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Preface 
 

This Report of the Comptroller and Auditor General of India is prepared for 

submission to the Governor under Article 151 of the Constitution of India for 

being laid before the State Legislature.  

The Report contains significant results of the Performance Audit and 

Compliance Audit of the Departments of Government of Kerala under 

Revenue Sector, including State Goods and Services Tax Department, 

Revenue and Disaster Management Department, Transport Department, 

Registration Department and Excise Department.   

The instances mentioned in this Report are those, which came to notice in the 

course of test audit of records during the year 2017-18 as well as those which 

came to notice in earlier years but could not be reported in previous Audit 

Reports. Instances relating to the period subsequent to 2017-18 are also 

included wherever necessary. 

Audit has been conducted in conformity with the Auditing Standards issued by 

the Comptroller and Auditor General of India.  
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Overview 

The Report contains 18 paragraphs including one Performance Audit and 17 

Compliance Audit paragraphs involving revenue impact of ` 938.56 crore. 

Some of the major findings are mentioned below: 

I.     General 

Total revenue receipts of the State Government for the year 2017-18 amounted 

to ` 83,020.14 crore against ` 75,611.72 crore for the previous year.  69 per 

cent of this was raised by the State through tax revenue (` 46,459.61 crore) 

and non-tax revenue (` 11,199.61 crore). The balance 31 per cent was receipt 

from the Government of India as State’s share of divisible Union taxes 

(` 16,833.08 crore) and Grants-in-aid (` 8,527.84 crore).  

(Paragraph 1.1.1) 

Arrears of revenue as on 31 March 2018 on some principal heads of revenue 

amounted to ` 14,904.91 crore, of which, ` 5,514.14 crore was outstanding for 

more than five years.  

(Paragraph 1.2) 

At the end of June 2018, 3,340 Inspection Reports (IRs) in respect of various 

Departments containing 26,690 observations involving money value of 

` 8,575.04 crore was outstanding.  

(Paragraph 1.7) 

II.    Taxes/VAT on sales, trade etc. 

Mechanism of Disposal of Appeals and Implementation of Appellate 

orders in SGST Department 

The Department could not monitor the receipt and disposal of appeals at 

Appellate Authority level and its implementation at the level of assessing 

authorities due to the non-availability of appellate module in KVATIS, which 

led to the huge backlog of pending appellate cases.  

(Paragraph 2.4.1) 

In 42 Assessment Circles, neither  557 dealers filed any appeal after remitting 

20 per cent of the disputed tax for the period from April 2016 to June 2017 nor 

did  the Department start revenue recovery proceedings for recovery of the 

amount resulting in non-realisation of revenue amounting to ₹ 10.57 crore.  

             (Paragraph 2.4.2) 

 

In 43 Assessment Circles, 479 appellate cases with tax effect of ` 372.59 crore 

disposed by the first appellate authorities were pending for modification/ 

disposal with the concerned assessing authorities.  

(Paragraph 2.4.3) 
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Short Levy of Tax 
 

Short levy of tax amounting to ` 21.74 crore due to application of incorrect 

rate of tax; escape of turnover from assessment and calculation error in 

assessment in eight instances were noticed. 

(Paragraph 2.5) 

Non-levy of Integrated Goods and Services Tax (IGST) on the inward supply 

of Extra Neutral Alcohol (ENA) valuing ₹ 258.57 crore worked out to ₹ 46.54 

crore out of which fifty per cent i.e. ₹ 23.27 crore is to be received as 

apportionment to Government of Kerala. 

(Paragraph 2.6) 

III.    Taxes on Vehicles 

Functioning of Kerala Road Safety Authority – Collection and Utilisation 

under Road Safety Fund 

 

Audit observed that despite clear provisions in the statutes, there was a short 

transfer of money to Kerala Road Safety Fund (KRSF) amounting to ₹ 435.51 

crore for the period from 2008-09 to 2017-18. 

(Paragraph 3.4.2.1) 

Diversion of compounding fee and non-remittance of compounding fee into 

the designated head of account by the Police Department  resulted in loss of 

share of ₹ 15.57 crore to KRSF.  

(Paragraph 3.4.2.2) 

Short levy of tax 

Short levy of one time tax on vehicles reclassified from the category of 

transport vehicle to non-transport vehicles in 15 out of 17 RTOs and 45 out of 

55 SRTOs amounting to ` 2.06 crore in 2,092 cases. 

 (Paragraph 3.5 (a)) 

Non-remittance of tax by 139 stage carriages amounting to ₹ 43.79 lakh during 

the operated period (period for which non-use intimation is not filed) in 12 out 

of 17 RTOs. 

 (Paragraph 3.7) 

IV.    Land Revenue and Building Tax 

Implementation of Land Ceiling and Management of Surplus Land in 

Kerala 

The department did not maintain a taluk/Taluk Land Board (TLB) wise 

detailed database of ceiling cases, exempted lands and surplus lands in the 

State which was crucial for the identification, protection and utilisation of 

surplus lands. 

(Paragraph 4.4.1) 
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In 43 out of 89 Sub Registrar Offices (SRO) in the five selected districts, 184 

registered documents having more than 6.0702 ha (15 acres) of land, involving 

5,192.4161 ha of land (valuing ₹ 311.35 crore as per the documents) were not 

identified by the Revenue department for initiating ceiling cases. 

(Paragraph 4.4.2) 

Land in excess of ceiling limit was not reported by Department during 

acceptance of land tax payment details in respect of land holdings above 

6.0702 ha (15 acres) in 358 cases out of 372 cases (96.24 per cent) involving 

12,574.5135 ha of land. 

(Paragraph 4.4.3) 

No ceiling cases were initiated in respect of 114 cases (57.87 per cent) 

involving 2,141.7317 ha of land (valuing ₹ 499.44 crore as per the fair value) 

out of 197 cases reported by the Taluk Office (TO)/VOs to the respective 

TLBs as having land in excess of the ceiling area. 

(Paragraph 4.4.4) 

Joint Physical Inspection (JPI) with the representatives of the concerned 

TLB/Taluk/VOs revealed that violation of exemption to an extent of 239.1020 

ha of land (valuing ₹ 189.73 crore as per the fair value) in 33 out of 67 cases 

remained undetected. 

(Paragraph 4.4.5) 

In the five selected districts, there was delay in acquisition of surplus land of 

1,588.0412 ha in 169 cases. 

(Paragraph 4.4.7) 

Irregular assignment of surplus land was noticed in four instances. 

(Paragraph 4.4.9) 

Short levy of tax 

In 24 out of 39 TOs, 798 buildings completed during 2015-16 and 2016-17 

escaped assessment to building tax which resulted in non-levy of building tax 

of ` 2.70 crore. 

(Paragraph 4.5) 

Scrutiny of basic tax collection details for the period from 2014-15 to 2016-17 

revealed that there was short/non collection of basic tax in 15 cases in 6 TOs 

amounting to ₹ 47.33 lakh. 

(Paragraph 4.6) 
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V.  Other Tax Receipts 

A - STATE EXCISE 

Non-inclusion of import fee element in the purchase cost for levying excise 

duty led to loss of revenue of ₹ 4.72 crore for the years 2016-17 and 2017-18. 

(Paragraph 5.5) 

Cross-verification of data obtained from the Office of the Drugs Controller in 

the six districts for 2017-18 revealed that 11,855 persons had not taken 

licences from the Excise department for the trading of spirituous preparations, 

which resulted in loss of revenue in the form of license fee of ` 2.35 crore per 

year. 

(Paragraph 5.7) 

Non-imposition of fine for unauthorised reconstitution of Board of Directors 

of companies/firms holding Foreign Liquor licences and non-collection of fee 

for regularisation resulted in non-realisation of revenue of ` 1.20 crore from 

20 companies during the period from 2016-17 and 2017-18. 

(Paragraph 5.8) 

B - STAMP DUTY AND REGISTRATION FEE 

Performance Audit on Functioning of OPEN PEARL in Registration 

Department 

Inordinate delay in achievement of goals due to lack of organisational and 

management controls over the project and the absence of User Requirement 

Specification, Service Level Agreements, Government order and detailed 

project proposal. 

(Paragraph 5.12.7.1) 

Absence of Business Continuity Plan / Disaster Recovery Plan and failure to 

test and restore backed up data. 

(Paragraph 5.12.7.2) 

Delay in completion of the registration process of documents due to additional 

work of data entry and validation of the data in addition to the preparation of 

document on stamped or e-stamped paper and its verification. 

(Paragraph 5.12.7.3) 

Maintenance of soft copy of e-stamp, absence of password protection, facility 

to take unrestricted printouts renders e-stamps insecure. There are no 

provisions for capturing serial numbers of e-stamps used for registration and 

purchase of additional e-stamp in case the e-stamps purchased are found to be 

insufficient. 

(Paragraph 5.12.7.4) 
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(ix) 

Non-reduction of workload despite computerisation due to manual 

maintenance of accounts, revenue statements, reconciliation statement of the 

remittances, manual preparation and delivery of certified copies, list 

certificates and marriage certificates. 

(Paragraph 5.12.8.1) 

Incomplete and/or incorrect data in the database resulted in generation of 

incorrect Management Information System (MIS) reports and control registers. 

(Paragraph 5.12.8.4) 

Out of the 26 deficiencies pointed out in the Report of the Comptroller and 

Auditor General of India (Revenue Receipts), Government of Kerala for the 

year ended 31 March 2009 (Volume I), 20 issues were taken care of in the 

OPEN PEARL. However, six issues viz., delay in project completion and non-

achievement of objectives, non-validation of current data, generation of 

incorrect/defective reports, non-existence of Business Continuity Plan 

(BCP)/Disaster Recovery Plan (DRP), deficiencies in Internal Control are still 

persisting. 

(Paragraph 5.12.9) 

 

Short levy of Stamp Duty and Registration Fee 

Loss of revenue of ` 11.06 crore due to non-registration of 237 agreements 

entered into between flat/apartment owners and developers/builders in SRO 

Ernakulam. 

(Paragraph 5.13) 

Short collection of revenue of ` one crore due to misclassification of land in 

SRO Kalpetta. 

(Paragraph 5.14, bullet 1) 
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CHAPTER-I   

GENERAL 

1.1 Trend of revenue receipts 

1.1.1  The tax and non-tax revenue raised by the Government of Kerala during the 

year 2017-18, the State’s share of net proceeds of divisible Union taxes and duties 

assigned to the State, Grants-in-aid received from the Government of India during 

the year and the corresponding figures for the preceding four years, are mentioned 

in Table - 1.1. 

Table - 1.1 

Trend of revenue receipts 

(` in crore) 

Sl. 

No. 

Particulars 2013-14 2014-15 2015-16 2016-17 2017-18 

1 Revenue raised by the State Government 

   Tax revenue 31,995.02 35,232.50 38,995.15 42,176.37 46,459.61 

  Non-tax revenue1 5,575.03 

(4,059.49) 

7,283.69 

(5,097.95) 

8,425.49 

(5,902.45) 

9,699.98 

(6,683.27) 

11,199.61 

(6,896.23) 

Total 
37,570.05 

(36,054.51) 

42,516.19 

(40,330.45) 

47,420.64 

(44,897.60) 

51,876.35 

(48,859.64) 

57,659.22 

(53,355.84) 

2 Receipts from the Government of India 

  Share of net 

proceeds of 

divisible  Union 

taxes  and duties 

7,468.68 7,926.29 12,690.67 15,225.02 16,833.08 

 Grants-in-aid 4,138.20 7,507.99 8,921.35 8,510.35 8,527.84 

Total 11,606.88 15,434.28 21,612.02 23,735.37 25,360.92 

3 Total revenue receipts 

of  the State 

Government (1 and 2) 

49,176.93 

(47,661.39) 

57,950.47 

(55,764.73) 

69,032.66 

(66,509.62) 

75,611.72 

(72,595.01) 

83,020.14 

(78,716.76) 

4 Percentage of 1 to 3 76 73 69 69 69 

Source : Finance Accounts prepared by AG(A&E), Kerala. 

The above table indicates that during the year 2017-18, the revenue raised by the 

State Government (` 57,659.22 crore) was 69 per cent of the total revenue receipts. 

The balance 31 per cent of the revenue during 2017-18 was share of net proceeds 

of divisible Union taxes, duties and Grants-in-aid from the Government of India.  

                                                           
1 The receipt from State lotteries for the year 2017-18 was ` 9,034.16 crore, which was 80.66 per 

cent of non-tax revenue. The difference between the figures shown in column and bracket 

represent expenditure on prize winning tickets of lotteries conducted by the Government. 
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1.1.2  The details of the tax revenue raised during the period 2013-14 to 2017-18 

are given in Table - 1.2. 

Table - 1.2 

Details of Tax Revenue raised 

Source : Budget Estimates and Finance Accounts of the respective years. 

  

                                                           
2  Both the head of accounts 0040 and 0006 are being operated by State Goods and Services Tax 

Department. 
3 Taxes on immovable property other than agricultural land, Luxury tax and Entertainment tax. 

 (` in crore) 

Sl. 

No. 

Head of 

revenue 

2013-14 2014-15 2015-16 2016-17 2017-18 Percentage of 

increase (+) 

or decrease (-) 

in 2017-18 

over 2016-17 

BE Actual BE Actual BE Actual BE Actual BE Actual BE Actual 

1 00402 - Tax 

on Sales, 

Trade etc. 

28,456.62 24,885.25 31,913.47 27,908.33 34,712.28 30,736.78 36,952.98 33,453.49 42,187.57 24,577.82 14.17 (-) 26.53 

2 00062-State 

Goods and 

Services Tax 

- - - - - - - - - 12,007.69 - - 

3 0041 - Taxes 

on vehicles 

2,570.65 2,161.09 2,799.82 2,364.95 3,087.35 2,814.30 3,351.49 3,107.23 3,890.63 3,662.85 16.09 17.88 

4 0030-Stamps 

and 

Registration 

Fees 

4,207.01 2,593.29 3,733.67 2,659.02 4,311.33 2,877.73 3,469.41 3,006.58 3,489.80 3,452.56 0.59 14.83 

5 0039 - State 

Excise 

2,801.75 1,941.72 3,208.36 1,777.42 2,600.66 1,964.16 2,397.36 2,019.30 2,945.34 2,240.42 22.86 10.95 

6 0029 - Land 

Revenue 

135.49 88.78 169.57 139.03 138.46 182.28 191.34 124.15 193.52 162.16 1.14 30.62 

7 0043 - Taxes 

and Duties on 

Electricity 

284.15 42.25 309.14 48.71 189.06 57.66 225.04 63.30 195.45 66.87 (-) 13.15 5.64 

8 0022 - Taxes 

on 

Agricultural 

Income 

23.99 21.55 26.35 8.60 28.33 2.01 10.94 2.37 6.13 2.86 (-) 43.97 20.68 

9 Others3 291.44 261.09 307.11 326.44 360.56 360.23 445.05 399.95 503.05 286.38 13.03 (-) 28.40 

Total 38,771.10 31,995.02 42,467.49 35,232.50 45,428.03 38,995.15 47,043.61 42,176.37 53,411.49 46,459.61 13.54 10.16 
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1.1.3  The details of non-tax revenue raised during the period 2013-14 to 2017-18 

are indicated in Table - 1.3. 

Table - 1.3 

Details of Non-Tax Revenue raised 

    (` in crore) 

Sl. 

No. 

Head of 

revenue 

2013-14 2014-15 2015-16 2016-17 2017-18 Percentage of 

increase (+) or 

decrease (-) in 

2017-18 over 

2016-17 

BE Actual BE Actual BE Actual BE Actual BE Actual BE Actual 

1 0075-00-103- 

Miscellaneous 

General 

Services- 

State 

Lotteries 

2,307.00 2,280.15 2,875.00 3,259.14 4,105.60 3,748.37 5,728.90 4,266.57 5,826.654 4,730.795 1.71 10.88 

2 0406 - 

Forestry and 

Wild Life 

328.83 329.95 376.17 300.40 468.73 283.04 446.48 296.85 404.88 245.42 (-) 9.32 (-) 17.33 

3 0202 - 

Education, 

Sports, Art 

and Culture  

259.18 308.13 253.15 246.41 369.71 243.63 376.83 282.35 340.49 257.78 (-) 9.64 (-) 8.70 

4 Others6 1,333.56 1,141.26 1,473.15 1,292.00 1,725.98 1,627.41 2,046.21 1,837.50 2,095.52 1,662.24 2.41 (-) 9.54 

Total 4,228.57 4,059.49 4,977.47 5,097.95 6,670.02 5,902.45 8,598.42 6,683.27 8,667.54 6,896.23 0.80 3.19 

Source: Budget Estimates and Finance Accounts of the respective years. 

1.2 Analysis of arrears of revenue 

The arrears of revenue as on 31 March 2018 on some principal heads of revenue 

amounted to ` 14,904.91 crore of which ` 5,514.14 crore was outstanding for more 

than five years, as detailed in the Appendix - I. 

Ineffective implementation of the systems for the realisation of arrears of revenue 

such as prompt reporting of arrears to the Revenue Department and pursuance by 

                                                           
4  The District Lottery Officers are authorised to incur expenditure towards prize winning tickets                   

(small denominations upto and including ` 5,000) by appropriating the receipts collected in the 

respective offices.  The other expenditures are met from the budget allocation of the State.  From 

gross receipts (budget estimates) of ` 9,196.90 crore, expenditure on prize winning tickets of 

lotteries (budget estimates) of ` 3370.25 crore was deducted. 
5  From gross receipts of ` 9,034.16 crore, expenditure of ` 4,303.38 crore on prize winning   

tickets was deducted, but other expenditure like commission to agents (` 2,789.69 crore), 
establishment expenses (` 214.49 crore), etc., were not deducted. 

6 Receipts from Interest receipts, Medical and Public Health, Crop Husbandry, Animal 

Husbandry, Public Works, Other Administrative Services, Police, Co-operation, Major 

Irrigation Projects, Judiciary, Jail, Stationery, etc. 
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the departments concerned for realising the arrears were the main reasons for this 

huge pendency. The arrears of ` 5,514.14 crore pending for more than five years in 

eleven departments included those of the Excise Department from 1952 onwards. 

The cases referred to the Government for write off (` 158.94 crore) were also not 

being pursued by the departments/offices concerned.  

1.3 Arrears in assessments 

The particulars regarding the arrears in assessment such as cases pending at the 

beginning of the year, cases becoming due for assessment, cases disposed of during 

the year and number of cases pending for finalisation at the end of the year 2017-

18 were furnished by the Departments (November 2018) as given in Table -1.4. 

Table – 1.4 

Arrears in assessments 

 

Source : Details obtained from the respective Departments. 

During the year, the R&DM Department cleared 11,148 out of 13,015 arrear cases 

of building tax and 337 out of 1,449 cases of plantation tax. In the SGST 

Department, the clearance of arrears in assessments was 16,294 out of 29,032 cases.  

