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Evasion of stamlf

Under the Kerala StamP Act,

959, instrument of partition lneans any

nstrument whereby co-owners of any property

,ivide or agree to divide such property in

,everalty. Such instrument attracts stamp duty at

ne rate of Rs 2.50, where the partition is among

rembers of the family and at the rate of Rs 5 in other

:ases of partition, for every Rs 100 or part thereof of the amount of the value of the

,eparated share(s) of the property. On instruments relating to gift or conveyance of

:roperties situated in panchayat areas, besides stamp duty at the rate of Rs 6 for every

r,s 100 or part thereof of the amount or value of the gift or consideration for such

,onveyance, duty on transfer of property at 4 per cent of the consideration is also

:viable under the Kerala Panchayat Raj Act, 1994,

In Sub Registry Office, Kuravilangad, it was noticed in audit (July

)96) that transfer of one's property to another (purchaser) was effected through a

arrition deed instead of through sale or gift deed thereby legally avoiding the

rbility to pay stamp duty at the rate applicable to conveyance deed. The modus

:erandi in the transaction was to sell 1/20th portion of a property of 1.52 hectares

orth Rs 20 lakh and one half portion of another property of 0.02 hectare worth

, 
-. 20,000 to the intending purchaser without specifying the metes and bounds so as to

3are co-ownership by executing (January 1995) a sale deed and paying stamp duty

" conveyance deed. The intending purchaser thus having'become a co-owner got the

rperties partitioned (February 1995) and obtained the entire property of larger extent

rth Rs 20 lakh and the original owner retained one half of the other property worth

20,000. By making payment of stamp duty for a property of negligible value left

h the original owner the intending purchaser got a property of substantial value

.rsferred in his name. The stamp duty, transfer duty and registration fee so evaded

rked out to Rs 2.19 lakh.
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Stamps And Registration Fees

t
C

Government to whom the case was referred (February 1996) stated

\pril 1997) that as per the byeiaw of the society buying and selling of property was
-ot its business and hence exeryrption from stamp duty was not available to the

-ocument and that the District Registrar, Malappuram had been directed to recover the

, aid amount. Further report on the qlcovery of the amount has not been received
\ovember lggT). ) I)'

i.7. Short levy of stamp duty on conveyance deeds

Under the Kerala Stamp Act, \959,
.he stamp duty leviable, for every Rs 100 or part

hereof of the amount or value of consideration

or conveyances purporting to transfer of
nmovable property is at the rate of rupees eight

.nd paise fifty in respect of the property situated

'ithin Municipal Corporation and Municipalities and at the rate of rupees six in
':spect of the property situated outside such Municipal Corporation and
Iunicipalities. Under the Indian Registration Act, 1908, every document that affects

rmovable property shall be presented for registration in the Office of the Sub
registrar within whose sub- district the whole or some portion of the property to

hich such document relates is situated.

(i) In Sub Registry Office, Agali, certain documents were registered for
'-' conveyance of land situated within the limits of a Municipal Corporation in Tamil

.du along with certain pieces of land situated within the registration sub-district of

.ali. The itamp duty levied on the property situated in Tamil Nadu was at the lower

- : of rupees six as against the higher rate of rupees eight and paise fifty applicable
- conveyance of property situated in Municipal Corporations. This resulted in short

, r' of stamp duty of Rs 1.68 lakh in 31 documents registered in 1994.
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StamPs And Registration Fees

Short levy of stamp duty and registration fee

Section 45 B of the Kerala

:-amp Act, 1959, provides that where the

:gistering officer has reason to believe that the

alue of the property or the consideration has

-ot been fully and truly set forth in the

,locument, he may, after registering such

-locument refer the same to the Col'lector for

ietermination of the value or consideration and

he duty PaYable thereon' The Collector may,

uo motu, within two Years from the dailof registration of any instrument not already

StamP dutY and registrationfee

pI Rs 91.335 was short levied

due to underffarcment of
,la:,ti

.'.- - .:illl

.. , -',,. -;

.- -: _ "

consideration in sale deeds in the

Sub Registry Offtces at Pattom

and Sasthamangalam

a- f':eferred to him, call for and examine the and determine its consideration

'nd the dutY PaYable thereon

(i)IntheSubRegistryoffice,Pattom,whileexecuting(April7995)a
leed for sale of a property with building in Thiruvananthapuram' in pursuance of an

.greement executed (February 1995),the consideration was shown as Rs 1'97 lakh as

.gainstRs6.20lakhagreedto.Althoughunder-statementofconsiderationby
ls 4.23 lakh was evident, the document was not referred to the Collector for

:eterminationoftheconsiderationandthedutypayablethereon'Theomission

:sultedinshort-IevyofStampdutyandregistrationfeeofRs65,5S5.

