (SDA)

Department did not prepare SRS and executed SDA after six yearsfor
development of PRERNA software.

The preparation of SRS and execution of SDA with sftware designing
agency is the primary requirement for developmésbétware.

We found that SRS was not prepared by the Depattiemnevelopment of
PRERNA software and SDA was executed with the NIC afterysars of the
introduction ofPRERNA software.

During exit conference Government directed the Blepent to remove these
lapses in the latest version of the software.
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5.4.5.3 Absence of lateral connectivity between the SROs

SROs wer e not connected with each other.

UnderPRERNA, there was no lateral connectivity across the SEash SRO

in the State had an independent server. The mobtxtkups were taken in
each SRO and sent to NIC. Hence, information regatio the total number of
documents registered, amount of stamp duty andtragjon fee collected and
other recoveries made throughout the State in andeynot available in the
system. Besides this, due to absence of interlgjkiltocuments registered in
one SRO could not be traced in other SROs. Thus,othective of better

monitoring of revenue collection could not be agbikby the Department.

During exit conference the Department acceptedotaservation and stated
that due to unavailability of internet connectiom eévery SRO, lateral
connectivity between the SROs could not be estaddis The lateral
connectivity would be established in the on-linesteyn proposed to be
introduced.

5.4.5.4 Unfruitful expenditure due to cancellation of agreement
mid-way

Unfruitful expenditure of ¥ 144 crore was incurred by the
Department dueto cancellation of agreement mid-way.

The Department, in a follow-up action of Public viate Partnership’s
guidelines of Uttar Pradesh entered into an agraemigh Wipro limited in

September 2009 which was appointed as consultant departmental
computerisation on web basis. Against the totakagrent cost of 2.40

crore, the Department made the following payments:

I nstalment Mile stone Per centage of Amount
No. total agreement paid X in
cost lakh)
1 Mobilisation advance 10 23.97
2 Approval of Business  Proces 20 47.95

Document (BPD) and Business Proce
Re-engineering (BPR)

3 Approval of High Level System 30 71.92
Requirement Specification (HLSRS
submission of Expression Of Intere
(EOI), Request For Proposal (RFH
Service level Agreement (SLA) and g
other documentation

However on the instructions of the IT and ElectesniDepartment, the
Department decided to do the computerisation wodepartmental level and
cancelled the consultancy agreement with Wipro téchiin January 2011.
Thus, mid-way cancellation of agreement resultednfruitful expenditure of
X 1.44 crore.

During exit conference the Department stated thatas decided to do the
computerisation work at departmental level. Heragreement with Wipro
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Ltd. was cancelled. The fact remains that candefiadf agreement mid-way
resulted in unfruitful expenditure &f1.44 crore.

5.4.6 Businessrules not mapped in the software

One of the objectives of
software was electronic
and proper valuation of
property. To achieve
this, the relevant Act
and Rules had to be
integrated in the
software. Instances of
business rules not
mapped into the
software are brought
out in the following

paragraphs:

5.4.6.1 No provision to input important data

PRERNA has no provision for uploading khasra numbers of
agricultural land in master data.

The rate list approved by the collector of a distfor valuation of properties
provided rates for agricultural and residentialdanin the rate list, higher
rates were provided for agricultural lands situate#hasra numbers which
were next to road or close to habitation.

We observed that valuation of agricultural land waade through software
but lands situated next to road and close to hadmtavere not valued at
higher rates as was applicable. We observed thatstiftware had no
provision for uploadindghasra numbers of land in master data though these
khasra numbers were part of the rate list. The softwaiked in automatic
valuation of land situated in suckhasra numbers. Hence objective of
electronic valuation of property could not be agbikby the Department.

During exit conference the Department stated thdine presentation of
document could not be made possible due to undi@yaof internet

connection. However, in the online software beingvedloped by NIC
arrangement for online presentation of document @pldading ofKhasra

numbers would be made.

5.4.6.2. Valuation of lease deeds

The provision for valuation of lease deeds with aterm not exceeding 30
year swas not mapped in software.

Under the provisions of Article 35 of schedule BBIS Act, stamp duty on
lease, where the lease purports to be for a tetnexeeeding 30 years, stamp
duty is chargeable as for conveyance for a corsider equal to
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three/four/five/six times the amount or value ot thverage annual rent
reserved depending on the period of the lease.