  

Head of revenue Opening 

balance 

New cases 

due for 

assessment 

during 

2017-18 

Total 

assessments 

due 

Cases 

disposed 

of 

during 

2017-18 

Balance 

at the 

end of 

the year 

Percentage 

of disposal 

(col. 5 to 4) 

1 2 3 4 5 6 7 

Revenue and Disaster Management Department 

1) Building Tax 13,015 1,65,796 1,78,811 1,71,017 7,794 95.64 

2) Plantation Tax 1,449 710 2,159 453 1,706 20.98 

State Goods and Services Tax Department 

1)  a. Sales Tax 2,024 1,043 3,067 1,194 1,873 38.93 

     b. Motor Spirit Tax 77 44 121 47 74 38.84 

     c. Luxury Tax 7,468 7,306 14,774 6,846 7,928 46.34 

     d. Tax on Works       

         Contracts 

981 6,626 7,607 2,748 4,859 36.12 

     e.  Others 18,195 39,581 57,776 34,175 23,601 59.15 

2) Taxes on Agricultural  

     Income 

287 305 592 406 186 68.58 
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1.4 Evasion of tax detected by the Departments 

The details of cases of evasion of tax detected by the Departments were called for 

by Audit and the details furnished by the SGST, Motor Vehicles, Registration and 

Revenue and Disaster Management (R&DM) Departments are given in Table - 1.5. 

Table – 1.5  

Details of evasion of tax detected 

 

Sl. 

No. 

Head of 

revenue 

Cases 

pending 

as on 31 

March 

2017 

Cases 

detected 

during 

2017-18 

Total Number of cases in which 

assessment/ investigation 

completed and additional 

demand with penalty etc. 

raised 

Number of 

cases 

pending for 

finalisation 

as on 31 

March 2018 
Number of 

cases  

Amount of 

demand 

(` in crore) 

1 0040-Tax on 

Sales, Trade etc. 

10,849 62,934 73,783 52,540 1,740.06 21,243 

2 0006-Goods and 

Service Tax 

0 3,062 3,062 3,056 10.76 6 

3 0041  - Taxes on 

vehicles 

133 0 133 21 0.14 112 

4 0030-Stamps and 

Registration  Fees 

61,431 10,272 71,703 9,190 7.20 62,513 

5 0029-Land 

Revenue 

2,285 2,423 4,708 1,988 8.95 2,720 

Source: Details obtained from respective Departments. 

The reasons for pendency were not furnished by the Departments (September 

2019). 

1.5 Pendency of refund cases 

The details of refund cases pending at the beginning of the year 2017-18, claims 

received during the year, refunds allowed during the year and the cases pending at 

the close of the year 2017-18 as reported by the SGST and Excise Departments are 

given in Table -1.6. 
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Table – 1.6 

Details of pendency of refund cases 

(₹ in crore) 

Sl 

No. 

Particulars SGST State Excise 

No. of cases Amount No. of cases Amount 

1. Claims outstanding at the beginning 

of the year 2017-18 

8,825 287.64 14 1.89 

2. Claim  received during the year 4,988 89.06 6 0.66 

3. Refunds made during the year 3,112 115.23 5 0.22 

4. Balance outstanding at the end of 

the year 2017-18 

10,701 261.47 15 2.33 

Source: Details obtained from the respective Departments. 

In the SGST Department, number of refund cases outstanding as at the end of 

March 2018 was 10,701, of which 10,691 cases pertain to refund of value added 

tax. The reason for huge pendency of outstanding cases was not explained by the 

Department. 

The Department may consider speedy settlement of refund cases in the interest of 

revenue and benefit of claimants. 

1.6 Analysis of cases in which stay was granted 

An analysis of arrears of revenue which were under various stages of collection 

revealed that the arrears pending collection as on 31 March 2018 included 

collections stayed by various authorities at various stages on some principal heads 

of revenue as detailed in Table -1.7. 

Table – 1.7 

Stages of stay granted 

  (` in crore) 

Sl. 

No. 

Head of revenue Total arrear 

amount 

Stage wise details of  Total 

amount 

under stay 

 % of 

stay to 

total 

arrear  

Stay by Court 

and other judicial 

authorities 

Stay by 

Government 

1 0040- Tax on sales, trade etc. 9,956.91 3,167.24 66.51 3,233.75 32.48 

2 0043-Taxes and Duties on 

Electricity 

1,537.71 14.13 0 14.13 0.92 

3 0406-Forestry and Wild Life 366.57 1.89 80.14 82.03 22.38 

4 0039-State Excise 205.94 49.05 0 49.05 23.82 

5 0029- Land Revenue 378.57 244.07 88.03 332.10 87.72 

6 0030-Stamps and Registration 

Fees 

32.70 9.61 0 

 

9.61 29.39 

7 1051-Ports and Light Houses 5.03 4.27 0 4.27 84.89 
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Sl. 

No. 

Head of revenue Total arrear 

amount 

Stage wise details of  Total 

amount 

under stay 

 % of 

stay to 

total 

arrear  

Stay by Court 

and other judicial 

authorities 

Stay by 

Government 

8 0853-Non-Ferrous Mining and 

Metallurgical Industries  

61.63 8.08 15.34 23.42 38.00 

Total 12,545.06 3,498.34 250.02 3,748.36 29.88 

Source : Details obtained from the respective Departments. 

An amount of ` 3,748.36 crore is pending under stay, which is 29.88 per cent of 

the total arrear amount. The Departments need to take effective action to vacate the 

stay and to realise the amounts. 

1.7 Response of the Government/Departments to Audit 

The Accountant General (E&RSA), Kerala, conducts periodical inspection of the 

Government Departments to test check the transactions and verifies the 

maintenance of important accounts and other records as prescribed in the rules and 

procedures. These inspections are followed up with inspection reports (IRs) 

incorporating irregularities detected during the inspection and not settled on the 

spot, which are issued to the heads of the offices inspected with copies to the next 

higher authorities for taking prompt corrective action. The heads of the 

offices/Government are required to furnish the first reply within four weeks from 

the date of receipt of the Inspection Report. Serious financial irregularities are 

reported to the heads of the Departments and the Government.  

Inspection reports issued upto December 2017 disclosed that 26,690 paragraphs 

involving ` 8,575.04 crore relating to 3,340 IRs were outstanding at the end of June 

2018 as mentioned below with the corresponding figures for the preceding two 

years in Table - 1.8. 

Table – 1.8 

Details of pending Inspection Reports 

 June 2016 June 2017 June 2018 

Number of IRs pending for settlement  2,672 3,243 3,340 

Number of outstanding audit observations 24,662 26,848 26,690 

Amount of revenue involved (` in crore) 7,253.02 8,017.53 8,575.04 

Source: Details compiled by AG (E&RSA) and reconciled with respective Departments. 
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1.7.1   Department-wise details of IRs 

The Department-wise details of the IRs and audit observations outstanding as on 

30 June 2018 and the amounts involved are mentioned in the Table - 1.9. 

Table – 1.9 

Department-wise details of IRs 

(` in crore) 

Sl.  

No. 

Name of the 

Department 

Nature of receipts Number of 

outstanding 

IRs 

Number of 

outstanding 

audit 

observations 

Money 

value 

involved 

 

1. 

 

SGST Taxes on sales, trade, etc. 1,954 19,497 4,641.24 

Taxes on agricultural 

income 

161 633 162.05 

2. Power Electricity duty 29 115 3,176.39 

3. R&DM Land Revenue 458 2,807 350.73 

4. Motor Vehicles Taxes on vehicles 317 2,564 156.33 

5. State Excise Excise 125 344 34.97 

6. Registration Stamp duty and registration 

Fees 

262 644 39.89 

7. Lotteries Receipts from lotteries 34 86 13.44 

Total 3,340 26,690 8,575.04 

Source : Details compiled by AG(E&RSA) and reconciled with the respective Departments. 

Audit did not receive even first replies within four weeks from the date of issue of 

the IRs in case of 136 IRs from seven heads of offices during 2017-18. The large 

pendency of IRs due to non-receipt of replies shows the failure in effective 

monitoring and clearance of the pending audit observations by the heads of offices 

and Departments as noticed by the Audit Monitoring Committees at the Secretary 

level and Apex Committees at the Chief Secretary level.  

The Government needs to put in place an effective system for ensuring prompt and 

appropriate response to audit observations within the time frame prescribed in the 

circular7 issued by the Finance Department.  

1.7.2    Departmental Audit Committee Meetings 

The Government set up Audit Committees to monitor and expedite the progress of 

settlement of local audit reports and paragraphs in the local audit reports.  The 

details of the Audit Committee Meetings held during the year 2017-18 and the 

paragraphs settled are mentioned in Table – 1.10. 

                                                           
7  Circular memorandum  No. 57374/Ins.2/65/Fin. Dated 15 November 1965. 
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Table – 1.10 

Details of the Departmental Audit Committee Meetings 

(` in lakh) 

Sl. 

No. 

Head of revenue Number 

of 

meetings 

held 

Number of audit 

observations 

pending as on 31 

March 2017 

Number of 

paragraphs 

settled 

Amount 

involved in 

settled 

paragraphs 

1 0040-Tax on Sales, Trade etc. 5 20,996 1,698 51,096.12 

2 0041-Taxes on vehicles 8 2,832 840 2,271.68 

3 0029-Land Revenue  5 2,528 285 478.55 

4 0030-Stamps and Registration 

Fees 

11 838 386 258.56 

5 0043-Taxes and Duties on 

Electricity 

0 117 0 0 

6 0039-State Excise 3 314 27 0 

7 0022-Taxes on Agricultural 

Income 

2 788 122 439.22 

8 0075-00-103-Miscellaneous 

General Services-State Lotteries 

2 68 25 0 

Total 36 28,481 3,383 54,544.13 

Source : Details obtained from the respective Departments. 

An amount of ` 237.40 lakh was recovered after discussion in these meetings. The 

progress of settlement of paragraphs pertaining to the SGST Department and 

R&DM Department was negligible compared to the huge pendency of the local 

audit reports and paragraphs despite holding departmental Audit Committee 

Meetings. 

1.7.3    Non-production of records to Audit for scrutiny 

The programme of local audit of Tax Revenue/Non-tax Revenue offices is drawn 

up sufficiently in advance and intimations are issued, usually one month before the 

commencement of audit, to the departments to enable them to keep the relevant 

records ready for audit scrutiny. 

During the year 2017-18, files relating to Kerala Value Added Tax (KVAT) 

assessments, in which, the turnover of the assessee was above ` 60 lakh and all 

Kerala General Sales Tax (KGST) assessments, in which, the tax effect was above 

` 2 lakh were called for by Audit for scrutiny in the SGST Department. However, 

361 tax assessment files relating to 37 offices were not made available to Audit. Of 

these 145 files pertained to 13 special circles and works contract offices, where 

assessments of major dealers are dealt with (Appendix II). 

Circle/division wise analysis showing the names of the head of offices for the years 

2013-14 to 2017-18 is given in Appendix III. 
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Non-production of large number of transaction records involving substantial 

revenue hinders Audit in discharging the constitutional responsibility and comes in 

the way of assuring the State Government about the quality and risk involved in 

these transactions involving revenue for the State Government. The possibility of 

fraud or misappropriation or business malfeasance remaining hidden/surpassed and 

escaping detection during audit also remains high.  

1.7.4 Response of the Departments to the draft paragraphs 

The draft audit paragraphs proposed for inclusion in the Report of the Comptroller 

and Auditor General of India are sent by the Accountant General to the Secretaries 

of the respective Departments drawing their attention to audit findings and 

requesting their response within six weeks. 

Thirty draft paragraphs including one Performance Audit (PA) report were sent to 

the Secretaries of the respective Departments by name between July 2018 and 

March 2019. The Secretaries of the Departments furnished replies to all the 

paragraphs except three. 

1.7.5 Follow up on the Audit Reports-summarised position 

The internal working system of the Public Accounts Committee (PAC), notified in 

December 2002, laid down that after the presentation of the Report of the 

Comptroller and Auditor General of India in the Legislative Assembly, the 

Departments shall initiate action on the audit paragraphs and the action taken 

explanatory notes thereon should be submitted by the Government to the 

Legislature Secretariat with copies to the Accountant General and Finance (PAC) 

Department within two months of tabling the Report, for consideration of the 

Committee. In spite of these provisions, the explanatory notes on audit paragraphs 

of the Reports were being delayed inordinately. In the Reports of the Comptroller 

and Auditor General of India on the Revenue Sector of the Government of Kerala 

for the years ended 31 March 2013 to 31 March 2017 placed before the State 

Legislative Assembly between 10 June 2014 to 12 June 2018, 149 paragraphs 

(including Performance Audit) were included. The action taken explanatory notes 

from the Departments concerned on 80 paragraphs were received late with delay 

ranging from 2 months to 47 months in respect of these Audit Reports and action 

taken on the rest of the paras are yet to be received. Action taken explanatory notes 

in respect of 28 paragraphs from four departments (Taxes, Excise, Transport and 

R&DM) have not been received for the Audit Report for the year ended 31 March 

2017 so far (September 2019). 

The PAC discussed 37 paragraphs pertaining to the Audit Reports for the years 

from 2013 to 2017. PAC Reports have not been received on these paras during the 

respective tenures of the Committee during the period 2016-19 and 2019-21.  

It was noticed that five departments did not submit action taken explanatory notes 

on the Audit paragraphs as of September 2019 in respect of 69 paragraphs (55 
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individual and 14 Performance Audit/Review paragraphs) featured in the C&AG’s 

Audit Reports from the year ended 31st March 2013. In respect of 55 individual 

transaction audit paragraphs, compliance was not furnished by four departments. 

The departments largely responsible for non-submission of action taken 

explanatory notes were Taxes, Transport and R&DM. The non-receipt of ATNs 

was brought to the notice of the Chief Secretary to the Government in the Apex 

Committee meetings held on 08 December 2016, 15 June 2017, 11 December 2017, 

23 June 2018 and 18 December 2018.   

Action Taken Notes on PAC recommendations have not been received in respect 

of 108 out of 130 recommendations of the PAC from four Departments i.e., Taxes, 

Excise, Transport and R&DM as mentioned in Table 1.11 (September 2019).  

Table 1.11 

Details of non-receipt of ATNs from four Departments 

Year Name of Department Total 

Taxes Excise Transport Revenue & 

Disaster 

Management 

2004-06 - - - 1 1 

2006-08 - - - 3 3 

2008-11 3 - - 1 4 

2011-14 - - 1 - 1 

2014-16 6 - 6 - 12 

2016-19 52 20 9 6 87 

Total 61 20 16 11 108 

Source: Records maintained by the AG and reconciled with the Departmental figures. 

1.8 Status of the mechanism for dealing with the issues raised in 

Audit 

To analyse the system of addressing the issues highlighted in the Inspection 

Reports/Audit Reports by the Departments/Government, the action taken on the 

audit paragraphs and Performance Audit included in the Audit Reports of the last 

10 years of one Department was evaluated and included in this Audit Report. 

The following paragraphs 1.8.1 to 1.8.2 discuss the performance of the Excise 

Department under revenue head 0039 – State Excise and cases detected in the 

course of local audit and the cases included in the Audit Reports for the years 2007-

08 to 2016-17. 
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1.8.1.  Position of Inspection Reports 

The summarised position of the inspection reports issued during the last 10 years, 

paragraphs included in these reports and their status as on 31 March 2017 are 

tabulated below in Table - 1.12. 

Table – 1.12 

Position of Inspection Reports  

Source: Figures compiled by the AG and reconciled with the Departmental figures. 

The Audit Committee and Audit Monitoring Committee meetings held between the 

Department and Office of the Accountant General helped in the clearance of old 

paragraphs. Due to the effort of Audit Committee Meetings and correspondence by 

the headquarters sections a total number of 2,069 paragraphs and 842 IRs were 

cleared during the year. 

1.8.2. Recovery in accepted cases 

The position of paragraphs included in the Audit Reports of the last 10 years, those 

accepted by the Department and the amount recovered are mentioned in Table - 

1.13. 

Table – 1.13 

Details of paragraphs included in the Audit Reports 

(` in crore) 

Sl. 

No. 

Year of 

Audit 

Report 

Number of 

paragraphs 

included  

Money 

value of 

paragraphs 

Number of 

paragraphs 

accepted  

Money value of 

accepted 

paragraphs 

Amount 

recovered 

during the 

year 

Cumulative position 

of recovery of 

accepted cases as of 

31.03.2017 

1 2007-08 1 17.36 1 17.36 - - 

2 2008-09 1 0.18 - - - - 

     (` in crore) 

Sl No. Year Opening Balance Addition during the 

year 

Clearance during the 

year 

Closing balance 

during the year 

IRs Paras Money 

value 

IRs Paras Money 

value 

IRs  Paras Money 

value 

IRs  Paras Money 

value 

1 2007-08 367 661 172.61 141 368 27.77 64 144 0.24 444 885 200.14 

2 2008-09 444 885 200.14 139 365 55.56 57 167 76.25 526 1083 179.44 

3 2009-10 526 1083 179.44 95 264 21.47 232 613 45.84 389 734 155.07 

4 2010-11 389 734 155.07 45 145 1.11 125 353 123.49 309 526 32.69 

5 2011-12 309 526 32.69 37 86 0 39 129 0.96 307 483 31.73 

6 2012-13 307 483 31.73 32 116 8.53 38 89 5.76 301 510 34.50 

7 2013-14 301 510 34.50 17 81 7.77 50 103 1.12 268 488 41.15 

8 2014-15 268 488 41.15 41 146 14.94 96 129 1.70 213 505 54.39 

9 2015-16 213 505 54.39 33 81 3.07 95 206 14.97 151 380 42.49 

10 2016-17 151 380 42.49 22 70 0.99 46 136 14.67 127 314 28.82 
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Sl. 

No. 

Year of 

Audit 

Report 

Number of 

paragraphs 

included  

Money 

value of 

paragraphs 

Number of 

paragraphs 

accepted  

Money value of 

accepted 

paragraphs 

Amount 

recovered 

during the 

year 

Cumulative position 

of recovery of 

accepted cases as of 

31.03.2017 

3 2009-10 3 0.57 2 0.24 0.05 0.05 

4 2010-11 1 2.54 - - - 0.05 

5 2011-12 - - - - - 0.05 

6 2012-13 1 3.55 - - - 0.05 

7 2013-14 3 7.66 - - - 0.05 

8 2014-15 3 4.44 2 0.09 - 0.05 

9 2015-16 1 67.67 - 0.60 0.60 0.65 

10 2016-17 1 0.40 1 0.40 0.06 0.71 

Source: Figures furnished by the Excise Department. 

It is evident from the above table that the progress of recovery in accepted cases 

was negligible throughout the last ten years. The recovery in accepted cases was to 

be pursued as arrears recoverable from the parties concerned. 

1.9 Action taken on the recommendations accepted by the 

Departments/Government 

The draft reports of the Performance Audits conducted by the Accountant General 

are forwarded to the Department concerned/Government with a request to furnish 

their replies. These reports are also discussed in an Exit Conference and the views 

of the Department/Government included while finalising the Audit Reports. 

The details of seven Performance Audit Reports on the Departments of SGST, 

R&DM and Power featured in the Reports for the last five years along with 

recommendations and their status are given in Appendix IV. The Performance 

Audits on SGST Department covered the areas such as Assessment, levy and 

collection of VAT on transfer of goods involved in the execution of works/supply 

contract, Effectiveness of Kerala Value Added Tax Information System (KVATIS) 

in Tax administration, System of assessment under KVAT and Infrastructure 

facilities in the Commercial Taxes Department. The Performance Audits on the 

R&DM Department covered areas such as Land management and Disaster 

Management in the state. Audit also focussed on the levy, collection and accounting 

of Electricity duty, surcharge and inspection fee under the Power Department. 

In tune with the recommendations of Audit, the SGST Department has decided to 

conduct regular surveys to identify unregistered works contractors and to conduct 

inter-departmental cross verification of data. A new sub head of account under the 

Major head 0040-Tax on Sales, Trade etc. for crediting the VAT received under 

Works Contract has been sanctioned. The Department has also developed scrutiny 

module for Works Contract to do the scrutiny and assessment.  
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1.10 Audit planning 

The unit offices under various departments were categorised into high, medium and 

low risk units according to their revenue position, past trends of audit observations, 

complaints, media reports, non-production of records, information regarding 

malpractice obtained through Right to Information (RTI) and misappropriation. 

The annual audit plan was prepared on the basis of risk analysis which inter-alia 

included critical issues in government revenue, tax administration i.e. budget 

speech, white paper on finances, reports of the Finance Commission (State and 

Central), recommendation of the Taxation Reforms Committee, statistical analysis 

of the revenue earnings during the past five years, factors of the tax administration, 

audit coverage and its impact during the past five years etc.   

During the year 2017-18, there were 823 audit units, of which 445 units were 

planned and audited, which is 54.07 per cent of the total audit units. Besides the 

above mentioned units two Performance Audit and two Compliance Audits were 

also taken up during the year. 

1.11 Results of Audit 

Position of local audit conducted during the year  

Test check of the records of 445 units of Sales Tax/VAT/GST, State Excise, Motor 

Vehicles and other Departmental offices conducted during the year 2017-18 

showed under-assessment/short levy/loss of revenue aggregating to ` 1,583.49 

crore in 2,281 cases. During the course of the year, the Departments concerned 

accepted under-assessment and other deficiencies of ̀  937.37 crore involved in 237 

cases which were pointed out in audit during 2017-18. The Departments collected 

` 41.77 crore in 1,604 cases during 2017-18, pertaining to the audit findings of 

previous years. 

1.12 Coverage of this Report 

The Report contains 18 paragraphs, which came to notice in the course of test audit 

of records during the year 2017-18 as well as those in earlier years involving 

revenue impact of ` 938.56 crore. Instances relating to the period subsequent to 

2017-18 were also included, wherever necessary. The Department/Government 

accepted audit observations involving ` 916.71 crore, out of which, ` 2.52 crore 

was recovered. These are discussed in the succeeding Chapters II to V. 
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CHAPTER-II   

TAXES/VAT ON SALES, TRADE ETC. 

2.1 Tax administration 

Kerala General Sales Tax (KGST)/Kerala Value Added Tax (KVAT)/Goods and 

Services Tax (GST) laws and rules made thereunder are administered at the 

Government level by the Secretary, Taxes. The Commissioner, State Goods and 

Services Tax (SGST) Department is the head of the SGST Department who is 

assisted by Additional Commissioner, Joint Commissioners (JCs), Deputy 

Commissioners (DCs), Assistant Commissioners (ACs) and State Tax Officers. 

The assessment, levy and collection of tax are done by ACs and State Tax Officers. 

KGST is leviable on sale of Ganja, opium, foreign liquor and certain petroleum 

products. KVAT was leviable on the intra-state sale of remaining commodities and 

Central Sales Tax (CST) on inter-State sales. GST came into effect from 01 July 

2017 subsuming VAT, CST etc.  

2.2 Internal audit 

The Internal Audit Wing (IAW) in the SGST Department commenced functioning 

from 1 June 2009. The wing headed by the Deputy Commissioner is assisted by six 

ACs and 15 State Tax Officers along with subordinate staff. During 2017-18, the 

wing planned audit of 181 units but could audit only 116 units. All returns filed by 

tax payers having turnover above ` 60 lakh are compulsorily scrutinised 

electronically by the wing. Out of an overall outstanding of 9,824 paras in respect 

of the shortcomings/ deficiencies pointed out by the IAW, only 1,641 paras (16.70 

per cent) were cleared by the department. This indicated the inadequate response 

of the Commissioner, SGST Department to the observations of the IAW and in 

enforcing clearance of the paras by addressing the shortcomings/deficiencies 

pointed out by the wing. The reason for low clearance of observations made by 

IAW, though called for (May 2018) was not furnished by the Commissioner, SGST 

Department (September 2019). 

2.3  Results of audit 

There are 184 auditable units in the SGST Department. Out of these, audit selected 

166 units for test check during the year 2017-18. Test check of 19,293 

KGST/KVAT/CST assessment files out of the total 2,69,905 registered assessees 

in the State revealed underassessment and other irregularities in 795 cases relating 

to non/short levy of tax/interest, irregular allowance of Input Tax Credit, escape of 

turnover from assessment, application of incorrect rate of tax and non-observance 

of provisions of Acts/Rules etc. amounting to ` 533.32 crore. These cases are 

illustrative only as these are based on the test check of records. As this was a test 

audit in the test checked cases and the audit observation is of a nature that may 

reflect in other cases not covered in test audit, the Department may therefore, like 

to internally examine the position in rest of the units with a view to ensure that the 
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instances of non-compliance are taken care of by taking remedial measures, and 

may also fix responsibility for the lapses in all such cases. Audit pointed out some 

of the similar omissions in the earlier years also. Not only do these irregularities 

persist, but they also remain undetected till the next audit is conducted. 

Underassessment of tax and other irregularities involving ` 963.03 crore in 797 

cases which fall under the following categories including a paragraph on GST are 

given in Table - 2.1. 
Table - 2.1 

Details of cases and money value of audit paras 

(` in crore) 

Sl.    

No. 

Categories Number  of 

cases 
Amount 

1 Mechanism of disposal of Appeals  and Implementation of 

Appellate orders in SGST Department 

1 383.17 

2 Short payment of tax due to escape of turnover from assessment 245 130.25 

3 Grant of irregular exemption 46 3.10 

4 Short payment of tax due to excess availing of input tax credit 106 9.67 

5 Short payment of tax due to misclassification/incorrect rate of 

tax 

41 15.47 

6 Others 358 421.37 

Total  797 963.03 

Source: Figures compiled by AG(E&RSA). 

During the course of the year, the Department accepted under assessment and other 

deficiencies amounting to ` 479.74 crore in 225 cases, which were pointed out by 

Audit. An amount of ` 8.77 crore pointed out in 322 cases was realised during the 

year. 

The Department recovered the entire amount of ` 20.71 lakh in a case pointed out 

by Audit during 2017-18.  A few Audit observations involving ` 451.45 crore are 

given in the following paragraphs.  

  



Chapter : II – Taxes/VAT on sales, trade etc.  

 

 17 
 

 

2.4 Mechanism of disposal of Appeals and Implementation of 

Appellate orders in SGST Department 

As per the provisions of the erstwhile KVAT Act, 2003, and CST Act, 1956, the 

dealer aggrieved by any orders of the registering/assessing authorities can challenge 

the legality and reasonableness of such orders before the appellate forum. There are 

two stages of appeal. The right of first appeal is open to the assessee only. It is 

preferred before the designated DC/AC (Appeals) sitting in judgement. 

The assessee as well as the State, if aggrieved by orders of the first appellate 

authority, can prefer a second appeal before the Appellate Tribunal. Both the State 

and the assessee are at liberty to file a tax revision case before the Hon’ble High 

Court, if there is any question of law involved in the issue before the Tribunal. With 

the insertion of Section 58-A in KVAT Act, 2003, vide Kerala Finance Act 2016, 

the Commissioner may suo motu call for and examine any orders passed or 

proceedings recorded under this Act by any officer/authority. 

The objective of the Audit was to ascertain whether the appellate authorities 

processed the appeals as per the Acts and Rules. Pendency of appeals and revision 

cases relating to the period 2014-15 to 2017-18 (up to 30 June 2017 i.e., pre-GST 

period) having a direct impact on the Government revenue, were taken. Audit 

scrutinised the files and related documents in the Taxes Department, Office of the 

Commissioner, 111 offices (39.29 per cent) selected out of 28 DCs/ACs (Appeals) 

where cases disposed were more than 500 and 89 out of 114 Assessment Circles 

(78.07 per cent) under the selected DCs/ACs (Appeals).  A total of 26,473 appellate 

cases involving ₹ 1,88,981.30 lakh were disposed by the appellate authorities in the 

State. Out of the total disposals, 19,484 cases (73.60 per cent) involving                        

₹ 1,45,172.10 lakh were disposed by the selected appellate authorities. Audit had 

scrutinised 2,923 (15 per cent) cases out of which 10 per cent of cases were having 

tax effect of above ₹ 10 lakh and five per cent below ₹ 10 lakh.  

2.4.1   Non-availability of appellate module in KVATIS 

With the intention of streamlining the disposal of appeal cases, a link was also 

developed in KVATIS system. But this option was not made functional by the 

Department and all the appellate cases were dealt by the Department manually, as 

a result of which the Department could not monitor the receipt and disposal of 

appeals at appellate authority level and its implementation at the level of assessing 

authorities, leading to the huge backlog of pending appellate cases. Database 

regarding receipt and disposal of appeals is not properly maintained in the 

Appellate Offices and Appellate Orders registers are also not properly maintained 

in assessing circles. Audit noticed poor file management systems and the absence 

                                                           
1  Deputy Commissioner (Appeals) Thiruvananthapuram, Kollam-I & II, Ernakulam-I & II, 

 Kottayam, Kozhikode, Assistant Commissioner (Appeals) Ernakulam, Kozhikode, Thrissur & 

 Palakkad. 
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of management information system with regards to the disposal and pendency of 

appeals in the assessing circles.  

2.4.2 Non-recovery of disputed tax even though appeal was not filed by the 

assessee 

According to the second proviso below sub section 4 of Section 55 of KVAT Act, 

2003, as amended by the Kerala Finance Act 2016, where the appellant remits 20 

per cent of the disputed amount of the tax along with the collected tax, if any, 

further proceedings against recovery shall stand stayed till disposal of the appeal. 

Hence, the stay is deemed to have been granted subject to the condition that the 

appeal is preferred before the appellate authority after remittance of 20 per cent of 

disputed tax. However, if no appeal is filed within one month from the date on 

which the order was served to the assessee, the case would be treated as ‘tax not 

paid’. 

Audit identified that 557 dealers in 42 Assessment Circles had not filed any appeal 

after remitting 20 per cent of the disputed tax for the period from April 2016 to 

June 2017 and the Department had not started revenue recovery proceedings for 

recovery of the amount resulting in non-realisation of revenue amounting to ₹ 10.57 

crore (Appendix V). 

The Government stated (April 2019) that out of 557 cases pointed out, 326 cases 

have been verified and the remaining cases are being verified. It is also stated that 

out of verified cases, in 177 cases, assessees have filed the appeal, in 137 cases 

revenue recovery action has been initiated and in 11 cases, the assesses have 

remitted the amount. Further reply in the remaining 231 cases were not received 

(September 2019).  

2.4.3  Non-initiation of action by the assessing authorities on the orders of 

first appellate authorities 

As per Section 60 of the KVAT Act, 2003 and Rule 86 (2) of the KVAT Rules, 

2005, the revised/ modified order should be issued within 150 days i.e. (60 days + 

90 days), if the second appeal is not preferred by any of the parties in a higher 

forum.   

Audit observed that in respect of 43 out of 89 Assessment Circles test checked, 479 

appellate cases disposed by the first appellate authorities were pending 

modification/disposal with the concerned assessing authorities.  The non-

implementation of the appellate orders resulted in non-realisation of revenue 

amounting to ` 372.59 crore (Appendix VI). 

The Government stated (April 2019) that out of 479 cases pointed out, 49 cases 

were verified and verification of the remaining cases are underway. Out of verified 

cases, assessments were modified in 40 cases and in five cases RR action was 
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initiated to recover the amount. In the remaining four cases, second appeal was filed 

by the Department. Further progress is awaited (September 2019). 

2.5 Short levy of tax 

Out of the 795 cases observed by the Audit in respect of KGST/KVAT/CST during 

2017-18, some illustrative cases on the application of incorrect rate of tax, escape 

of turnover from assessment and calculation error in assessment are shown in Table 

- 2.2. 
Table – 2.2 

 

Sl. 

No. 

Nature of 

Objection 

Office Section under 

KVAT/CST/KGST Act 

Short    

levy 

(₹ in 

crore) 

Government Reply 

 

1 Application of 

incorrect rate of 

tax 

STO (WC&LT), 

Ernakulam 

Section 6(1)(f) of KVAT 

Act, 2003 

9.73 Government stated (March 2019) 

that the assessment was completed 

considering other defects also and 

created additional demand of                 

₹ 89.33 crore. 

2 STO, Special Circle, 

Palakkad 

Rule 6(7) of CST (Kerala) 

Rules, 1957 

Section 9 of CST Act, 

1956 

Section 6(1)(a) and 25 of 

KVAT Act 

8.25 The Government stated (October 

2018) that the judgement is 

challenged before the Divisional 

bench of High Court. 

3 Escape of 

turnover from 

assessment 

STO (WC&LT), 

Ernakulam 

Rule 10(2) (a) of the 

KVAT Rules, 2005 

1.97 The Government stated (October 

2018) that the assessment was 

completed creating additional 

demand of ₹ four crore. 

4 STO (WC&LT), 

Palakkad 

Section 8(a)(i) of KVAT 

Act, 2003 

0.34 The Government stated (October 

2018) that the assessment was 

completed considering other defects 

also and an additional demand of        

` 38.78 lakh was created.  The 

assessee remitted ₹ 21.13 lakh 

towards short remittance of tax. 

5 STO, I Circle, 

Kannur 

Section 42 of KVAT Act, 

2003, Rule 60 of KVAT 

Rules 2005 

0.19 The Government stated (November 

2018) that the assessment was 

completed for the years 2014-15 and 

2015-16 and an additional demand of 

₹ 17.54 lakh was created.  The 

assessee remitted ₹ 2.86 lakh. 

6 STO, II Circle, 

Palakkad 

Section 6(2) of the KVAT 

Act, 2003, Rule 12 A of 

KVAT Rules 

0.07 The Government stated (March 

2018) that the assessment was 

completed creating additional 

demand of  ₹ 6.68 lakh.  This 

additional demand is under Revenue 

Recovery. 
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Sl. 

No. 

Nature of 

Objection 

Office Section under 

KVAT/CST/KGST Act 

Short    

levy 

(₹ in 

crore) 

Government Reply 

 

7 Calculation 

error in 

assessment 

STO, III Circle, 

Thiruvananthapuram 

Section 25(1) of KVAT 

Act, 2003 

1.04 Government stated (November 

2018) that the assessment was 

revised creating additional demand 

of ₹ 1.66 crore. The revised demand 

is under Revenue Recovery. 

8 STO, Special Circle, 

Thrissur 

Section 7 of KGST Act, 

1963, Section 5(2) of 

KGST Act, 1963 

0.15 The Government stated (November 

2018) that the assessment was 

completed for the years 2011-12 to 

2013-14 and an additional demand of 

₹ 15.37 lakh was created.  The 

assessee remitted ₹ 1.99 lakh. 

Total 21.74  

2.6 Non-payment of GST on inward supply of ENA (Extra Neutral 

Alcohol) by the Distilleries 

Under Entry No. 25 of Schedule-III of the Notification No.1/2017-Central Tax 

(Rate) dated 28 June 2017 and 1/2017-State Tax (Rate), dated 30 June 2017, 

Ethyl alcohol and other spirits, denatured, of any strength with HSN2 2207 are 

to be taxed at the rate of 18 per cent GST.  Extra Neutral Alcohol (ENA) a 

variant of ethyl alcohol, typically contains 95 per cent alcohol by volume, is a 

key raw material or ingredient in producing alcoholic beverages. The 

distilleries/ bottling units in the State import ENA from outside the State for 

manufacturing Indian made Foreign Liquor (IMFL). 

In the distilleries/bottling units3 all over the state, Audit verified 3,138 

consignments of ENA valuing ₹ 275.11 crore brought from outside the state during 

July 2017 to March 2018 and noticed that Integrated Goods and Services Tax 

(IGST) was levied only in 200 consignments valuing ₹ 16.54 crore. Thus, non-levy 

of IGST on the inward supply of ENA valuing ₹ 258.57 crore worked out to ₹ 46.54 

crore as given in the Appendix VII. As the supply of ENA took place in the state 

of Kerala, fifty per cent of IGST is to be received as apportionment to Government 

                                                           
 
2  HSN Stands for Harmonised System of Nomenclature, developed by World Customs 

Organisation (WCO) with the vision of classifying goods all over the world in a systematic 

manner. HSN contains six-digit uniform code for each product. 
3    Out of the 19 distilleries/bottling units in the State, three units were not functioning and the 

functional units were M/s.  Amrut  Distilleries,  Palakkad,  M/s.  Devicolam   Distilleries  Pvt. 

Ltd,  Ernakulam,  M/s. Indo - Scottish Distilleries Ltd, Ernakulam, M/s. Empee Distilleries Ltd., 

Palakkad, M/s. Cassanova Distillery, Kottayam, M/s. KS Distilleries, Kannur, M/s Polsons 

Distillery, Chalakudy, M/s. Seven  Seas Distillery Pvt. Ltd, Thrissur, M/s. Normandy Breweries 

and Distilleries Pvt Ltd, Kasaragod, M/s. SDF Industries Ltd., Thrissur, M/s. Travancore Sugars 

and Chemicals Ltd, Thiruvalla, M/s. Kerala Alcoholic Products Private Ltd, Palakkad, M/s 

United Distilleries, Kozhikode, M/s Elite Distilleries, Thrissur, M/s Imperial Spirits, Palakkad 

and M/s Kaycee Distilleries, Thrissur. 
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of Kerala as per Section 17 of IGST Act 2017.   The non-levy of IGST resulted in 

total loss of revenue of ₹ 46.54 crore out of which ₹ 23.27 crore is due to the 

Government of Kerala in terms of apportionment of IGST. 