We observed that the provision for valuation ofske@eeds with a term not
exceeding 30 years was not mapped in the soft8&8GIlease deeds were test
checked and all of them were valued manually.

During exit conference the Government assuredrmve the lapses in latest
version of the software.

5.4.6.3 Valuation of commer cial buildings

The provision for valuation of commercial buildings was not mapped
in software.

As per Rule 5(c) (ii) of the U.P. stamp (valuatmfmproperty) Rules, 1997 the
minimum value of commercial building for the purposf payment of stamp
duty shall be three hundred times the minimum mignént of the building

calculated by multiplying the constructed area afhefloor of the building

with the minimum rent fixed by the collector of tlaéstrict. The rule was
applicable before 1 December 2015. From 1 Decer2b&b onwards the
valuation was done on the basis of per square nreter of land and

constructed area of commercial building fixed bg tollector of the district
in rate-list.

We observed that the provision for valuation of ocwencial buildings was not
mapped in the software until November 2015. All tB86 deeds of
conveyance relating to commercial buildings teseckled were valued
manually.

During exit conference the Department stated that mew valuation of
commercial buildings based on rate list applicdibden 01 December 2015
has been mapped in the software.

5.4.6.4 Adjustment of stamp duty paid on agreement

The provision for adjustment of stamp duty paid on agreement was
not mapped in software.

Article 5 of schedule 1-B of IS Act 1899 provides stamp duty payable on
agreement relating to the sale of an immoveablpgity where possession is
not admitted to have been delivered. It also prewithat when conveyance in
pursuance of such agreement is executed the didyupder this clause shall
be adjusted towards the total duty payable on dine&yance.

We observed that the provision for adjustment @&fmgt duty paid on
agreement was not mapped in the software. The oovifor linking of
agreement deed with the deed of conveyance wasnalisonapped in the
software. In all the 211 deeds of conveyance thsetked, stamp duty was
adjusted manually.

During exit conference the Department accepteccontention and assured to
remove the lapses in latest version of the software
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5.4.6.5 Linking of correction deeds

The provision for linking of correction deed with its original deed was
not mapped in software.

Article 34 A of schedule 1-B of IS Act, 1899 proggifor correction of purely
clerical error in an instrument chargeable withydaihd in respect of which
the proper duty had been paid.

We observed that linking of correction deed with driginal deed was not
mapped in the software. All the 352 correction detxst checked were not
linked with their original deeds.

During exit conference the Department stated thatigion for cross entry of
corrections made in original deed through correctieed was being made.

5.4.6.6 Valuation of residential lands without mentioning chauhaddi

The deeds of conveyance relating to residential land wereregistered in
SROs without entering chauhaddi into database.

Section 27 of the Indian Stamp Act, 1899 providest the consideration (if

any) and all other facts and circumstances affgdiire chargeability of any

instrument with duty, or the amount of the dutyhwithich it is chargeable,

shall be fully and truly set forth therein. Theertist approved by the collector
of the district for valuation of properties provideigher rates for land situated
next to road.

We examined the data relating to deeds of convergyamd 2150 deeds of
conveyance relating to residential lands in samBIR@s and observed that in
294 caseshauhaddi (boundaries) of the sold property was not showthan
report Index-2 generated throud®RERNA, though the boundaries were
mentioned in the deed of conveyance. Since theatialu of the property also
depended on its boundaries, this indicated thatvéieation of property in
these cases was not done automaticallPlRERNA software.

During exit conference the Department stated thawigion for entering
Chauhaddi of residential land compulsorily iRRERNA software was being
made.

5.4.6.7 Absence of certificate regarding feeding of rate-list into
master data and itslocking.

SROs did not provide certificate regarding feeding of rate list into
master data and its locking.

Inspector General of Registration directed videeordated 25 July 2006 all
the DIGs/AIGs Registration that after feeding aerlist into master data, a
certificate, collectively signed by ADM (FR), DIGI& Registration, District

Informatics Officer and SR, was to be providedhe &ffect that there was no
difference between the rate fed in master data thih of collector’s rate-list

and that the master data has been locked in tresepce.
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We examined the records of sampled SROs and fohatl dertificate
regarding feeding of rate-list into master data atsd locking was not
furnished. In the absence of second level verificadf the rate-list, errors in
the master data and in the valuations referringuch data cannot be ruled
out.

During exit conference the Department accepteccontention and assured to
remove the lapses in latest version of the software

54.6.8 Valuation of deeds of conveyance executed before
application of new circlerates

The provision for valuation of deeds of conveyance executed before
application of new circlerateswas not mapped in software.

Section 17 of the IS Act, 1899 provides that afitinments chargeable with
duty and executed by any person in India, shaltaenped before or at the
time of execution. Article 23 of Registration AA908 provides that no
document other than a will shall be accepted fgrsteation unless presented
for that purpose to the proper officer within faaupnths from the date of its
execution.

We examined the data relating to deeds of conveyanPRERNA and 503
deeds of conveyance executed before the date dicafogn of new circle
rates in sampled SROs and observed that the pregpantthese deeds were
required to be valued at old rates applicable atithe of execution of deeds.
The provision for automatic valuation of these deeticonveyance was not
mapped in the software since old rates were ndtikegpe database and could
not be referred to in such cases. All these deeds valued manually.

During exit conference the Department accepteccontention and assured to
remove the lapses in latest version of the software

5.4.6.9 Exemption of stamp duty to ex-servicemen

The provison for exemption from payment of stamp duty to
ex-servicemen was not mapped in software.

The State Government vide notification dated 17 N&}3 exempted ex-
servicemen from payment of stamp duty on conveyanhgesidential plot in
their favour having an area of not more than 2Qasg meters.

We observed that the provision for exemption ofmgtaluty to ex-servicemen
was not mapped in the software. All the 292 dedd®woveyance in favour of
ex-servicemen test checked were manually exemptad payment of stamp
duty.

During exit conference the Department accepteccontention and assured to
remove the lapses in latest version of the software
5.4.7 mplementation

PRERNA was introduced in the Department for achievemehtnme
objectives. Audit of sampled units showed that @uthese, three objectives
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l.e. on the spot registration, electronic storafjeleeds and single window
service have been fully achieved. The objectivemafeased transparency in
the system, electronic valuation of property anappr valuation of properties
have been achieved partially. The rest of the dbjes of better monitoring of

revenue collection, standardisation of language deéd document and
automatic issue of reminders for mutation could bet achieved by the
Department. Our findings on implementation RRERNA are mentioned in

the following paragraphs.

5.4.7.1 Deficienciesin the software

54.7.1.1 MISreportsnot designed in PRERNA

PRERNA had no provision for generation of reports through the
software.

One of the objectives of the software was bettemitodng of revenue
collection. However, the software did not havevisions for generating MIS
reports like SRO and district wise monthly incone@art for monitoring of
revenue collection. The periodical revenue reptwtssubmission to higher
authorities had to be done manually by the SROs.

During exit conference the Department accepteccontention and assured to
generate reports through the software.

5.4.7.1.2 Lack of provision for online appointment and document
presentation

PRERNA has no provision for online presentation of documents.

PRERNA did not have a provision for presentation of doeuata online for
examination, valuation and determination of dutgl &es by the Department.
The executants and claimants had to be presenteathi® SROs at every stage
of the transaction. As a result, speedy complebbrregistration process
without the presence of the parties in procesgesvierification of documents
could not be achieved.

During exit conference the Department stated thdine presentation of
document could not be made possible due to undi@yaof internet
connection and that it would be included in the rm@hne software.

5.4.8 Under -utilisation of software

5.4.8.1 Residential land valued at agriculturerate

Residential land of 1.92 lakh square meter was registered for ¥ 1.56
crore at agricultural rate which resulted in short levy of stamp duty
and registration fees of ¥ 3.16 crore.

Under Article 23 of Schedule 1-B of the IS Act, 98@as amended in its
application to Uttar Pradesh), stamp duty on a detdconveyance is
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chargeable either on the market value of the ptgpmron the value of the
consideration set forth therein, whichever is highe

A khasra based search to get the details of lands solcharkitasra was
available inPRERNA. However, this feature was not being used.

We examined 11,417 deeds of conveyance in samgR&sSand observed
that 69 deeds of conveyance relating to 1.92 laklae meter of residential
land were registered at agriculture rates and stduntyp and registration fees
of ¥ 1.56 crore was levied. Some lands in thkkasras were valued at
residential rates prior to or on the same day gfstetion of these lands.
Hence, these lands should have also been valueésiatential rates with
stamp duty and registration fees#.72 crore. Under-utilisation of features
of PRERNA thus resulted in short levy of stamp duty andstegiion fees of
¥ 3.16 crorg Appendix-XXXIV).