The Government stated (June 2019) that the issue was raised in the 31st GST 

Council Meeting held on 22 December 2018.  The Council decided that status quo 

would continue until the matter was decided by the Council. However, in the 

opinion of the Learned Attorney General of India sought as per the decision taken 

in the 20th meeting of GST Council, it was stated that the Centre or the States have 

the power to levy GST on ENA that is used to manufacture alcoholic liquor for 

human consumption. 
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CHAPTER-III   

TAXES ON VEHICLES 

3.1 Tax administration 

The receipts from the Transport Department are regulated under the provisions of 

the Central and the State Motor Vehicles Acts and Rules made thereunder. The 

Transport Department functions under the administrative control of the Secretary 

Transport Department at the Government level and the Transport Commissioner 

(TC) at the department level. The levy and collection of tax in the State is governed 

by the Motor Vehicles (MV) Act, 1988, Central Motor Vehicles (CMV) Rules, 

1989, and the Kerala Motor Vehicles Taxation (KMVT) Act, 1976. 

3.2  Internal audit 

The Finance Officer of the Motor Vehicles Department conducts the audit of the 

department with the prior approval of the Transport Commissioner (TC).  The 

Finance Officer conducts inspection of the State Transport Authority, offices of the 

Deputy Transport Commissioners of each zone and Regional Transport Offices 

(RTOs).  The Senior Superintendents attached to the office of each of the Zonal 

Deputy Transport Commissioners conduct internal audit of Sub RTOs and Motor 

Vehicle Check Posts of the Department. The Internal Audit team is comprised of 

one Accounts Officer, ten Senior Superintendents and twelve Clerks.  No special 

training has been imparted to the personnel of the Internal Audit Wing (IAW). 

Against the target of 103 units, 73 units were audited during 2017-18. The 

Department stated that the periodicity of audit of all offices is annual but the 

Department could not achieve the target due to ceiling in TA, lack of proper training 

and other reasons. The Department did not prepare a separate Internal Audit 

Manual. During 2017-18, the Department cleared 781 paras which was 16.76 per 

cent of the outstanding 4,659 paras. The Department attributed (November 2018) 

the reason for low clearance of audit observations to delay in getting final 

rectification reports from the sub offices audited. 

3.3  Results of audit   

There were 79 auditable units including 73 implementing units in the Transport 

Department. All these units were audited during 2017-18. A total of 1,37,01,208 

number of vehicles were registered as on March 2017. Audit checked the entire 

database in the Motor Vehicles Department and raised a total of 1,287 objections 

including 1,097 cases having a money value of   ̀  52.32 crore on non/short payment 

of tax/fees/cess and other lapses including short levy of one-time tax, non-levy of 

green tax, non-remittance of tax during the operated period, short levy of fee for 

endorsing hire purchase etc. Audit pointed out some of the similar omissions in the 

earlier years also. Not only do these irregularities persist, but they also remain 

undetected till the next audit is conducted. There is a need for the Government to 

improve the internal control system including strengthening of internal audit so that 

recurrence of such cases can be avoided. Underassessment of tax and other 
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irregularities involving ̀  508.25 crore in 1,098 cases which fall under the following 

categories are given in Table - 3.1. 

Table – 3.1 

(` in crore) 

Sl.    

No. 

Categories Number  

of cases 

Amount 

1. Functioning of Kerala Road Safety Authority – Collection and 

Utilisation under  Road Safety Fund 

1 455.93 

2. Non/short levy of tax   529 41.83 

3. Other lapses 568 10.49 

 Total 1,098 508.25 

During the course of the year, the Department accepted non/short levy of tax and 

other deficiencies amounting to ` 488.01 crore in 864 cases which were pointed out 

by Audit. An amount of ` 16.13 crore pointed out was realised in 830 cases during 

the year. 

A few illustrative audit observations involving ` 459.01 crore are discussed in the 

succeeding paragraphs. 

 

 

 

 

 

 

 

 

 

 



Chapter : III – Taxes on Vehicles  

 

 25 
 

3.4   Functioning of Kerala Road Safety Authority – Collection and 

Utilisation under Road Safety Fund   

The Kerala Road Safety Authority (KRSA) was constituted1 in April 2007 as per 

the Kerala Road Safety Authority Act, 2007 to co-ordinate action on areas related 

to road safety among various departments in the Government, advice the 

Government on road safety policy, prescribe and enforce road safety standards and 

procedures, and formulate and implement schemes and projects relating to road 

safety. As per Section 11 of the KRSA Act, 2007, the Kerala Road Safety Fund 

(KRSF) was established. The KRSF comprises of one time road safety cess2, grants, 

loans or advances made by the State Government and Government of India, 

contributions from public or private institutions and compounding fee under the 

KRSA Act and 50 per cent of the compounding fee3 collected in the previous year 

under MV Act, 1988.  

The objective of the Audit was to ascertain whether the Agency carried out its 

function effectively and that the amount was collected, accounted, transferred and 

utilised as per KRSA Act, 2007.The audit covered the period from 2013-14 to 2017-

18.  Audit scrutinised the files and documents in the Finance Department, the 

Transport Department, the KRSA, the Office of the Transport Commissioner and 

various implementing agencies4. Four5 districts were selected based on total 

number of accidents during the years from 2015 to 2017 by stratified random 

sampling using IDEA software.  District Road Safety Councils and District Police 

Headquarters of the selected districts were covered in Audit.  

3.4.1  Non-compliance of provisions of the KRSA Act, 2007 

The following instances of non-compliance of provisions of KRSA Act were 

noticed during audit: 

 The Road Safety Commissioner did not obtain the reports/returns from 

District Road Safety Councils (DRSCs) as stipulated under Section 23 of 

the KRSA Act resulting in non-submission of consolidated reports to the 

KRSA. It was observed that appropriate rules regarding reports, return and 

consolidated reports were not framed.   

                                                           
1 GO(P) No. 20/07/Tran dated 19 April 2007 (published as per SRO No. 355/2007 in the 

 Kerala Gazette extra ordinary dated 19 April 2007). 
2 One-time cess is collected on every motor vehicle used or kept for use in the State @ ` 250 for 

 HMV, ` 150 for MMV, ` 100 for LMV and ` 50 for two wheeler. 
3    Compounding of certain offences as detailed u/s 200 of MV Act for such amount as Govt. may 

 specify. 
4 Motor Vehicles Department, Police Department, Public Works Department, Health 

 Department, Education Department, NATPAC, KELTRON.  
5 Ernakulam, Kannur, Palakkad and Thiruvananthapuram. 
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 No Annual Report as envisaged under Section 24 of the KRSA Act, 2007 

read with Rule 7 of the KRSA Rules, 2007 was prepared or submitted to the 

Government till date.   

 The Government has not nominated expert members as envisaged under 

Section 19(2)(f) of the KRSA Act, 2007 in three6 out of the four test checked 

DRSCs. 

 The internal audit as envisaged under Section 25(2) of the KRSA Act, 2007 

was conducted only once since the inception of the Authority and the 

internal audit is pending for more than four years.  Besides, no certified 

accounts were prepared by KRSA till date. 

The Government replied that a proper reporting framework is being prepared but 

couldn’t give satisfactory reply on the failure to submit Annual Report to the 

legislature. The Government assured that steps would be taken to appoint expert 

members in all DRSCs and that action was initiated to appoint an internal auditor.  

Further progress in this matter is awaited (September 2019). 

3.4.2 Collection, Accounting and Transfer of Road Safety Fund  

As per Section 11(3) of the KRSA Act, 2007, 50 per cent of the compounding fee 

collected in the previous year shall be transferred to the KRSF in the subsequent 

year. As per Rule 3(4) of the KRSA Rules, 2007, up to one per cent of the road 

safety cess collected by the Motor Vehicles Department may be charged for 

expenditure on account of collection of cess and the balance shall be transferred to 

the KRSF. The compounding fee is collected by both MVD and the Police 

Department and is remitted to the head of account 0041-00-102-977. The one-time 

cess is collected by the MVD through their field formations and is remitted to the 

head of account 0041-00-800-99(01)8. 

3.4.2.1 Short transfer of amount to the Kerala Road Safety Fund 

Audit observed that despite clear provisions in the statutes, there was a short 

transfer of money to KRSF amounting to ₹ 435.519 crore for the period from 2008-

09 to 2017-18.   

The Government did not take any steps to rectify this and the KRSA was unable to 

allot funds for projects identified for road safety. 

                                                           
6  Kannur, Palakkad and Thiruvananthapuram. 
7  Taxes on Vehicles-Receipts under the State Motor Vehicles Taxation Act-Compounding fee 

 under Section 200 of Motor Vehicles Act 1988(Central Act 59 of 1988). 
8  Taxes on Vehicles-Other receipts-Gross receipts-Receipts under KRSA Act, 2007. 
9  Total amount collected (2007-08 to 2016-17) - ₹ 1,145.01 crore; Total amount due and 

 transferred to KRSF (2008-09 to 2017-18) - ₹ 608.63 crore and ₹ 173.12 crore respectively. 
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During the Exit Conference, the Government stated that short transfer is a major 

concern for the KRSA and assured that the matter would be taken up with the 

Finance department. Further progress is awaited (September 2019). 

3.4.2.2 Non-remittance of compounding fee into the designated head of 

account and diversion of compounding fee by the Police Department 

leading to loss of share to KRSA 

During the period from 2014-15 to 2017-18, the Police Department had collected  

₹ 45.83 crore as compounding fee using 100 speed detection cameras installed by 

KELTRON which were credited to a bank account10 of the Police department 

instead of remitting it into the head of account for compounding fee. Out of this         

₹ 45.83 crore, an amount of ₹ 23.16 crore was diverted to KELTRON as 

reimbursement of expenses met by them for installing speed cameras and an 

amount of ₹ 7.78 crore was remitted in to the revenue head of account of the Police 

Department. Only ₹ 14.70 crore was remitted to the designated head of account for 

compounding fee which led to a short remittance of  ₹ 31.13 crore and the KRSA 

losing its share of Fund of ₹ 15.57 crore (50 per cent of compounding fee) from the 

Government. 

The Government replied (March 2019) that the matter would be dealt with by 

convening a meeting of the Executive Committee. Further progress is awaited 

(September 2019). 

3.4.3 Financial management of projects 

The KRSA allots funds to various implementing agencies11 for undertaking road 

safety projects. The KRSA is not expending funds directly for road safety projects, 

but sanctioning and releasing the funds to the implementing agencies and DRSCs 

on the basis of the project proposals submitted by them. Out of 214 projects with a 

project cost of `147.8 crore which was implemented during 2013-14 to 2017-18, 

audit verified 54 projects having a project cost of ` 76.77 crore. While verifying 

the project files, Audit identified certain issues like blockage of funds (` 9.30 

crore), loss of interest (` 4.85 crore- Appendix VIII) and diversion of fund (` 4.14 

crore). 

The KRSA did not maintain any information about the present status of 

implementation of projects, amount pending with implementing agencies after 

completion of projects and up to date account of refunds regarding completed 

projects. This could lead to shortage of funds with KRSA and affect the sanctioning 

of projects. 

The Government in the case of loss of interest replied (March 2019) that the KRSA 

would be initiating strict monitoring of project implementation by stake holding 

                                                           
10  SB account No. 67239182232 of State Bank of India. 
11  Departments like Police, MV, Public Works, Health, Education etc., and agencies like 

 KELTRON, NATPAC etc. 
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agencies.  Detailed project reports have been made mandatory for release of funds. 

Funds would be released in instalments based on progress of projects. Further 

progress in this matter is awaited (September 2019). 

The Government in the case of diversion of funds replied (March 2019) that the 

Motor Vehicles Department and the Police department have been asked to submit 

reports and the matter would be discussed in forthcoming Executive Committee 

Meeting. Further progress is awaited (September 2019). 

3.5  Short levy of one time tax   

As per Section 3(1) of the KMVT Act, 1976, one time tax at the prescribed rate 

shall be levied from the date of purchase for motor cars and private service 

vehicles for personal use (non-transport vehicle). As per the Annexure – 1 of 

the KMVT Act, one time tax at the rate of six per cent, eight per cent, 10  per 

cent, 15 per cent and 20 per cent shall be levied on motor cars and private 

service vehicles having purchase value up to rupees five lakh, purchase value 

more than rupees five lakh and up to rupees 10 lakh, purchase value more 

than rupees 10 lakh and up to rupees 15 lakh,  purchase value more than 

rupees 15 lakh and up to rupees 20 lakh and purchase value more than rupees 

20 lakh respectively.  Similarly one time tax at the rate of eight per cent, 10 per 

cent and 20 per cent shall be levied on motor cycles (non-transport vehicle) 

having purchase value up to rupees one lakh, purchase value more than rupees 

one lakh and up to rupees two lakh and  purchase value more than rupees two 

lakh respectively.  

Section 3(1) as amended by the Finance Act 2014, stipulates that in respect of 

a new motor vehicle registered on or after 1 April 2007 and reclassified from 

the category of transport vehicle to non-transport vehicle, one time tax on 

percentage basis with respect to the age of the vehicle is leviable. As per Table 

below Annexure - 1 of the KMVT Act, purchase value reckoned for one time 

tax ranges from 100 per cent to seven per cent in respect of age of vehicles 

ranging from less than one year to less than 15 years. 

(a) During the audit (2017-18) of 1512 out of 17 RTOs and 4513 out of 55 

SRTOs, it was observed that one time tax was not calculated and levied by the 

Regional/Joint Regional Transport Officer as specified in the Act on vehicles which 

were originally registered as transport vehicles and subsequently reclassified as 

non- transport vehicles thereby resulting in short levy of ` 2.06 crore in 2,092 cases 

                                                           
12  Alappuzha, Attingal, Ernakulam, Idukki, Kannur, Kasargod, Kottayam, Kozhikode, 

Malappuram, Muvattupuzha, Palakkad, Pathanamthitta, Thrissur, Vadakara and Wayanad. 
13  Adoor, Alathur, Aluva, Angamaly, Chalakudy, Changanassery, Chengannur, Cherthala, 

Devikulam, Guruvayoor, Irinjalakuda, Kanhangad, Kanjirappally, Kayamkulam, Kodungallur, 

Koduvally, Kothamangalam, Koyilandy, Kuttanad, Mallappally, Mannarkad, Mattanchery, 

Mavelikkara, North Paravur, Nedumangad, Nilambur, Ottappalam, Pala, Pattambi, 

Perinthalmanna, Perumbavoor, Ranni, Sulthan Bathery, Thalassery, Taliparamba, Thiruvalla, 

Thodupuzha, Thrippunithura, Tirur, Tirurangadi, Udumbanchola, Uzhavoor, Vaikom, 

Vandiperiyar and Wadakkancherry.  
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as detailed in Appendix IX. Despite being pointed out in the previous Audit 

Reports for the years ended March 2015, 2016 and 2017, the issue still persists in 

the department.  

On this being pointed out by Audit (August 2018), the Government stated (March 

2019) that ̀  1.30 crore was collected in 1,158 cases. Further report about realisation 

of tax amount was not received (September 2019). 

(b) During the audit (2017-18) of 414 out of 17 RTOs and 615 out of 55 SRTOs, 

on verification of details of vehicles registered as non-transport vehicles, it was 

noticed that one time tax in respect of 34 vehicles out of the total 10,65,000 

registered vehicles in 2017-18 was not levied at the prescribed rate of percentage 

on the purchase value of the vehicles as stipulated in KMVT, Act, 1976.  Short levy 

of tax by Regional/Joint Regional Transport Officer resulted in short collection of 

` 9.61 lakh as detailed in the Appendix X. Despite being pointed out in the previous 

Audit Reports for the years ended March 2015 and March 2017, the issue still 

persists in the department. 

On this being pointed out by Audit (November 2018), the Government stated 

(February 2019) that ` 7.44 lakh was collected in 23 cases.  Further report about 

realisation of tax amount was not received (September 2019). 

3.6  Non-levy of Green Tax  

Section 3A of the KMVT Act, 1976 as amended by the Finance Act 2016, 

stipulates that Green Tax shall be levied and collected in addition to the tax 

levied under this Act on the motor vehicles specified in column (2) of the table 

below at the rate specified in column (3) thereof, for the purpose of 

implementation of various measures to control air pollution.  The Transport 

Commissioner instructed (December 2016)16  that the payment of Green Tax 

shall be ensured at the time of fitness test in the case of transport vehicles and 

at the time of renewal of registration in the case of non-transport vehicles. 

Sl. 

No. 

Class and age of vehicle Rate of 

Green Tax 

(in Rupees) 

Incidence of levy 

(1) (2) (3) (4) 

1 Non Transport Vehicles having four or more 

wheels and completed 15 years from the date of 

registration 

400 for 

every 5 years 

At the time of renewal of 

registration 

2 Light Transport Vehicles having four or more 

wheels and have completed 10 years from the date 

of its registration 

200 for 

every year 

At the time of renewal of 

fitness certificate 

                                                           
14  Kozhikode, Malappuram, Palakkad and Thiruvananthapuram. 
15  Kazhakuttam, Nedumangad, Parassala, Sulthan Bathery, Tirur and Udumbanchola. 
16  Vide Circular No. 31/2016 dated 23 December 2016.  



Audit Report (Revenue Sector) for the year ended March 2018 

 

30 
 

Sl. 

No. 

Class and age of vehicle Rate of 

Green Tax 

(in Rupees) 

Incidence of levy 

(1) (2) (3) (4) 

3 Medium Transport Vehicles which have completed 

10 years from the date of its registration 

300 for 

every year 

At the time of renewal of 

fitness certificate 

4 Heavy Transport Vehicles which have completed 

10 years from the date of its registration 

400 for 

every year 

At the time of renewal of 

fitness certificate 

During the audit (2017-18) of 1217 out of 17 RTOs and 4118 out of 55 SRTOs, it 

was noticed from the tax remittance particulars in the database that Green tax was 

not collected in 16,552 cases which were given services such as renewal of fitness 

certificate and renewal of registration from the Department after completion of 15 

years from the date of registration in respect of non-transport vehicles and 10 years 

from the date of registration in respect of transport vehicles.  This resulted in non-

collection of ` 48.70 lakh as detailed in the Appendix XI. 

On this being pointed out by Audit (July 2018), the Government stated (April 2019) 

that ` 16.92 lakh was collected in 6,025 cases.  Further report about realisation of 

tax amount was not received (September 2019). 

3.7 Non-remittance of tax during the operated period 

As per Section 5 (1) of the KMVT Act, 1976, in the case of a motor vehicle 

which  is not intended to be used or kept for use during the first month or the 

first and second months of a quarter, or the whole of a quarter or year, as the 

case may be, the registered owner or the person having possession of such 

vehicle shall give previous intimation in writing (Form G)19 to the Regional 

Transport Officer that such vehicle would not be used for such period and no 

tax shall be payable in respect of such vehicle for such period. 