During the exit conference Principal Secretary daea the detail of cases
pointed out in objection regarding residential laradlued at agricultural rate.
This was provided to him by audit. The registratimnresidential land at
agricultural rates needs investigation and recesgeaifected.

5.4.8.2 Undervaluation of land

Land of 1.05 lakh square meter declared residential were registered
for ¥ 0.25 crore at the agricultural rate instead of ¥ 1.97 crore at
residential rate. This resulted in short levy of stamp duty and
registration feesof ¥ 1.72 crore.

Section 143 of the Uttar Pradegamindari Abolition and Land Reforms Act
(UPZA&LR) provides that where bBhumidhar with transferable rights used
his holding or part thereof for a purpose not cabted with agriculture,
horticulture or animal husbandry, the Assistantl€or in charge of the sub-
division may,suo moto or on an application after making such enquirynay
be prescribed, make a declaration to that effdcthe land was declared
residential under Section 143 of the above Act,ddi@e should be valued at
residential rate for the purpose of levy of stampyd

We examined 1,017 deeds of conveyance in sampl€bs3Rd observed that
11 deeds of conveyance having 1.05 lakh squarer oiekend were registered
at agricultural rates on which stamp duty and tegfion fees oR 24.91 lakh
was paid. These deeds related a@mzi numbers which were declared
residential by the orders under section 143 of URZAR Act prior to the
date of registration of these deeds. Hnazi numbers which were declared
residential under section 143 of UPZA & LR Act weegjistered as a deed in
SROs and became a part of the database.

The concerned SROs failed to utilise search oppoovided in PRERNA
software. Hence stamp duty and registration feeés hB7 crore was leviable
at residential rate on these deeds of conveyarfgs.résulted in short levy of
stamp duty and registration feestat.72 crorg Appendix-XXXV).

During exit conference the Department stated thé&trination was being
collected from the concerned districts.
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5.4.9 IT Security and internal control mechanism
5.4.9.1 Password policy and access contr ol

The Department lacked well-defined and documented password
policy and access control system.

The Department had no well-defined and documensss$word policy and
access control system. A single user account vwesgent and used by all users
in a SRO.

During exit conference Government assured us okitgpinto all these
aspects in the latest version of the software.

5.4.9.2 Internal control

The Department had no internal control mechanism to ensure
proper application and enforcement of PRERNA.

The Department lacked internal control mechanism ettsure proper

application and enforcement ¢tRERNA. No Technical Committee was

formed by the Department to analyse the objectaesieved through the

implementation ofPRERNA. Internal audit of the software had not been
undertaken by the Department.

During exit conference Government assured us okitgp into all these
aspects in the latest version of the software.

E-Stamping

5.4.10 Planning and softwar e development

Uttar Pradesh E-Stamping Rules was introduced ie thtate for
implementation of e-Stamping system. The e-Stamm@ypstem has been
implemented in 52%ercent of SROs after a lapse of three years. Our audit

findings on planning and development have been ioveed in the following
paragraphs.

5.4.10.1 Delayed implementation of the scheme

The necessary infrastructure required for implementation of e
Stamping was provided by the Government after a delay of three
yearsin 185 SROs.

The Uttar Pradesh e-Stamping Rules was enforcedlttar Pradesh in
February 2013. The Government appointed SHCIL aKARr a period of
five years w.e.f. 21 March 2013 in May 2013. As pare 17 of the Uttar
Pradesh e-Stamping Rules, the Government was eequio make
arrangement for necessary infrastructure at theesffof Registering Officers,
and their supervisory and controlling officers whimcluded computers,
printers, bar code scanners, internet connectionae specified by the CRKA
from time to time.
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We found that the Government provided necessargstriicture in 185 out of
354 SROs in the State after a delay of three y@drgs e-Stamping system
could not be implemented in all the SROs of theeStatime.

During exit conference the Department stated tB¢agaping system has been
introduced in all the SROs of the State from 0luday 2016.

5.4.10.2 Government paid commission to SHCIL without verifying
the details of training imparted by SHCIL

Government paid commission to SHCIL regularly though SHCIL did
not impart training to personnel in SROs in violation of terms of
agreement between Government of Uttar Pradesh (GOUP) and
SHCIL.

As per the orders of Government of India, MinistfyFinance, Department of
Economic Affairs (C&C Division) dated 28 Decembef03 the State
Government was required to make payment to SHCIQ.65 percent of the
value of stamp duty collected through this mechani®r the services
provided by SHCIL. The services to be provided B{CH. included training
the identified manpower/personnel in the SROs. @aph 9 of the agreement
between GOUP and SHCIL also provided that SHCIUIgiv@vide free of
cost training for the first time at the premises tbe offices of the
Government. It shall also provide trainers to candthe training for a
minimum period of one week.

We observed that the Government paid commissidBHEIL regularly and

also during the exit conference the Departmenedtthat SHCIL imparted
training at all SROs from time to time and alsotla beginning of the
programme. We however found that nothing on retorshow if the training

was actually conducted. In the absence of thisetfeetiveness of the training
also could not be verified by us.

5.4.11 Implementation of e-Stamping rules

Uttar Pradesh E-Stamping Rules was introduced lmugey 2013 in the State
for implementation of e-Stamping system. Our figdion the implementation
of E-Stamping Rules have been mentioned in follogwparagraphs.

5.4.11.1 Short-fall in inspection of Central Record Keeping Agency
(CRKA)

ACS did not execute inspection of CRKA and ACCs to compare the
e-Stamp income figures of the SROs with the remittance figures of
CRKA.

Rule 33 of Uttar Pradesh e-Stamping Rules, 201%iges schedule for
inspection and audit of the CRKA and Authorisedl€xilon Centres (ACCSs).
The inspecting authorities were required to insggRKA and ACCs as per
frequency provided in the schedule and submitepent to the Commissioner
of Stamps, Uttar Pradesh. As per schedule of itgpedhe Assistant
Commissioner of Stamps (ACS) in the district wagureed to compare the
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stamp income figures (from e-Stamps) of the SRO& whe remittance
figures of CRKA as received from the treasury @ tistrict.

The Department did not project the requirement BOSwise collection of
stamp income in the software of SHCIL and henceh saigeport was not
designed in the software. Details regarding pasitd issued, locked and
unlocked e-Stamps in respect of a particular SROIdcmot be verified
through the system.

We also observed that 10 out of 16 ACs examined mditl execute any
inspection out of 330 inspections scheduled. Six &Lecuted only 51 out of
198 inspections due, during the years 2013-14 tt6A®. Thus, e-Stamp
income figures of SROs were not verified with tigufes remitted by CRKA
into treasury.

During exit conference the Department acceptedccontention and assured to
maintain proper records in future and to removeldpses in latest version of
the software.

5.4.11.2 Delayed locking of e-Stamp certificates by SROs

The e-Stamp certificates were locked with delay ranging between one
and 255 days.

Rule 31 of the Uttar Pradesh e-Stamping Rules gesvihat the registering
officer shall verify the correctness and authettiof the e-Stamp certificate

used in the instrument by accessing the relevabsiteof the CRKA and its

unique identification number with the help of baode scanner. The

registering officer after such verification shalkther proceed to register the
instrument, and shall lock the e-Stamp certifidageusing user ID code and
password provided by the CRKA to prevent re-useswath certificate. The

IGR vide letter dated 28 July 2014 directed SROBt& the e-Stamps used
without delay after registration of the documerteTetter also stipulated that
refunds may be issued only after status of lockiag verified.

We examined e-Stamp certificates in sampled SR@sohserved that in 20

SROs 203 out of 371 cases test checked, e-Starnifice¢es were not locked

on the date of registration of the document. Thee§&tamp certificates were
locked after delay. The delay ranged between ode2&b days. Thus, due to
delayed locking of e-Stamp certificates, their se/fmisuse could not be ruled
out (Appendix-XXXVI).

During exit conference the Department accepteccontention and assured to
remove the lapses.
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5.4.11.3 Variation in figures of e-Stamps provided by SHCIL and
ACS

The Department did not reconcile figures of e-Stamps issued and
locked with that of SHCIL.

We examined the figures of e-Stamps issued andtbok a district provided
by SHCIL and 16 AC3 and found that there was variation between bugh t
figures. The figures of e-Stamps issued and loekexd not reconciled by the
Department with the figures of SHCIL.

During exit conference the Department accepteccontention and assured to
remove the lapses.