During the audit (2017-18) of 1220 out of 17 RTOs, verification of tax collection 

particulars with reference to Form G filed by the registered owners revealed that 

though periods of non-use of the stage carriages were mentioned in the Form G 

filed, tax was not remitted by the registered owners in respect of those periods 

which were not shown as non-use in the Form G.  Non remittance of tax for the 

                                                           
17  Alappuzha, Attingal, Ernakulam, Kannur, Kasargod, Kottayam, Kozhikode, Malappuram, 

Muvattupuzha, Palakkad, Vadakara and Wayanad. 
18  Alathur, Aluva, Angamaly, Chalakudy, Changanassery, Chengannur, Cherthala, Guruvayoor, 

Irinjalakuda, Kanhangad, Kanjirappally, Kayamkulam, Kodungallur, Koduvally, 

Kothamangalam, Koyilandy, Kuttanad, Mallappally, Mananthavady, Mannarkad, Mattanchery, 

Mavelikara, North Paravur, Nedumangad, Nilambur, Ottappalam, Pala, Pattambi, 

Perinthalmanna, Perumbavoor, Ranni, Sulthan Bathery, Thalassery, Taliparamba, Thiruvalla, 

Thrippunithara, Tirur, Tirurangadi, Uzhavoor, Vaikom and Wadakkanchery.  
19   Form G – Intimation of non-use of a vehicle. 
20  Attingal, Ernakulam, Kannur, Kottayam, Kozhikode, Malappuram, Muvattupuzha, Palakkad, 

Pathanamthitta, Thrissur, Vadakara and Wayanad. 
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operated period in respect of 139 stage carriages worked out to ` 43.79 lakh21 as 

detailed in the Appendix XII. Despite being pointed out in the previous Audit 

Reports for the years ended March 2016 and 2017, the issue still persists in the 

department. 

On this being pointed out by Audit (November 2018), the Government stated 

(February 2019) that ` 28.01 lakh was collected in 83 cases.  Further report about 

realisation of tax amount was not received (September 2019). 

                                                           
21   In respect of stage carriages, rate of tax per quarter depends on the seating capacity. 
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CHAPTER-IV   

LAND REVENUE AND BUILDING TAX 

4.1  Tax administration  

The Revenue and Disaster Management (R&DM) Department is under the control 

of the Secretary at the Government level and the Commissioner of Land Revenue 

(CLR) is the head of the Department. The revenue collected by the Department 

includes basic tax, building tax, lease rent, plantation tax etc. The Department 

realises arrears of public revenue under the Kerala Revenue Recovery (KRR) Act, 

1968, with interest and cost of process prescribed.   

4.2 Internal audit  

The Internal Audit Wing (IAW) of the Land Revenue Commissionerate is 

supervised by the Senior Finance Officer under the control of the Commissioner of 

Land Revenue. The audit of Taluk offices (TOs), Revenue Divisional Offices 

(RDOs), Revenue Recovery Offices, Offices of Vigilance Deputy Collectors and 

Central Stamp Depot are conducted within a periodicity of two to three years. The 

IAW is manned by one Senior Superintendent, two Junior Superintendents and six 

Clerks.  The Department stated that the selection of offices to be audited were made 

on the basis of the date of audit last conducted.  The files to be checked were 

randomly selected and no risk analysis was done before selecting an office for audit. 

The Department also stated that there is no regular training programme for the staff 

of IAW. During 2017-18, the IAW planned 28 units for internal audit which were 

covered during the year. During the year, the Department cleared 5,568 paragraphs 

out of 14,471 paragraphs which was 38.48 per cent of the outstanding objections. 

The Department stated (August 2018) that the poor clearance of audit observations 

was due to non-receipt of rectification reports from the sub offices audited. 

4.3 Results of audit   

There are 120 auditable units in the Department. Out of these, 62 units were 

selected for test check during 2017-18. Audit test checked 935 cases (50.93 per 

cent) out of the total 1836 cases and raised a total of 693 objections including 191 

cases having money value of ₹ 36.22 crore on non/short payment of building tax, 

basic tax etc. As this was a test audit in the test checked cases and the audit 

observation is of a nature that may reflect in other cases not covered in the test 

audit, the Department may therefore, like to internally examine the position in rest 

of the units with a view to ensure that the instance of non/short payment of tax are 

taken care of by taking remedial measures, and may also fix responsibility for the 

lapses in all such cases.  Audit pointed out some of the similar omissions in the 

earlier years also. Not only do these irregularities persist, but they also remain 

undetected till the next audit is conducted. Underassessment of tax and other 

irregularities involving ` 36.22 crore in 192 cases which fall under the following 

categories are given in Table - 4.1. 
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Table – 4.1 

(` in crore) 

Sl. No. Categories Number of cases Amount 

1 Implementation of Land Ceiling and 

Management of Surplus Land in Kerala 

1 - 

2 Under assessment and loss under building tax 150 34.93 

3 Under assessment and loss under other items 41 1.29 

Total 192 36.22 

During the course of the year, the Department accepted under-assessments and 

other deficiencies involving ` 21.86 crore in 407 cases. An amount of ` 20.18 crore 

pointed out was realised in 460 cases during the year 2017-18.  

A few Audit observations involving ` 3.17 crore are mentioned in the succeeding 

paragraphs. 
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4.4 Implementation of Land Ceiling and Management of Surplus 

Land in Kerala 

The Kerala Land Reforms Act (KLR Act) was passed in 1963 to restrict private 

ownership and possession of land in excess of the ceiling area. The KLR Act 

envisages the constitution of a State Land Board (SLB) for the whole State and 

Taluk Land Boards (TLB) for each taluk in the State, apart from other offices, to 

implement the provisions of the Act. The ceiling area1 is prescribed in the KLR Act 

and various amendments2 were made to implement the provisions of the Act. Where 

a person3 owns or holds land in excess of the ceiling area, such excess land shall be 

surrendered to the Government.  

Any person who owns or holds land in excess of ceiling area shall file a statement 

before the State Land Board showing the details of all the lands owned or held by 

such person.  A ceiling case shall be initiated in the concerned TLB and after 

allowing eligible exemptions4, the TLB shall order the surrender of land held in 

excess of ceiling area, if any, to the Government. Subsequently, if any conversion 

was made to the exempted land, that converted land shall be deemed as fresh 

acquisition and a fresh ceiling case shall be initiated.  

When a person fails to file the statement and surrender excess land, the KLR Act 

envisages initiation of suo motu case by the TLBs as per Section 85(7) of the Act. 

As per Chapter X of the Village Manual, the Village Officer shall prepare the list 

of persons having land in excess of the ceiling limit and shall report to the TO/TLB 

on land holdings above the ceiling area. As per Section 105 of the KLR Act, the 

Special Deputy Tahsildar (SDT), who is the authorised officer of the TLB, is 

                                                           
1  Ceiling area shall be: 

1. Adult unmarried person or family consisting of a sole surviving member the ceiling area 

shall not be less than 6 and more than 7.5 acres (2.4281 ha to 3.0351 ha). 

2. Family consisting of two or more, but not more than five members the ceiling area shall 

not be less than 12 and more than 15 acres (4.8562 ha to 6.0702 ha). 

3. Family consisting of more than five members the ceiling area shall not be less than 12 and 

more than 20 acres (4.8562 ha to 8.0937 ha). 

4. In case of any other person, other than a joint family the ceiling area shall not be less than 

12 and more than 15 acres (4.8562 ha to 6.0702 ha). 
2  20 amendments from 1966 to 2015. 
3  Company, family, joint family, association or other body of individuals, whether incorporated 

 or not, and any institution capable of holding property. 
4  (i)  Land owned or held by the Government of India, State Governments, Local authorities,        

Cochin Port trust (ii) Land taken under the management of the Court of wards (iii) Lands 

comprised in mills, factories or workshops (iv) Private Forests (v) Plantations (vi) Cashew 

estate (vii) Lands mortgaged to the Government or to a co-op society etc. (viii) Land purchased 

by the Land Mortgage Bank (ix) Land purchased by the Kerala Financial Corporation (x) Land 

belonging to or held by an industrial or commercial undertaking at the commencement of the 

Act (xi) dwelling houses and wells, tanks etc. (xii) Temple, Churches, Mosques and cemeteries 

(xiii) Ware houses (xiv) Commercial sites (xv) Education institutions (xvi) Bhoodan Yagna 

Committee (xvii) Universities (xviii) Religious, Charitable institutions, Lands granted to 

defence persons for gallantry. 
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empowered to obtain any information from any person to carry out the provisions 

contained in the Act.  

As per the order of the TLB, the surplus land shall be acquired by the Revenue and 

Disaster Management (R&DM) department. The R&DM shall protect the acquired 

surplus land as per the provisions contained in the Kerala Land Conservancy Act 

1957 (KLC Act).    

The surplus land acquired is utilised as per the provisions contained in the KLR Act 

and the Kerala Land Assignment Act, 1960 (KLA Act). The Government may pass 

the right of utilisation of land to the individuals, bodies, authorities, industries, etc. 

either on lease for a definite period or bestow ownership without any such 

condition. 

Thus, the SLB and TLBs are responsible for the identification of excess/surplus 

lands in the State with the assistance of the R&DM Department which is 

responsible for the acquisition, protection and assignment of the declared surplus 

land. 

The entire period since the inception of the KLR Act, till March 2018 was covered 

in audit. The audit covered the Government Secretariat, Office of the Land Revenue 

Commissioner (LRC), SLB, TLBs, TOs, Sub Registrar Offices (SRO) and Village 

Offices (VO). Twenty five5 out of 75 TLBs and 255 out of 75 TOs in five6 out of 

14 districts were selected by stratified random sampling method using IDEA. Out 

of the total 48,474 ceiling cases initiated in the state, 39,308 cases (81.09 per cent) 

belong to the selected districts.  

The observations made by Audit are given in the following paragraphs: 

4.4.1 Absence of database of ceiling cases and surplus lands 

Audit observed that the Department did not maintain a taluk/TLB wise detailed 

database of ceiling cases initiated, pending and disposed. There was also no 

database showing the details regarding exempted lands, declared and acquired 

surplus lands, balance pending acquisition and assignment/utilisation of surplus 

lands. The department could only provide a consolidated progress report showing 

the taluk/TLB wise total number of ceiling cases and surplus lands. Presence of a 

database is crucial for the identification, protection and utilisation of surplus lands 

in the State. 

Important registers were also not properly maintained even in the manual form. Eg: 

Register of lands vested in Government and Register of lands reserved and assigned 

                                                           
5  Alathur, Changanassery, Chittur, Eranad, Hosdurg, Kanjirappally, Kasaragod, Kondotty, 

Kottayam, Mananthavady, Manjeswaram, Mannarkad, Meenachil, Nilambur, Ottappalam, 

Palakkad, Pattambi, Perinthalmanna, Ponnani, Sulthan Bathery, Thirurangadi, Tirur, Vaikom, 

Vellarikund, Vythiri. 
6  Kasaragod, Kottayam, Malappuram, Palakkad, and Wayanad.  
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were not maintained properly in 16 out of selected 25 TOs (64 per cent), and Diary 

Register for each case and Register of final orders were not maintained properly in 

17 out of selected 25 TLBs (68 per cent). Audit found three instances where 

improper maintenance of registers led to mismatch in monthly progress reports with 

the actual records in TOs 

4.4.2 Land registered in excess of ceiling area not identified by the 

Department for initiating ceiling case  

As per Section 120 of the KLR Act, no document relating to any transfer of land 

shall be received unless the transferor and the transferee make separate declarations 

on the total extent of land held by him to the Registering Officer, who shall forward 

the same to the Tahsildar for necessary action. The Village Officer shall verify the 

declarations filed by the land owners at SRO.  Audit verified all 212 cases registered 

between 1 January 1992 and 31 March 2018 having more than 6.0702 ha (15 acres) 

of land in 43 Sub Registrar Offices (SROs) out of the total 89 SROs in the five 

selected districts. It was observed that out of these, 184 cases (86.79 per cent) 

involving 5192.4161 ha of land (valuing ₹ 311.35 crore as per the documents) were 

not identified and reported by the Sub Registrar/SDT/Village Officer or Taluk 

officials for initiating ceiling cases. District wise cases with registered sale 

documents having more than 6.0702 ha (15 acres) of land are detailed in Table 4.2.  

Table – 4.2 

 (₹ in crore) 

District Total cases verified Ceiling case already initiated Ceiling case not initiated 

No. of 

cases 

Extent in 

ha 

Value of 

document  

No. of 

cases 

Extent in 

ha 

Value of 

document  

No. of 

cases 

Extent in 

ha 

Value of 

document 

Kasaragod 7 666.5338 31.30 0 0.0000 0.00 7 666.5338 31.30 

Kottayam 22 1,404.7993 184.23 3 937.1180 66.57 19 467.6813 117.66 

Malappuram 73 932.5091 61.10 1 8.3277 0.29 72 924.1814 60.81 

Palakkad 59 1,385.8275 47.87 1 7.3855 0.14 58 1,378.4420 47.73 

Wayanad 51 2,631.2354 94.26 23 875.6578 40.41 28 1,755.5776 53.85 

Total 212 7,020.9051 418.76 28 1,828.489 107.41 184 5,192.4161 311.35 

Source: Records of Sub Registrar Offices and TLBs. 

The Government stated (February 2019) that SLB had issued letter to the IG 

(Registration) to invoke the provision of Section 120 of the KLR Act but the same 

was not implemented. The cases pointed out in audit were forwarded to the District 

Collectors for their reports. Further progress in the matter was not received 

(September 2019).  
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4.4.3 Land in excess of ceiling limit not reported by the Department during 

acceptance of land tax 

Verification of land tax payment details in respect of land holdings above 6.0702 

ha (15 acres) furnished by 140 out of the total 534 VOs in the selected five districts 

revealed that in 358 out of 372 cases (96.24 per cent) involving 12,574.5135 ha of 

land, no ceiling case was initiated by TLB, and these cases were not reported by 

the Village/Taluk officials to the SLB/TLB for initiating ceiling cases. District wise 

details of number of cases and extent of land are given in Table 4.3. 

Table – 4.3 

District Total cases Ceiling case initiated Ceiling case not initiated 

No. of cases Extent in ha No. of cases Extent in ha No. of cases Extent in ha 

Kasaragod 60 797.6943 0 0.0000 60 797.6943 

Kottayam 99 1,806.6280 3 22.9942 96 1,783.6338 

Malappuram 110 7,440.1750 1 6.1108 109 7,434.0642 

Palakkad 69 1,821.8272 4 40.6289 65 1,781.1983 

Wayanad 34 994.3729 6 216.4500 28 777.9229 

Total 372 12,860.6974 14 286.1839 358 12,574.5135 

 Source: Records of Village Offices. 

The Government stated (February 2019) that the cases were not reported due to 

lack of awareness on the part of the village officials. The issue was brought to the 

notice of the Revenue department and the concerned list would be forwarded to the 

Tahsildars for further action. The reply is not acceptable as the ignorance of 

revenue officials cannot be a reason for the lapse on their part (September 2019).   

4.4.4 Non-initiation of ceiling cases in respect of cases reported by the   

Village/Taluk officials  

Audit verified the 197 cases reported as having land in excess of the ceiling area by 

Taluk/VOs to the respective TLBs (period of reporting - July 2016 to January 2018) 

and found that no action was taken in 114 cases (57.87 per cent) involving 

2141.7317 ha of land (valuing ₹ 499.44 crore as per the fair value). District wise 

cases reported by the Village/Taluk officials having more than 6.0702 ha (15 acres) 

of land is detailed in Table 4.4. 

Table – 4.4 

(₹ in crore) 

District Tahsildar/VO 

reported cases 

Ceiling Cases 

initiated 

Ceiling Cases not initiated 

No. of 

cases 

Extent in 

ha 

No. of 

cases 

Extent in 

ha 

No. of 

cases 

Extent in 

ha 

Value of land  as 

per fair value    

Kasaragod 1 8.4437 1 8.4437 0 0.0000 0.00 

Kottayam 49 1,136.6631 11 148.7657 38 987.8974 310.15 
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District Tahsildar/VO 

reported cases 

Ceiling Cases 

initiated 

Ceiling Cases not initiated 

No. of 

cases 

Extent in 

ha 

No. of 

cases 

Extent in 

ha 

No. of 

cases 

Extent in 

ha 

Value of land  as 

per fair value    

Malappuram 75 1,966.3130 2 835.1032 73 1,131.2098 188.06 

Palakkad 1 9.2107 0 0 1 9.2107 0.68 

Wayanad 71 1,257.5892 69 1,244.1754 2 13.4138 0.55 

Total 197 4,378.2197 83 2,236.4880 114 2,141.7317 499.44 

Source: Report from TOs. 

The Government stated (February 2019) that effective action was taken to initiate 

suo-motu cases on the cases pointed out by audit. Further progress in the matter is 

awaited (September 2019). 

4.4.5 Violation of exemption  

As per Section 81 of the KLR Act, the lands used for certain purposes can be 

exempted from the ceiling limit by the TLBs. The exempted land subsequently 

converted has to be treated as fresh acquisition and the person has to file a property 

statement as per Section 87 of the Act. Accordingly, after filing the statement, the 

TLB is to start a ceiling case. Further, as per the Village Manual it is the duty of the 

Village Officer to verify whether any conversion was made by the individual/ 

institution and report the same to the SDT/TLB. 

Although TLBs are vested with the power to allow exemptions, they did not have 

accurate records on the number of cases exempted. Only 69 records on ceiling 

exempted cases were made available to Audit. Joint Physical Inspection with the 

representatives of the concerned TLB/Taluk/VO conducted in 67 cases revealed 

that there was violation of exemption in 33 cases involving an extent of 239.1020 

ha of land (valuing ₹ 189.73 crore as per the fair value) which remained undetected. 

In two remaining cases7 though exemption violation was already identified by the 

Department, no fresh ceiling case was initiated. District wise ceiling cases in which 

violation of exemption was detected in JPI in the selected districts are detailed in 

Table 4.5. 

Table – 4.5 

(₹ in crore) 

District No. of cases Extent of 

violation in 

ha 

Fair value 

JPI 

conducted 

Violation not 

noticed 

Violation 

noticed 

Kasaragod 6 3 3 8.6453 6.34 

Kottayam 21 14 7 30.9966 17.77 

Malappuram 27 14 13 64.7621 43.85 

                                                           
7  1) M.P Chandrananthan, Sulthan Bathery : Exemption violation noticed (06 July 2013).  

     2) M/s Poddar Plantations, Vythiri : Exemption violation noticed (05 May 2016). 
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District No. of cases Extent of 

violation in 

ha 

Fair value 

JPI 

conducted 

Violation not 

noticed 

Violation 

noticed 

Palakkad 9 3 6 35.4064 27.44 

Wayanad 4 0 4 99.2916 94.33 

Total 67 34 33 239.1020 189.73 

Source: TLB orders and JPI reports. 

The Government stated (February 2019) that action would be initiated on the cases 

pointed out by Audit. Further progress in the matter was not received (September 

2019). 

4.4.6 Delay in finalisation of ceiling cases 

Section 85 of the KLR Act deals with the identification and surrender of surplus 

land by imposing ceiling area. Delay in finalisation of the ceiling cases due to 

various reasons would affect timely identification of surplus lands. 

Audit observed that out of the total 39,308 ceiling cases initiated by the TLBs in 

the selected districts, 38,3998 ceiling cases were finalised and the remaining 909 

ceiling cases were pending for finalisation and accounted for 22,788.2498 ha of 

land. Further analysis revealed that these cases were pending for finalisation for a 

period which, ranged from more than five years to more than 40 years in 732 out 

of 909 cases and accounted for 19,401.0198 ha of land. District/Age/Stage wise 

pending surplus land cases are detailed in Appendix XIII. 

The Government stated (February 2019) that the SLB has fixed targets for TLBs 

for disposal of pending ceiling cases and necessary steps would be taken by the 

SLB to verify the figures and the excess land remaining if any would be taken over. 

The details of targets fixed were not made available. Further progress in the matter 

was not received (September 2019). 

4.4.7 Delay in acquisition of surplus land  

The excess land as declared by the TLB shall be vested in the Government as per 

Section 86 of the KLR Act and action is to be initiated to acquire the declared 

surplus land in this respect based on Rule 18 to 20 of the KLR Rules. A declaration 

or record of possession shall be counter signed by the Tahsildar after verification 

of the mahazar9 and sketch prepared by the authorised officer. The Tahsildar shall 

take necessary steps to carry out changes in the revenue records. 

During verification of records in the five selected districts, Audit observed that 

surplus land of 21,563.3358 ha (93 per cent) was acquired in 24,967 cases out of 

                                                           
8  The total declared surplus land was only 23,151.3770 ha in 25,136 cases out of 38,399 finalised 

cases. 
9  Statement prepared by the officer authorised by TLB to acquire the surplus of land, which 

includes details such as date, time, Sy. no., extent area, owner details etc. 
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the total declared surplus land of 23,151.3770 ha in 25,136 cases which is 

appreciable. There was delay in acquisition of the balance surplus land of 

1,588.0412 ha in 169 cases. District wise surplus land cases pending acquisition are 

detailed in Table  4.6 and stage wise details are shown in Table 4.7. 

Table – 4.6 

Name of  

District 

Declared as surplus land by TLB Surplus land acquired Pending acquisition 

No. of cases Extent in ha No. of cases Extent in ha No. of cases Extent in ha 

Kasaragod 7,934 7,285.9148 7,914 7,134.1438 20 151.7710 

Kottayam 1,925 1,092.4510 1,921 1,080.811 4 11.6400 

Malappuram 11,151 3,874.0165 11,101 3,553.0619 50 320.9546 

Palakkad 3,545 8,917.5902 3,519 8,711.5104 26 206.0798 

Wayanad 581 1,981.4045 512 1,083.8087 69 897.5958 

Total 25,136 23,151.3770 24,967 21,563.3358 169 1,588.0412 

 Source: Records of TLBs and TOs. 

Table – 4.7 

Reason for pendency No. of cases Area in ha 

Adverse possession10 32 137.3910 

Declared as Vested Forest by Forest Department 40 604.4012 

Pending with survey 15 188.8963 

Not identified the land 3 22.1471 

Pending with court 64 468.4923 

Petition filed to Land Board  2 0.9551 

Recent case 9 63.2462 

Report awaited from Village Officer 2 3.0403 

Miscellaneous 2 99.4717 

Total 169 1,588.0412 

 Source: Records of TOs. 

Age wise surplus land cases pending acquisition relating to adverse possession, 

vested forest and survey pending are shown in Table 4.8. 

Table – 4.8 

Reason for 

pendency 

 

Less than five 

year 

Five year to  

10 years 

More than 10 

years 

Date not 

available 

Total 

No. of 

cases 

Area in 

ha 

No. of 

cases   

Area in 

ha 

No. of 

cases 

Area in 

ha 

No. of 

cases 

Area in 

ha 

No. of 

cases 

Area in 

ha 

Adverse possession 10 13.2967 4 20.6476 14 34.8991 4 68.5476 32 137.3910 

Declared as Vested 

Forest 

2 3.4725 0 0.0000 11 226.3531 27 374.5756 40 604.4012 

Pending with survey 6 7.4950 1 0.9146 2 4.9877 6 175.4990 15 188.8963 

Source: records of TOs. 

                                                           
10  The occupation of land to which another person has title with the intention of possessing it as 

one’s own. 
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Audit observed that out of 169 cases which were stated as pending acquisition with 

Tahsildars, the actual dates of order of declaration of surplus land in 80 cases (47.34 

per cent) were not available in TOs. The pendency in acquisition was also due to 

adverse possession and vested forest cases, which were not considered by the TLBs 

while finalising the ceiling cases. 

The Government stated (February 2019) that whenever action is taken to acquire 

the surplus land the aggrieved party approach the court, obtain stay and the 

litigation continues for decades. It is also stated that the SLB would give further 

directions to all concerned TLBs for speedy disposal of the ceiling cases. The reply 

is not acceptable as only 38 per cent of the total pending cases are sub judice. The 

Government has not furnished details of action taken in any of the cases pointed 

out by Audit. 

4.4.8 Removal of valuables from acquired Surplus land 

As per the KLC Act, it shall not be lawful for any person to destroy, remove or 

appropriate earth, sand, metal, laterite, lime-shell or such other article of value as 

may be notified by the Government from any land which is the property of the 

Government and a person who removes valuables from the Government land is 

punishable under the Act. During verification, Audit found that three cases of 

removal of valuables from the acquired surplus lands were identified by the 

department as detailed in the Appendix XIV.  

Audit observed that the Department did not protect the valuables in the acquired 

surplus land due to absence of periodical verification and also did not collect 

fine/penalty etc., in a time bound manner as per KLC Act and Rules.  

The Government stated (February 2019) that the misuse of exempted lands will be 

verified and ceiling cases initiated accordingly. The reply is not relevant to the point 

raised by Audit. (September 2019). 

4.4.9 Irregular assignment of surplus land 

The surplus land acquired is utilised as per the provisions contained in the 

KLR/KLA Acts. As per Section 96 of the KLR Act, the acquired surplus land may 

either be assigned on registry or reserved for public purpose by the SLB. 

Assignment of acquired surplus land by the SLB shall be subject to the limit of one 

acre as specified u/s 96(2) of the KLR Act and as per the procedures laid down 

under Rules 25 to 31 of KLR Rules. There is no provision in the KLR Act/Rules to 

assign surplus lands above one acre or assign on lease. Assignments from the land 

reserved for public purpose come under the purview of KLA Act/Rules. As per 

Section 3 of the KLA Act, Government land may be assigned by the Government 

or by any prescribed authority either absolutely or subject to such restrictions, 

limitations and conditions as may be prescribed. The conditions of assignment on 

registry are provided in the KLA Rules 1964. 
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Audit observed certain irregularities in the assignment of surplus land like violation 

of provisions of the KLR/KLA Act/Rules, overlooking of the powers of SLB, 

assignment of land reserved for public purpose to private parties etc. Four cases 

noticed by audit in respect of Plantation Corporation of Kerala Ltd., and other 

institutions (Hosdurg Taluk), Indiraji Memorial Society (Nilambur Taluk), Deseeya 

Mahila Samajam (Vythiri Taluk) and SN Trust and SNDP Yogum (Meenachil 

Taluk) are detailed in Appendix XV.  

The Government stated (February 2019) that a detailed enquiry is to be conducted 

in respect of Indiraji Memorial Society. Further reply is awaited (September 2019) 

in respect of the remaining three cases. 

4.5 Non-levy of building tax due to buildings escaping assessment  

As per Section 5(1) of the Kerala Building Tax Act, 1975, (KBT Act) building 

tax shall be charged on every building the construction of which is completed 

on or after 10 February 1992 based on the plinth area of the buildings at the 

rates prescribed. Section 7(1) of the KBT Act stipulates that the owner of every 

building, the construction of which is completed, or to which major repair or 

improvement is made on or after the appointed day11 shall furnish to the 

assessing authority, a return in the prescribed form (Form II) within the 

prescribed period along with a copy of the plan approved by the local authority 

or such other authorities as may be specified by the Government in this behalf.  

As per Rule 3 of the Kerala Building Tax (Plinth Area) Rules, 1992, every 

Village Officer shall furnish to the assessing authority, within five days of the 

expiry of each month, a monthly list of buildings liable to assessment, together 

with an extract from the building application register of the local authority 

within whose area the buildings included in the list are situated.  

During the audit of Taluk Offices in 2017-18, Audit randomly selected some 

buildings, the construction of which was completed during 2015-16 and 2016-17 

from the property assessment register of local authorities. These were cross verified 

with the assessment records of the respective Taluk Offices and it was found that 

798 buildings in 2412 out of 39 Taluk Offices checked were not reported for 

assessment to building tax. Non assessment of the buildings resulted in non-levy of 

building tax of ` 2.70 crore as detailed in Appendix XVI. The issue still persists 

despite being pointed out in previous Audit Reports for the years ended March 

2015, 2016 and 2017.  

 

                                                           
11    10 February 1992. 
12 Changanassery, Chittur, Devikulam, Fort Kochi, Karthikappally, Karunagappally, 

Kothamangalam, Kunnathur, Kuttanad, Mavelikara, Mukundapuram, Muvattupuzha, 

Nilambur, Ottapalam, Peermade, Ranni, Thalassery, Thalappilly, Thaliparamba, Thamarassery, 

Thodupuzha, Vaikom, Vadakara, Vythiri. 
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On this being pointed out (November 2018), the Government replied (March 2019) 

that assessment was completed in 227 cases. The reply was however, silent about 

the realisation of tax in these 227 cases, and the action taken on the remaining 571 

cases.  

4.6 Short/non levy of Basic Tax 

As per Section 5 of the Kerala Land Tax (KLT) Act, 1961, basic tax is levied 

and collected on land in the State of Kerala, other than those having 

exemptions under Section 2 of the Act. The rate of tax is prescribed in Section 

6 of the Act.  

The rate of land tax is given in Table 4.9. 

Table 4.9 

Local body 1 April 2012 to  

29 September 201413 

30 September 2014 onwards14 

Corporation ₹ 8/Are for greater than 

2 Ares 

₹ 1600 + ₹  20/Are for each Are 

above 2 Hectares  

Municipality ₹ 4/Are for greater than 

6 Ares 

₹ 800 + ₹  10/Are for each Are 

above 2 Hectares 

Panchayath ₹ 2/Are for greater than 

20 Ares 

₹ 400 + ₹ 5/Are for each Are 

above 2 Hectares 

During the audit (2017-18) of 6 Taluk offices15, scrutiny of basic tax collection 

details for the period from 2014-15 to 2016-17 furnished by the village officers, 

revealed that there was short/non collection of basic tax in 15 cases amounting to             

₹ 47.33 lakh as detailed in the Appendix XVII.  

On this being pointed out (November 2018), the Government replied (April 2019) 

that action has been initiated to collect all dues. Further report was not received 

(September 2019).  

                                                           
13  Revised vide Kerala Finance Act 2012. 
14 Vide KLT (Amendment) Act, 2016 (w.e.f. 30.09.2014). 
15  Chittur, Devikulam, Peermade, Thalassery, Taliparamba and Vaikom. 
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                                      CHAPTER-V 

OTHER TAX RECEIPTS 

A – STATE EXCISE 

5.1 Tax administration  

The Additional Chief Secretary to the Government (Excise), is the administrative 

head of the Excise Department at the Government level. The Department is headed 

by the Excise Commissioner (EC).  The Department is divided into three1 zones, 

which are headed by the Joint Excise Commissioners (JEC), South, Central and 

North zone. The divisions at the district level are working under the Deputy Excise 

Commissioners (DEC). Besides, Excise Circle Inspectors (ECI) and Excise 

Inspectors (EI) under the control of the DEC of the respective districts are deputed 

to oversee collection of excise duties, licence fees, etc.     

5.2  Internal audit 

The Internal Audit Wing (IAW) in the State Excise Department is monitored by the 

Excise Commissioner. The Wing consists of one Joint Commissioner of Excise 

assisted by one Assistant Excise Commissioner, three Superintendents, three 

Excise Inspectors and six Preventive Officers.  The priority for internal audit is 

given to auditee districts in which more vehicles are seized and huge collectable 

arrears are pending. 

Out of the total 311 units to be audited, the wing planned and audited 47 units 

during 2017-18. During the year, the Department cleared 1,119 paragraphs out of 

2,838 paragraphs which was 39.43 per cent of the outstanding objections (June 

2018).  

5.3  Results of audit   

There are 69 auditable units in the State Excise Department. Out of these, 37 units 

were selected for audit during the year 2017-18. Scrutiny of the records of these 

units including those of retail licensees (366 licensees) disclosed 30 cases of 

non/short realisation of excise duty and license fee, interest on delayed payment 

and loss of excise duty on account of excess wastages of spirit/liquor/beer and other 

irregularities involving 20.30 crore (17 licensees- approximately five per cent of 

the licensees audited). These cases are illustrative only as these are based on the 

test check of records. Audit pointed out some of the similar omissions in the earlier 

years also. Not only do these irregularities persist, but they also remain undetected 

till the next audit is conducted. Government needed to improve the internal control 

system including strengthening of internal audit so that occurrences/recurrence of 

                                                           
1  South zone (Alappuzha, Kollam, Kottayam, Pathanamthitta and Thiruvananthapuram), 

 Central zone (Ernakulam, Idukki, Palakkad and Thrissur) and North zone (Kannur, 

 Kasargod, Kozhikode, Malappuram and Wayanad). 
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the lapses can be avoided. Underassessment of tax and other irregularities involving 

` 20.30 crore in 30 cases which fall under the following categories are given in 

Table - 5.1. 

Table – 5.1 

(` in crore) 

Sl. No. Categories Number  of cases Amount 

1 Non /short levy of Excise duty/License fee 6 4.79 

2 Others 24 15.51 

Total 30 20.30 

During the course of the year, the Department accepted underassessment and other 

deficiencies involving ` 11.40 crore in 27 cases pointed out by Audit.  An amount 

of ` 26.11 lakh pointed out during the year 2017-18 was realised in 10 cases. 

The Department recovered an entire amount of ₹ five lakhs in one case as pointed 

by Audit. A few Audit observations involving ` 12.23 crore are mentioned in the 

succeeding paragraphs. 
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5.4 Bottling of other State brands of IMFL in Kerala 

As per conditions of licences issued under the Kerala Foreign Liquor 

(Compounding, Blending and Bottling) Rules (Bottling Rules), 1975 and the Kerala 

Distillery and Warehouse Rules (Distillery Rules), 1968, the bottling licensee shall 

not lease out, sub-rent or otherwise transfer the privileges granted to him without 

the prior permission of the EC. The Distillery Rules or Bottling Rules did not 

prescribe any provision for job work.  

Out of the seven bottling units checked in the selected  six districts2,  five units3 had 

undertaken the job work of blending and bottling of IMFL brands owned by other 

State distilleries. During the period from 2016-17 to 2017-18, in the five units, a 

total of 60.50 lakh cases of 108 brands of IMFL of other States were blended and 

bottled.  

Audit observed that the job work of bottling of IMFL for other State distilleries was 

done without the previous sanction of EC under Bottling Rules and amounts to 

unauthorised transfer of privilege. Further, Audit found that the revenue mobilised 

through the brand registration fee4 was `  2.16 crore5. If the distilleries outside the 

State had manufactured the IMFL in their own distilleries and imported into Kerala, 

a revenue of ` 20.42 crore would have been realised as import fee at the rate of  

` 33.75 per case. 

A provision for additional licence fee or bottling fee for according sanction of 

transfer of privilege for other State brands in the Bottling Rules as in the rules of 

States like Madhya Pradesh and Uttar Pradesh would yield additional revenue. 

Government stated (May 2019) that audit observation was noted for future 

guidance. Further progress in the matter is awaited (September 2019). 

5.5  Non-inclusion of import fee element in the purchase cost for 

 levying excise duty 

As per Section 18 of the Abkari Act, excise duty6 at different rate is payable based 

on the purchase cost of different brands of Indian Made Foreign Liquor (IMFL) by 

the Kerala State Beverages (Manufacturing and Marketing) Corporation Limited 

(KSBC), the sole wholesale licensee in the State. However, the purchase cost was 

not defined in the Abkari Act. According to the Kerala Value Added Tax Act, 2003 

of the State, purchase price means the amount of valuable consideration paid or 

payable by a dealer for any purchase of taxable goods including any sum charged 

                                                           
2  Ernakulam, Kannur, Kottayam, Palakkad, Thiruvananthapuram and Thrissur. 
3  M/s. Devicolam distilleries Pvt. Ltd, Ernakulam, M/s. Indo-Scotish Distilleries Ltd, 

 Ernakulam, M/s. Empee Distilleries Ltd., Palakkad, M/s. Imperial Spirits Ltd, Palakkad,               

 M/s. SDF Industries  Limited, Thrissur. 
4  ` 2 lakh per brand as per Rule 3 of the Foreign Liquor (Registration of Brands) Rules, 1995.  
5   108 brands x ` 2 lakh. 
6  The term excise duty means countervailing  duty also. 
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for anything done by the dealer in respect of the goods at the time of or before 

delivery thereof.  Further as per the Excise Manual7, the point of levy of duty in the 

case of all imports into Kerala is the point of entry into Kerala. 

During the year 2016-17 and 2017-18, 13,95,393 cases of IMFL were imported 

from outside the State and excise duty was realised on the basis of cost price which 

did not include the element of import fee of ` 32.40 per case in respect of 180 

millilitre bottles and ` 33.75 in respect of bottles of other volumes that was paid by 

the FL-9 licensee i.e., warehouse of KSBC before importing the IMFL. 

Thus, the import fee which is required to be paid by the KSBC, before importing 

IMFL from outside the State which forms an element of purchase cost was not 

included in the cost for calculating the excise duty. Absence of a precise definition 

of purchase cost thus led to loss of revenue of ₹ 4.72 crore for the years 2016-17 

and 2017-18.  

The issue was referred to Government (April 2019).  Reply was not received 

(September 2019). 