5.4.12 Conclusion
As regard?RERNA software we conclude that:

The Department took nine years for implementingsitieeme in all the SROs
of the State. There were deficiencies in softwake bbsence of Software
Requirement Specification, delayed execution oftafe Development
Agreement, lateral connectivity between the SRQ$ @arovision for online

appointment and document presentation. The prowssiof Act/Rules with

reference to lease, commercial buildings, adjustroéatamp duty, linking of

correction deeds and exemption of stamp duty wexe mapped in the
software. Search utility in the software was noiisgd by SROs. The
Department did not have a well defined and docuetempassword policy,
access control system and internal control mechaifis proper application
and enforcement d?RERNA.

As regards e-Stamping system we conclude that:

The Government provided necessary infrastructurB8im SROs (5ercent)
of the State for implementation of e-Stamping systdter a delay of three
years. The Department failed to observe provisiwinthe U.P. E-Stamping
Rules like inspection of Central Record Keeping #agge timely locking of e-
Stamp certificates and SRO-wise details of reveookected through e-
Stamp.

5.4.13 Summary of recommendations
As regardPRERNA we recommend that the Government may:

e consider mapping of the provisions of Act/Rules not mapped in the
software.

* ensure full utilisation of features of the software by SROs to avoid
short levy of stamp duty and registration fees on deeds.

e implement a well-defined and documented password policy, access
control system and internal control mechanism.

® Allahabad, Barabanki, Bagpat, Bulandshahar, GNBgar-1 & 2, Ghaziabad, Hardoi,
Jaunpur, Lucknow, Lakhimpur Kheri, Mathura, MeeRajbareilly, Sitapur, Unnao
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As regards e-Stamping system we recommended tleaiGthvernment
may:

e dtrictly implement the provisions of U.P. e-Stamping Rules
regarding inspection of CRKA and locking of e-Stamp certificates.

5.5 Audit observations

Our scrutiny of records in the offices of the Sub Registrars showed cases of
incorrect determination of value of property, undervaluation of lease deed,
short levy of stamp duty and registration fees due to misclassification of
documents as mentioned in the succeeding paragraphs in this chapter. These
cases areillustrative and are based on a test check carried out by us. We point
out such omissions each year, but not only do the irregularities persist; these
remain undetected till we conduct an audit. There is need for the Government
to improve the internal control system so that recurrence of such lapses in
future can be avoided.

5.6 Residential land valued at agriculturerate

Residential land measuring 3.55 lakh square meter were wrongly
registered for ¥ 40.64 crore at agricultural rate. Correct valuation at
residential rate worked out to ¥ 149.15 crore which resulted in short
levy of stamp duty and registration fees of ¥ 6.50 crore.

Under Article 23 of Schedule 1-B of the IS Act, 98@as amended in its
application to Uttar Pradesh), stamp duty on a deédconveyance is

chargeable either on the market value of the ptgparon the value of the

consideration set forth therein, whichever is higk@rrther, Inspector General
of Registration (IGR) vide guidelines issued in gu2003 clarified that a

property in the samarazi number should not be split in more than one part f
different purposes i.e. one for agriculture anddttesr for non-agriculture for

the purpose of levy of stamp duty.

We examined (between April 2015 and March 2016)Bbek 1,Khand and
Registered documents of 58 Sub Registrar Officé0§ out of 140 SROs
and observed that 145 out of 22,547 test checkedsdef conveyance relating
to non-agriculture land measuring 3.55 lakh squaeger were registered
between January 2013 and February 201& #0.64 crore at agriculture rates
and stamp duty and registration fee &.66 crore was levied. We observed
that part of the sama&razi was sold earlier or on same day at residentiakrat
and thus the land in question should also have baked at residential rates.
The correct valuation at residential rate worketitod 149.15 crore. On this,
stamp duty and registration fees8.16 crore was leviable whereas stamp
duty and registration fees &f 2.66 crore only was levied. Thus, incorrect
valuation of property resulted in short levy ofrsfaduty and registration fees
of ¥ 6.50 crord Appendix-XXXVII).

We reported the matter to the Government and thpament (between April
2015 and May 2016). During exit conference the DBepent accepted our
observation and referred the cases to Collectan@&dor correct valuation of
property. The Collector Stamps confirmed and imgdosieort levy of stamp
duty of ¥ 4.56 lakh in five cases out of which in four caf®spartment

131



Audit Report (Revenue Sector) for the year ended 31 March 2016

recovere& 0.53 lakh and in one case Recovery certificate lteeen issued by
the Department. Action is pending in remaining td6es (August 2016).