5.6 Non-disposal of Indian Made Foreign Liquor (IMFL) on the 

 stoppage of production 

Rule 33A of the Foreign Liquor Rules stipulates that the EC may take steps to 

dispose of the liquor kept in any licensed premises in any manner as he deems fit in 

the event of any exigency warranting such action. The Kerala Foreign Liquor 

(Compounding, Blending and Bottling) Rules, 1975 do not prescribe a time limit for 

the licensee to remove the bottled liquor from the store room after it is bottled. The 

Excise Commissioner directed8  (October 2016) the DECs to collect the data on the 

unsold IMFL kept in various distilleries/bottling units as the Hon’ble High Court 

quashed the demand of excise on the old unsold stock in a unit. 

M/s. United Spirits Limited, Palakkad, a blending and bottling unit of IMFL 

stopped functioning from 5 November 2016.  As on August 2018, 38,158 cases of 

MC No.1 Celebration Matured XXX Rum were lying in the store room for 25 

months (July 2016 to August 2018). Further 3,722.44 litres of Signature Whisky 

and 82,552.75 litres of MC No.1 Celebration Matured XXX Rum were stored in the 

tank after completion of compounding and blending and before bottling. Even 

though the manufacturing unit stopped function from November 2016, no action 

was taken to sell or dispose of the closing stock of IMFL (August 2018). 

The revenue due to the State exchequer in the form of excise duty on MC No.1 

Celebration Matured XXX Rum and that of blended MC No.1 Celebration Matured 

XXX Rum and  Signature Whisky  works out to  ` 3.96 crore as given in Table - 5.2. 

                                                           
7   Para No. 6 of Chapter VIII. 
8  Letter No. XC3-12897/16 dated 18 October 2016. 
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Table – 5.2 

(In ₹) 

Name of brand Mc No.1 Celebration Matured XXX Rum Signature 

Whisky 

Volume  1000 ml 750 ml 500 ml 180 ml 1000 ml 

No. of cases 7,580 + 9,1729 8,942 18,815 2,821 4139 

Excise duty10  803.72 867.35 818.38 819.22 1,599.75 

Excise Duty leviable  1,34,63,917.44 77,55,843.70 1,53,97,819.70 23,11,019.62 6,60,696.75 

Total Excise duty 3,95,89,297 

A provision in the Bottling Rules fixing a time limit for removal of bottled liquor 

from the unit as in the rules11 of the States of Odisha and Rajasthan would protect 

revenue. In the absence of such a provision in the Act/Rules, the Department was 

not able to take timely action in non-realisation of revenue and ensure disposal of 

stock of IMFL. Further, any mishappening due to use of liquor in closed unit cannot 

be ruled out. 

Government stated (May 2019) that the audit observation was noted for future 

guidance and action is being taken to recover the amount in respect of the stock and 

dispose the same. Further progress in the matter is awaited (September 2019). 

5.7 Non-identification of individuals/institutions who are required 

to take licence for spirituous preparations 

Any medicinal or toilet preparation containing alcohol, whether self-generated or 

otherwise or any intoxicating drug is a spirituous preparation vide definition 3(k) 

of the Kerala Spirituous Preparations (Control) Rules, 1969. According to Section 

15 of Abkari Act, no liquor or intoxicating drug shall be sold without licence issued 

by the EC. Rule 11 of the Kerala Spirituous Preparation (Control) Rules 1969 

prescribes licence in Form SP VI (for wholesale) and SP VII (for retail sale) for 

allopathic medicinal preparations, homoeopathic preparations and preparations 

coming under the indigenous system of medicines, and licence fee is recoverable 

as detailed in Table - 5.3. 

 

 

 

 

                                                           
9  Excise Duty on IMFL stored in tank was calculated as if it was sold in cases (i.e. nine litre units) 

 containing bottles of 1000 ml volume. (i.e. No. of cases = total litres/9). 
10  Excise duty per case taken from the price list of KSBC warehouses w.e.f. 1 October 2016. 
11  Under Rule 39(1) of the Board’s Excise Rule (BER), 1965 of the Odisha State a licensee should   

remove the bottled liquor within three months. Similar provision is envisaged in Rule 7 of the 

Rajasthan Distilleries Rules, 1976. 
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Table - 5.3 

Licence Form Licence fee 

Wholesale licence in Form SP VI ` 5,000 for a year or part thereof 

Retail licence in Form SP VII  for  Homoeopathic & 

Ayurvedic preparations                       
` 1,000 for a year or part thereof     

Retail licence  in Form SP VII for Allopathic preparations                    ` 300 for a year or part thereof     

Audit examined the licence issue register of the six selected offices12 of DECs for 

the period 2017-18 and noticed that 157 persons have taken the licence as detailed 

in Table-5.4.  However, from the data obtained from the Office of the Drugs 

Controller in the six districts, Audit noticed that 11,855 persons had not taken 

licences from the Excise department for the trading of spirituous preparations, but 

were engaged in the trade.  This resulted in loss of revenue in the form of licence 

fee of ` 2.35 crore13 per year.   

Table - 5.4 

 [Total No. of shops- 12,012; Total Licences issued – 157]. 

Source:   Details from Controller of Drugs, Kerala as on 1 September 2018 and licence issue register 

 at DECs. 

Audit observed that the licences are issued only to those who approached for 

licences and no system existed in the Department for identifying the persons 

engaged in the trade of spirituous preparation by conducting survey or by collecting 

data available with other licensing agencies such as Office of the Drugs Controller 

functioning under Health department/ Directorate of Homoeopathy, etc.  There is 

no provision in the Rules to invoke any action against the persons who have not 

taken licences. The issue still persists despite being pointed out in previous Audit 

Report for the year ended March 2016. 

                                                           
12 Ernakulam, Kannur, Kottayam, Palakkad, Thiruvananthapuram and Thrissur. 
13 (7,432 x ` 300) + (4,041 x ` 5,000) + (167 x ` 5,000) + (215 x ` 1,000) = ` 2,34,84,600. 

District Allopathy - Retail Allopathy-

Wholesale 

Homoeopathy - 

Wholesale 

Homoeopathy - 

Retail 

Total no. 

of shops 

No. of shops 

for which 

licence 

issued 

Total no. 

of shops 

No of shops 

for which 

licence 

issued 

Total no. 

of shops 

No. of shops 

for which 

licence 

issued 

Total no. 

of shops 

No. of shops 

for which 

licence 

issued 

Ernakulam 1,620 3 1,282 2 56 9 56 5 

Kannur 791 0 472 0 34 0 64 0 

Kottayam 814 0 375 0 35 16 46 12 

Palakkad 1,065 3 374 3 17 1 17 2 

Thrissur 1,483 0 826 1 35 2 35 3 

Thiruvananthapuram 1,731 66 745 27 18 0 21 2 

Total 7,504 72 4,074 33 195 28 239 24 
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The issue was referred to Government (April 2019).  Reply was not received 

(September 2019). 

5.8  Unauthorised reconstitution of Board of Directors of companies/ 

firms holding Foreign Liquor licences 

Under Rule 19(iii) of Foreign Liquor Rules, reconstitution of partnership/directors 

of a company may be allowed on payment of ₹ one lakh.  As per Section 67(2) read 

with 67(3) of Abkari Act, as amended in 2014, the Excise Commissioner (EC) may 

impose a fine of ₹ three lakh each on any person or persons holding a licence or 

permit for violation by reconstitution, alteration or modification without the 

permission of the EC of any deed on the strength of which any licence is granted 

and the EC may regularise such irregular reconstitution on payment of fine and 

application from the licensee.  

Audit cross verified the data on reconstitution of Board of Directors of companies 

in Excise Division Offices in selected districts14 between March 2016 and March 

2018 with the data in the Website of Ministry of Corporate Affairs, Government of 

India. Audit observed that 20 companies, who had neither applied for permission 

nor regularisation of reconstitution, had modified/reconstituted Board of Directors 

on 30 occasions by addition/deletion of directors/partners as given in Appendix 

XVIII. Absence of mechanism in the Department to identify the unauthorised 

reconstitution resulted in non-realisation of revenue. 

Non-imposition of fine for unauthorised reconstitution and non-collection of fee for 

regularisation resulted in non-realisation of revenue of ` 1.20 crore15 from 20 

companies during the period 2016-17 and 2017-18. 

The issue was referred to Government (April 2019).  Reply was not received 

(September 2019). 

 

 

 

                                                           
14  Ernakulam, Kannur, Kottayam, Palakkad, Thiruvananthapuram and Thrissur. 
15 30 occasions at the rate of rupees four lakh each (fee of rupees one lakh each and fine of rupees 

three lakh each). 
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B – STAMP DUTY AND REGISTRATION FEES 

5.9 Tax administration 

Receipts from stamp duty and registration fee are regulated under the Indian Stamp 

Act, 1899 (IS Act), Indian Registration Act, 1908 (IR Act) and the Rules framed 

thereunder as applicable in Kerala and are administered at the Government level by 

the Secretary to Government, Taxes Department. The Inspector General of 

Registration (IGR) is the head of the Registration Department. He is assisted by the 

District Registrars (DR) and Sub-Registrars (SR). 

5.10  Internal audit 

The IGR, Kerala monitors the functioning of the IAW of the Registration 

Department.  The District Registrar (Audit) and team conduct audit in the districts.  

The auditee offices are selected after giving special preference to those offices 

where the Registering Officer is due to retire shortly which itself is a risk analysis 

aimed at avoiding revenue loss.  During 2017-18, IAW audited 294 units out of 303 

units planned for audit and pointed out 1,902 observations. During the year 2017-

18, 1,822 audit observations could be cleared out of the 5,323 outstanding 

observations (August 2018).  

5.11  Results of audit   

Out of the total 328 offices in the Registration Department, 82 offices including 77 

SROs were test checked during 2017-18. A total of 10,26,512 number of documents 

were registered in the 77 SROs out of which 34,000 number of documents were 

test checked during 2017-18.  Non/short levy of stamp duty and registration fee and 

other irregularities amounting to ` 33.58 crore were detected in 126 cases, which 

fall under the following categories as given in Table-5.5 

Table – 5.5 

(` in crore) 

Sl. No. Categories No. of cases Amount 

1 Performance Audit on functioning of OPEN PEARL 

in Registration Department 

1 - 

2 Undervaluation of documents 68 2.22 

3 Other lapses 57 31.36 

Total 126 33.58 

During the course of the year, the Department accepted under-valuation and other 

deficiencies involving ` 1.77 crore in 54 cases.  An amount of ` 39.65 lakh pointed 

out in 52 cases was realised during the year 2017-18. 

In case of a draft paragraph, involving ` 2.49 lakh, the Department recovered the 

entire amount. A Performance Audit (PA) on functioning of OPEN PEARL in 

Registration Department and a few illustrative cases involving ` 12.42 crore are 

given in the following paragraphs.  
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5.12 Performance Audit on Functioning of OPEN PEARL in 

Registration Department 

Highlights 

 Inordinate delay in achievement of goals due to lack of organisational and 

management controls over the project and the absence of User Requirement 

Specification, Service Level Agreements, Government order and detailed 

project proposal. 

(Paragraph 5.12.7.1) 

 Absence of Business Continuity Plan/Disaster Recovery Plan and failure to test 

and restore backed up data. 

(Paragraph 5.12.7.2) 

 Delay in completion of the registration process of documents due to additional 

work of data entry and validation of the data in addition to the preparation of 

document on stamped or e-stamped paper and its verification. 

(Paragraph 5.12.7.3) 

 Maintenance of soft copy of e-stamp, absence of password protection, facility 

to take unrestricted printouts renders e-stamps insecure. There are no provisions 

for capturing serial numbers of e-stamps used for registration and purchase of 

additional e-stamp in case the e-stamps purchased are found to be insufficient. 

 (Paragraph 5.12.7.4) 

 Non-reduction of workload despite computerisation due to manual maintenance 

of accounts, revenue statements, reconciliation statement of the remittances, 

manual preparation and delivery of certified copies, list certificates and 

marriage certificates. 

(Paragraph 5.12.8.1) 

 Incomplete and/or incorrect data in the database resulted in generation of 

incorrect Management Information System (MIS) reports and control registers. 

(Paragraph 5.12.8.4) 

 Out of the 26 deficiencies pointed out in the Report of the Comptroller and 

Auditor General of India (Revenue Receipts), Government of Kerala for the 

year ended 31 March 2009 (Volume I), 20 issues were taken care of in the 

OPEN PEARL. However, six issues viz., delay in project completion and non-

achievement of objectives, non-validation of current data, generation of 

incorrect/defective reports, non-existence of Business Continuity Plan 

(BCP)/Disaster Recovery Plan (DRP), deficiencies in Internal Control are still 

persisting. 

(Paragraph 5.12.9) 

 



Audit Report (Revenue Sector) for the year ended March 2018 

 

54 
 

5.12.1 Introduction 

The Registration Department (RD) renders specific services to the citizens such as 

registration of documents (deeds relating to movable and immovable properties 

such as Sale, Partition, Lease, Will etc.), chitties, societies, firms, non-trading 

companies, marriage and issue of marriage certificates, encumbrance certificates, 

certified copy of registered documents and list certificates of registered documents.  

Computerisation of the RD was one of the major e-governance initiatives 

undertaken by the State Government. The PEARL (Package for Effective 

Administration of Registration Laws) application, developed by National 

Informatics Centre (NIC) was implemented by the RD during 2000 to 2009 at a 

cost of ₹ 24.41 crore.  As the application was not completed as intended and the 

project got stuck at the development stage, the Government appointed16 a High-

Level Technical Committee (HLTC) for thorough evaluation and to decide on the 

future course of action pertaining to the computerisation programme in the 

Department. The Committee in its meetings held in July 2009 and September 2009 

decided to redesign the PEARL application, migrate to a web application and to 

build a central database. The work was entrusted to NIC in 2009 and the activities 

relating to registration of documents, marriage and issue of certificates were 

computerised as OPEN PEARL (Open Source Based Package for Effective 

Administration of Registration Laws) application, an e-governance project.  The 

Application was implemented in all the 315 Sub Registrar Offices (SRO) in the 

State between August 2012 and May 2017 and an amount of ` 42.20 crore17 was 

incurred on the project during 2009-10 to 2017-18.  

5.12.2  Organisational structure 

The Secretary (Taxes), Government of Kerala is in charge of the Department at the 

Government level and the Inspector General of Registration (IGR) Kerala, is the 

head of the Department. There are four zonal offices, 14 District Registrar Offices 

(DROs) and 315 SROs in the State which are headed by Deputy IGR, District 

Registrars (DR) and Sub Registrars (SR) respectively.   

5.12.3  Audit objectives 

The objectives of the Performance Audit (PA) were to assess whether: 

 the initiative of e-governance enhanced the efficiency of the Department in 

delivery of services and augmentation of revenue; 

 the people of Kerala reaped the benefits of e-governance through 

computerisation of registration and allied activities; 

                                                           
16  Vide GO(Rt) No.405/09/TD dated 2 May 2009 of Taxes (E) Department. 
17  Hardware - ` 1.89 crore, application development - ` 1.15 crore, man power and training -            

 ` 3.55 crore, networking - ` 32.27 crore and bandwidth - ` 3.34 crore. 
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 the OPEN PEARL addressed the weaknesses in the earlier system (PEARL). 

5.12.4 Audit criteria 

The evaluation was done with reference to the following sources of criteria: 

 The Registration Act, 1908; 

 Registration Rules (Kerala); 

 Kerala Stamp Act, 1959 (KS Act); 

 The Kerala Stamp Rules, 1960; 

 Indian Registration (filing of True copies) Rules, 1967; 

 Registration Manual; 

 Kerala State Right to Service Act, 2012; 

 Transfer of Registry Rules, 1966; 

 Project Proposal of the OPEN PEARL and 

 Relevant orders and circulars issued by the Government. 

5.12.5 Scope and methodology of Audit 

The PA was conducted during May 2018 to August 2018, covering the period from 

2013-14 to 2017-18 by selecting four18 out of 14 DROs. In the 315 SROs under 14 

DROs, 49,75,478 documents were registered during the period covered in Audit of 

which 12,21,224 documents (25 per cent) were registered in the 88 SROs under the 

selected four DROs. Sixteen19 SROs i.e. four SROs  from each DRO were selected 

using stratified random sampling method in IDEA. Out of 2,77,339 documents (23 

per cent) registered in the selected 16 SROs during the audit period 37,915 

documents were test checked by audit. In addition, 14,332 Encumbrance 

Certificates processed during March 2018 in the selected SROs were also test 

checked. 

Audit was conducted through test-check of records in the Taxes (E) Department, 

Secretariat of Government of Kerala; Office of the IGR, Kerala; selected DROs and 

SROs; analysis of the OPEN PEARL database using SQL20 queries and CAATs21 

and obtaining replies/confirmation of the extracted data.  

 

                                                           
18  Idukki, Palakkad, Pathanamthitta and Thiruvananthapuram. 
19  Kadapra, Kattakkada, Kattappana, Kazhakuttom, Kozhinjampara, Mannarkkad, Navayikulam, 

 Pathanamthitta, Palakkad, Pandalam, Parli, Pattom, Peermade, Perunad, Thodupuzha and 

 Udumbanchola. 
20  Structured Query Language.  
21  Computer Assisted Audit Techniques. 
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An Entry Conference was conducted on 23 May 2018 with the Secretary, Taxes 

Department, Government of Kerala, in which the audit objectives, scope and 

criteria for the PA were discussed. An Exit Conference was also conducted on 14 

November 2018 with the Secretary, Taxes Department and the audit findings were 

discussed in detail.  

5.12.6  Acknowledgement 

Indian Audit and Accounts Department acknowledges the co-operation and 

assistance extended by the Secretary (Taxes), Inspector General of Registration, 

district and field level functionaries of selected districts during the course of PA. 

Audit also acknowledges the receipt of replies from the Government to the issues 

pointed out in this report. 

Audit findings 

OPEN PEARL was implemented to address the short comings of the previous 

PEARL application and the objectives of the project were as detailed in Appendix 

XIX. Out of the 19 project objectives of OPEN PEARL, nine objectives viz. storing 

scanned copies of registered documents; maintaining data dictionary of various 

types of transactions and rates of stamp duty and registration fee; details of 

undervaluation cases; facility for e-stamping, e-payments; transfer of data for 

automatic transfer of registry in revenue records; providing standard format for 

document preparation; preparation of encumbrance certificates; automatic 

preparation of indexes, memos, various accounts, registers etc. were either fully or 

partially achieved. However, Audit noticed the following.  

5.12.7 Non-achievement of project objectives 

Project Implementation 

5.12.7.1  Inordinate delay in achievement of goals due to lack of 

 organisational and management controls over the project 

Orders22 laying down the broad procedure that should be observed for undertaking 

e-governance initiatives by various departments were issued by the Government of 

Kerala in 2009. As per the orders, detailed project proposal, User Requirement 

Specification (URS) and implementation plan were to be prepared and Service 

Level Agreements (SLAs) were to be entered into with various agencies.   