5.7 Undervaluation of land

Land of 55,679 square meter declared residential, were registered for
X484 crore at the agricultural rate instead of ¥19.56 crore at
residential rate. This resulted in short levy of stamp duty and
registration fees of ¥ 90.79 lakh.

Section 143 of the Uttar Pradedamindari Abolition and Land Reforms Act,
1950 provides that where Bhumidhar with transferable rights used his
holding or part thereof for a purpose not connecteith agriculture,
horticulture or animal husbandry, the Assistantl€xbr in charge of the sub-
division may,suo moto or on an application after making such enquirynay
be prescribed, make a declaration to that effaatthEr, the Chief Secretary
vide his letter dated 11 June 2010 addressed tthallCommissioners and
District Magistrates emphasised that if the landised fully or partially for
residential purposes, the concerned SDM sheutdmoto declare the whole
land asabadi under Section 143 of UPZA&LR Act. If the land wdsclared
non-agriculture under Section 143 of the above thet,same should be valued
at residential rate for the purpose of levy of giaduty.

We examined (between April 2015 and February 2Qhé)Book 1Khand,
Sale Deeds and Circle rates list of four SROs dskived that out of 1,400
cases test checked, 16 deeds of conveyance haBieg%square meter of
land were registered during January 2014 to Jan2@tg for a consideration
of X 4.84 crore at agricultural rates on which stamy ddt 31.81 lakh and
registration fees of 1.40 lakh was paid. It was noticed that thégsez
numbers were declared as non-agricultural by otdeter Section 143 of
UPZA&LR Act, prior to the date of registration diigse deeds. Hence the
properties were required to be value& &t9.56 crore at residential rates and
stamp duty oR 1.22 crore and registration fees1.60 lakh was leviable at
residential rate whereas stamp duty and registrddes oR 33.21 lakh only
was levied. The concerned SR did not consider tasgects while registering
the documents. This resulted in short levy of staluty and registration fees
of X 90.79 lakh(Appendix-XXXVI11).

We reported the matter to the Government and thmament (between May
2015 and March 2016). During exit conference th@ddenent accepted our
observation and referred the cases to Collectan@&dor correct valuation of
property. Action is pending in all the cases. (Asig2016).

5.8 Sale deed misclassified as correction deed

Sale deed was misclassified as correction deed and accordingly stamp
duty and registration fees of ¥ 200 was levied instead of ¥ 18.31 lakh.
Thisresulted in short levy of stamp duty and registration fees of ¥ 18.31
lakh.

Article 34 A of Schedule 1-B of IS Act, providesrfoorrection of purely

clerical error in an instrument, chargeable witllydand in respect of which

the proper duty has been paid. Under the provi®bnS Act, every
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instrument mentioned in the schedule shall attedatnp duty at the rates
prescribed therein. An instrument is required talbssified on the basis of its
recitals given in the document and not on the bafsis title.

We examined the correction deeds of office of SR&M, Mathura in August
2015, and observed that out of 81 instrumentsctestked one instrument was
classified on the basis of their titles as cormctieed and stamp duty was
levied accordingly. Our scrutiny of the recitals toese documents showed
that this was misclassified, as correction was madbe name of purchaser.
Thus, this document was required to be treated aés deed instead of
correction deed and was to be value& at64 crore on which stamp duty and
registration fees of 18.31 lakh was chargeable against which stamp alutly
registration fees o 200 only was levied. This resulted in short levystamp
duty and registration fees 3f18.31 lakh. The details are givenTiable 5.3.

Table5.3
Misclassification of documents
R in lakh)
Sl. [Nature of|Name of(No. [Area of|Execution |Total Stamp |Registr |Stamp [Regist |Stamp |Registr
No. |correction |office  |of property |period of|value of|duty ation [duty [ration |duty |ation
instr [(In correction |property |leviable |fees levied |fees [short [fees
ume |Sq.m.) [deed leviable levied [levied [short
nts levied
1. |Change ISR 1 6070 | June 201§ 364.20 | 18.21 | 0.10 | 0.001| 0.001| 18.21| 0.10
the NamgMaant,
of Mathura
Purchaser
Total 1 1 6070 36420 | 1821 | 0.10 | 0.001 | 0.001 | 18.21 | 0.10

Source: Information available on the basis of afiddings.

We reported the matter to the Government and thgaib®ent (between June
2014 and May 2015). During exit conference the Dwepent accepted our
observation and referred the case to Collector gsafior correct valuation of
property. Action is pending in the cases. (Auguxt6).
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