On scrutiny of the records, Audit noticed the following deficiencies in the 

implementation of OPEN PEARL: 

                                                           
22  GO(P)No.24/2009/ITD dated 29 September 2009 Information Technology (B) Department, 

 Government of Kerala. 
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 No detailed project proposal was prepared and only the financial proposal was 

prepared. Though this project was envisaged as a step ahead of the existing 

PEARL, no URS was prepared for this project. No Government order 

specifying the services to be rendered after completion of the project was issued 

by the Administrative Department. 

 While entrusting the work to NIC, no Service Level Agreements (SLA) were 

entered into specifying the scope of work and deliverables with time schedule. 

An amount of ` 5.15 lakh was handed over to NIC in March 2011 for 

preparation and documentation of flow chart, user manual etc.  However, the 

documents were not yet delivered by NIC even after seven years (September 

2018).   

 It took about three years for development/migration from the existing PEARL 

to OPEN PEARL and another four years for its implementation in 315 SROs. 

Even after six years since the implementation of OPEN PEARL and incurring  

` 42.20 crore23, the software development was not completed and handed over 

to the Department.  

In the absence of specified documents and yardsticks mentioned above, the 

progress of the project could not be monitored leading to inordinate delay in 

development and implementation of the application.  

The Government stated (February 2019) that necessary arrangements would be 

made with the NIC and Registration Department officials to have the SLA and 

ensure timely completion of the project. Further progress is awaited (September 

2019). 

Recommendation: Steps may be taken to prepare the URS, enter into SLAs, 

fix timelines, and ensure handing over the project to the Department along 

with proper documentation. 

5.12.7.2  Backup and Business Continuity and Disaster Recovery plans 

Business Continuity Plan (BCP) and Disaster Recovery Plan (DRP) are essential to 

ensure that the organization/Department can resume its business in the event of a 

disaster leading to non-availability of data or information. With this in mind the  

Government of Kerala ordered24 that regular back up, restoration and testing of the 

backup are to be done by the System Administrator or the IT Manager of the 

departments as part of the BCP.   

OPEN PEARL is a mission critical system accessed by around 1,000 officials at a 

point of time and is also accessed by other stakeholders round the clock. The 

Application is implemented in all the 315 SROs in the State and the data is 

                                                           
23  ₹ 42.20 crore for the period 2009-10 to 2017-18. 
24  GO(MS) No.10/2010/ITD dated 5 March 2010 issued by Information Technology (B) 

 Department. 
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centralised by co-locating the server at State Data Centre (SDC)-2, 

Thiruvananthapuram with live streaming and replication to another server co-

located at SDC-1 Thiruvananthapuram.     

During audit, it was noticed that registration and other allied activities of the 

Department came to a stand still for two days and three days during the year 2015 

and 2017 respectively due to hard disk failure and server issues of the primary 

server at State Data Centre (SDC-2). The Department could not resume the work 

immediately by uplinking the backup server at SDC-1. 

During the Performance Audit, Audit requested data dump of OPEN PEARL in 

March 2018. Though the department made earnest attempts from 7 April 2018, the 

data dump could be furnished to Audit only after 43 days since data dumping from 

the backup server at SDC-1 failed many times and the dump could be taken only 

by copying the data from the primary server to another backup server at SDC-1.  

Audit found that despite the system failure in 2015 and 2017 

 BCP and DRP were not documented and  

 no periodical testing or restoration of the backed-up data was done by the 

Department as directed by the Government.  

The Government stated (February 2019) that steps are initiated for creating suitable 

disaster recovery plan and servers are being installed as part of the business 

continuity plan. Further progress in the matters was not received (September 2019). 

Recommendation: Necessary steps may be taken to prepare and document 

BCP/DRP and provision may be made to uplink the backup server. 

Delivery of services 

5.12.7.3  Delay in completion of the registration process of documents 

As per notification25 issued under Section 3 of the Kerala State Right to Service 

Act, 2012, registered documents are to be returned by the SR to the public on the 

same day or within a maximum of three days from the date of registration. 

OPENPEARL envisaged preparation of documents to be registered as electronic26 

documents and retrieval of the registered document in electronic form by the public 

within one hour after completion of the registration process.  

After the introduction of OPEN PEARL, the registration process is as detailed in 

the chart below: 

                                                           
25  No. E1.24510/2011 dated 14 December 2012 (GO (Rt) No. 402/2012/P&ARD dated 20 

 November 2012). 
26  An electronic document is a document in electronic form which is intended to be used either 

 in electronic form or as printed output. 
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On an examination of the OPEN PEARL application, database, connected records 

and the register of return of registered documents of the selected 16 SROs   Audit 

noticed delay in the process of registration and return of registered documents as 

detailed below: 

 There was no provision for delivery of electronic documents. Out of the 19 

model documents approved by the Government, only two electronic 

documents viz., sale deed and settlement deed could be prepared 

electronically. However, the facility for preparation of these electronic 

documents has not been extended to the public/stakeholders till date. The 

public has to manually prepare and submit the documents for registration on 

stamped or e-stamped paper causing delay in the registration process. 

 

Though the facility of preparing documents by the executants/claimants 

themselves, based on the model documents, was introduced in the 

Department in July 2016, only 789 out of 14.38 lakh executants/claimants 

had prepared their documents on paper from July 2016 to March 2018. 

 The executant/claimant had to repeatedly enter his personal details into the 

system at the time of registration of each new document. 

 Full details relating to the document were to be entered in the system in 

addition to the preparation of the document on a stamped paper. 

Executant/Claimant of 

document 

Self-prepared  

document  

     Through Advocate/    

licensed writer 

Online submission to Sub 

Registrar 

Presenting the physical document to 

Sub Registrar  

Data entry in OPEN PEARL, 

Preparation of document, 

Remittance of stamp duty and 

registration fee 

Validation of data in OPEN PEARL, 

Verification of printed/written 

document, 

Comparison of document with the 

copy to be filed, 

Registration of document and   

Return of registered document  

Data entry in OPEN PEARL, 

Preparation of document based on 

19 approved model documents, 

Remittance of Stamp duty and 

Registration fee 
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 Though there was a provision in the database for entering the ready for issue 

date, the details were not recorded in the database of all test checked SROs 

except SRO Perunadu and SRO Pattom.  

Out of the 16 selected SROs, in the case of 15 SROs (except SRO Perunadu), 

date of return of the registered documents to the executants/claimants was not 

recorded in the database and out of the above 15, in the case of six SROs it 

was neither recorded in the database nor recorded in the manual issue register 

maintained by the SROs as detailed in the Appendix XX. Out of the 6,319 

documents registered during March 2018 in 16 selected SROs, the date of 

return was neither recorded in the OPEN PEARL database nor in the manual 

issue register in the case of 2,842 (Appendix XX) documents registered in 

six SROs.27 Out of the remaining 3,477 documents registered in the 

remaining 10 SROs (including SRO, Perunadu where issue date is available 

in database), in nine SROs the date of return was not recorded in the manual 

issue register in case of 1,505 documents. In the case of the remaining 1,972 

documents in the 10 SROs, only 231 (12 per cent) documents were issued 

within three days.  In the case of the balance 1,741 documents (88 per cent), 

the executants/claimant received back the registered document with 

endorsements of the SR after a delay ranging from one day to 70 days from 

the date of registration as detailed in Appendix XX.  

After the implementation of OPEN PEARL, despite providing e-stamping and e-

payment28 facility, there is delay in the registration process due to absence of 

provision for delivery of electronic documents, additional work of data entry and 

validation of the data in addition to the preparation of documents on stamped or e-

stamped paper and their verification.  

Thus, the objective of preparation of electronic documents and return of documents 

within three days was not achieved by the project and deprived the people of the 

benefit of faster registration as envisaged in the objective.  

The Government stated (February 2019) that the existing system of preparing 

documents in descriptive mode is not allowing the facility to prepare and deliver 

documents electronically. The facility to prepare electronic documents for 

settlement and sale would be introduced by making necessary amendments in rules 

and changes in the software. It was decided to make available digitally signed 

documents, system generated endorsement and registration certificates so as to 

avoid delay in returning the documents after the registration. The facility for 

populating the personal details based on Aadhar would be explored. Further 

compliance in the matter is awaited (September 2019). 

The reply was not tenable as preparation and delivery of documents in electronic 

form was the objective of the OPEN PEARL as declared by the High-Level 

                                                           
27  Kazhakkuttom, Palakkad, Pattom, Pathanamthitta, Pandalam and Thodupuzha. 
28 Electronic payment made by means of credit card, debit card, internet banking etc. 
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Technical Committee and the system of preparing documents in descriptive mode 

was continuing since the pre-PEARL era.  

Recommendation: Provision may be made in OPEN PEARL for population of 

personal details of each individual based on the unique identity such as 

Aadhar, etc., and generate printable electronic documents. 

5.12.7.4 Inadequacies in e-stamping mechanism  

The Government accorded approval29 for implementation of e-stamping30 in the 

State (February 2016) which was introduced with effect from 24 May 2017.  As per 

the Kerala Stamp (Amendment) Rules 201731, documents chargeable with stamp 

duty of above one lakh rupees shall be stamped with e-stamp only. The facility of 

e-stamping is not available at present (October 2018) for instruments which are 

chargeable with a stamp duty of one lakh rupees or less.  

On an analysis of the e-stamping mechanism, Audit noticed that: 

 the soft copy of the e-stamp which was a pdf file can be copied on to any 

media including removable media such as pen drive, etc. The chances of 

duplicate copies being created cannot be ruled out. 

 the pdf file can be opened without any password and any number of copies of 

e-stamped paper can be printed before and even after the registration of a 

document and its defacement32, using the soft copy of the e-stamp, rendering 

it highly insecure. 

Thus, delivery of e-stamps as pdf file facilitates unrestricted printouts of e-

stamp by its holder/payee. This can result in use of the e-stamps for execution 

of various documents using the print outs of the same e-stamp, the existence 

of which cannot be detected unless the documents are registered with any 

Registrar. An unregistered document executed on a stamped paper can be 

admitted as evidence in any proceedings of a Criminal Court as per proviso 

(d) to Section 34 of the KS Act, 1959. 

 there was no provision for purchase of additional e-stamp in case the e-stamps 

purchased are found to be insufficient. 

The stamp duty in lieu of the additional e-stamps required was either remitted 

directly into the treasury or through e-payment and the additional stamp duty 

paid was recorded as an endorsement in the document. Lack of provision for 

purchase of additional e-stamps led to non-exhibition of the total stamps used 

for registration of a document. 

                                                           
29  Vide GO (MS)No.19/2016/TD dated 9 February 2016.  
30  E-stamp means an electronically generated impression of stamp on a paper to denote the 

 payment of stamp duty. 
31  Vide SRO No.182/2017, GO(P) No. 23/2017/TD dated 7 April 2017. 
32  For preventing registration of another document using the e-stamp. 



Audit Report (Revenue Sector) for the year ended March 2018 

 

62 
 

 serial numbers of the e-stamps used in the registered documents were not 

recorded in the master tables of the OPEN PEARL database. These details 

were available only in the PEARL_PUBLIC database33, the records of which 

were not to be maintained permanently. This can result in re-use of the same 

e-stamp again. 

 In respect of 718 out of the 6,149 documents registered during March 2018 

in 15 SROs (i.e. except Perunadu SRO), stamp duty of ₹ 0.93 lakh was paid 

in excess of the legitimate amount by the executant/claimant (Appendix 

XXI) since stamp paper of exact denomination was not available. 

The Government stated (February 2019) that security measures like One Time 

Password (OTP) based printing of e-stamps are being considered. Provision would 

be made in the system to capture the serial numbers of the e-stamps, names of both 

parties and purpose of the document would be incorporated in the e-stamp to 

prevent misuse of multiple copies. Further progress in the matter is awaited 

(September 2019). 

Recommendation: Printing of e-stamps be permitted online only and number 

of prints may be restricted to one. Provision may be made for issue of revised 

e-stamp in cases were additional stamps are required. Provision for recording 

the serial number of the e-stamp has to be made in OPEN PEARL.  

5.12.7.5 Non-integration of the Fair Value of Land application with the 

 OPEN PEARL 

Fair value of each piece of land under a survey number or its subdivision in the 

State is available in the Fair Value of Land (FVL) application maintained by the 

Registration Department which can be accessed by the public through the Web.  

In the OPEN PEARL application there is a provision to select the fair value of the 

land from the FVL application or to enter the fair value into the system by the user 

during online submission of the details of the document to be registered.  

In this connection Audit noticed that: 

 the FVL application was not integrated with the OPEN PEARL application; 

 the executant/claimant had to manually enter the details (after ascertaining the 

fair value from the FVL application or from the Fair Value Register) and the 

SR had to manually verify the correctness of the fair value of the land applied 

for the purpose of computation/ascertainment of the correctness of the stamp 

duty and registration fee;  

                                                           
33  PEARL_PUBLIC database contains data which were initially entered by the stakeholders while 

 making application for registration.  When the registration is done by SR, these data (except 

 serial no. of the e-stamp) are transferred/copied to the relevant fields of the OPEN PEARL 

 database. Thus, data in PEARL_PUBLIC database are of temporary nature. 
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 reporting of undervaluation (as per Section 45(B) of the KS Act) has to be done 

through manual intervention in the application.  

Because of non-integration of the FVL application, automatic determination and 

verification of stamp duty, registration fee and reporting of undervaluation could 

not be done by the OPEN PEARL application.  

The Government stated (February 2019) that the fair value of land application is 

being migrated to the latest technology and necessary modification would be done 

in OPEN PEARL to integrate it with this. Further progress is awaited (September 

2019). 

Recommendation: Steps may be taken to integrate the fair value of land 

application with OPEN PEARL.  

5.12.7.6  Failure to carryout automatic transfer of registry. 

The OPEN PEARL envisaged automatic transfer of registry after the registration of 

the document by the Sub-Registrar (SR) through integration with the Revenue Land 

Information System (ReLIS)34. 

As per Rule 3 (a)(vi) of the Transfer of Registry Rules, 1966, the applications for 

transfer of registry are to be forwarded to Tahsildars/Village Officers by the 

Registering Officer.  

On analysis of the OPEN PEARL application, Audit noticed that while transferring 

the application and data of the registered document by the SR to the 

Tahsildar/Village Officer, application fee alone was collected and the transferor or 

transferee (executant or claimant) had to again approach the Taluk Office/Village 

Office for remitting the fees for transfer of registry.   

Non-collection of fees for transfer of registry by the Department through OPEN 

PEARL resulted in non-achievement of the objective of automatic transfer of 

registry.  

The Government stated (February 2019) that collection of the fee for Transfer of 

registry would be considered. 

Recommendation: Provision may be made in OPEN PEARL to collect the fee 

for transfer of registry and the Government may take steps for updating data 

in ReLIS database to enable automatic transfer of registry. 

                                                           

34  ReLIS is a Web-based application for the Revenue Department which is integrated with the 

 OPEN PEARL application of the Registration Department to attain the aim of online mutation 

 and management of Land Records. It aims to facilitate a guaranteed conclusive title to 

 immovable properties in the State. 
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5.12.7.7 Delay in issue of encumbrance certificates and non-provisioning for 

 online issue of other certificates  

As per notification35 issued under Section 3 of the Kerala State Right to Service 

Act, 2012, encumbrance certificate and list certificate (both issued under Rule 168 

of the Registration Rules (Kerala)) are to be issued by the SR to the public within 

a maximum of seven days from the date of application even if the details are not 

available in the system and certified copies (as per Section 57 of the Registration 

Act, 1908) are to be issued within two days from the date of application.  

Presently, the submission of applications for encumbrance certificate, list 

certificate, certified copy and marriage registration can be made online by the 

applicants by remitting the required fee online.  

OPEN PEARL project envisaged the issue of these certificates online. 

On scrutiny of the OPEN PEARL database and the Register of various certificates 

in respect of the selected 16 SROs it was noticed that: 

 digitally signed certificate was issued online in the case of encumbrance 

certificate only. But out of 14,332 encumbrance certificate applications 

received during March 2018, encumbrance certificates were not issued within 

the time limit of seven days from the date of application in 1,620 (11 per cent) 

cases.  The delay in issue ranged from one to 112 days as detailed in the 

Appendix XXII; 

 due to non-validation of legacy data/non-entry of details of documents 

registered during pre-computerised period, manual intervention is required 

for verification of encumbrance in case of list certificate and encumbrance 

certificate. 

 there was no provision for online issue of list certificates, certified copies and 

marriage certificates.  

The Government stated (February 2019) that sanction was accorded to SROs to 

digitise the previously registered documents and to capture the metadata 

information so as to facilitate online issue of digitally signed encumbrance 

certificates, list certificates and certified copies.  Further compliance in the matter 

is awaited (September 2019). 

Recommendation: Steps may be taken for entry and/or validation of details of 

documents registered in earlier years in OPEN PEARL. Provision may be 

made in the OPEN PEARL to issue digitally signed list certificates, certified 

copies and marriage certificates. 

                                                           
35  No. E1.24510/2011 dated 14 December 2012 (GO (Rt) No. 402/2012/P&ARD dated 20 

 November 2012). 
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5.12.8 Failure to improve efficiency and reduction of workload 

5.12.8.1 Non-reduction of workload of the Department despite 

 computerisation. 

One of the objectives of the OPEN PEARL project was to increase the efficiency 

in the delivery of services and to reduce the work load of the Department. 

Audit however noticed that:  

 there was delay in completion of registration process of documents (paragraph 

5.12.7.3); 

 certified copy, list certificate and marriage certificate were prepared and 

delivered manually (paragraph 5.12.7.7); 

 accounts and revenue statements are still maintained manually (paragraph 

5.12.8.3) and 

 Fees/amounts relating to encumbrance certificate, certified copy, list certificate, 

undervaluation etc., are still received in cash in the SROs in addition to e-

payment or e-treasury remittance36. 

Even after six years since the implementation of OPEN PEARL the system has not 

been made optimal for achievement of enhanced efficiency of departmental 

operations.  

The Government stated (February 2019) that the manual system can be dispensed 

with only after verifying the accuracy of the database and after streamlining the 

entire system.  

The reply is not convincing since the Department has not made any effort to tally 

the daily totals of the manual registers or accounts with the system generated 

accounts or registers and to make necessary provisions/changes in the Application 

even after a lapse of six years from development of the Application.  

Recommendation: Steps may be taken to dispense with the manual accounts 

after ensuring the accuracy of generated accounts and to prepare annual 

revenue collection statements and monthly reconciliation statements online.  

5.12.8.2  Non-elimination of hardcopies of registered documents 

As per Section 52(1)(c) of the Registration Act, 1908 and Rule 4 and 6(i) of the 

Indian Registration (Filing of True Copies) Rules, 1967 every document admitted 

for registration shall be accompanied by a true copy of the document prepared in 

                                                           
36  Payment made into treasury in cash by using system generated challan. 
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