on this being pointed out (December 1996) in audit' the department

'atecl(May7997)thatordershadbeenissued(AprilLggT)fortherealisationof
.:ficit stamp duty and registration fee'

GovernmenttowhomthecasewasreportedinApri|1997confirmed

: matter.
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CHAPTER 8

TA-XES AND DUTIES ON ELECTRICITY

i. 1. Lery and Collection of Electricity Duty and Surcharge

8.1.1. Introductory

Levy of duty on the sale and consumption of electrical energy from

l April 1963 is governed by the Kerala Electricity Duty Act. 1963 an{the Kerala

Electricity Duty Rules, 1963. Section 3(1) of the Act envisages payment of duty to

Sovernment at the rate of six paise per unit by every licensee who sel1s energy at a

..,rice more than 12 paise per unit, whereas Section 4 i\\prescribes levy of duty on

-onsumers at 10 paise per unit of energy consumed in ffiect of consumers taking

:nerg! at 11 KV and 10 per cent of the price of energy billed for in respect of others.

fhe licensee has to collect this duty from consumers and remit it to Government.

lonsunrers who generate energy for their o*n "ontn have to pay duty at 1.2

aise per unit of energy so generated and consumed. Besides duty, Government also

-erives revenue by way of surcharge on electricity consumed under the provisions of

re Kerala Surcharge (Levy and Collection ) Act, 1989.

For the administration of the provisions of the Act and the Rules, a

:parate Electrical Inspectorate under a Chief Electrical Inspector was formed by

;vernment in FebruarY 1968.

'1.2. Scope of Audit

Mention was made in paragraph 5.3 of the Report of the Comptroller

j Auditor General of India, for the year 1980-81 (Revenue Receipts) about the

,,uits of a review conducted in May 1981 about levy, collection and arrears of

: .ctricity Duty. A further review was conducted during March- Aprll1997 covering
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Taxes And Duties on ElectricitY

The Government in Juty 1990 decided to convert the electricity duty due

fromtheKeralaStateElectricityBoardunderSection3oftheActinto

interest free loan, but the orders specifying the amount so converted

have not been issued.

lPara 8.1.7.(i)(b)l

Duty amounting to Rs 239.91 lakh collected by the Kerala State

Electricity Board on energy generated by consumers for their own

consumption had not been remitted to the Government'

lPara 8.1.7.(iii)l

The Kerala State Electricity Board did not remit surcharge of

F(s2221,82lakh collected by it. Besides, no.action was taken by the

Board to collect surcharge of Rs 2553.07 Iakh due from licensees.

lPara 8.1.7.(iv)(b)l
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For non-remittance/delayed payment to Government account of the

surcharge collected, interest at one percent was payable. The amount of

interest payable for non'remittance/delayed payment of surcharge of

Rs 222l.82lakh calculated on the balance outstanding at the end of each

year would work to Rs 682.52 lakh upto the end of March 1997. Neither

any payment was made by the Board nor any action was taken by the

department in this regard.

lPara 8.1.7.(iv)(c)I
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Taxes And Duties on ElectricitY

ers

of

a r.1
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ed in ltgr

'a S.1.E.(iiltr

est resulted

a S.i,S.(iiill

The main reason for the shortfall in act5irls as stated (April 1997) by

e department was non-remittance of the dues collected by the Kerala State

:,ectricity Board, a major licensee in the State. Further no specific reasons for hike in

.r,ised estimate inspite of less collections were furnished by the Government

\ovember 1997\

3.1.6. Arrears of electricity duty and surcharge

(i) Arrears

Arrears in the collection

rf duty from the consumers of

:lectricity, surcharge, penal interest on

Juty and surcharge (excluding inspection

ee) from various licensees as at the end

rf March 1996 as per the records of the

lhief Electrical Inspectorate amounted to Rs 10175.84 lakh as indicated below

4

5

6

1.01,38.44The Kerala State Electricity Board1

19.77Cochin Port Trust2

13.47a
-) Thrissur MuniciPalitY

0.14Tata Tea Ltd.

2.34Kottayam Electric
licensee)

y Agency (ex-

1.68Cochin Electric Company (ex-licensee)

10175.84Total
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vch 1996

Board. as

ilectical
3.13lakh
n in the

w5-96

r,1.7. Dues from the Kerala State Electricity Board

(i) Duty due from licensees

(a) Under Section 3(1) of the Act, the Board as a licensee has to pay duty

at the rate of six paise per unit for the energy sold at a price of more than 12 paise per

unit. As the Board is the sole distributor of energy to the consumers in the State,

remittance of duty into Government account is the responsibility of the Board and the

responsibility for its accountal and proper watching of remittances rests with the Chief

Electrical Inspector. As the Chief Electrical Inspector was not getting regularly the

prescribed returns from the Board the total arrears of duty to be remitted into

Government account by the Board as at the. end of March 1996 have not been worked

out by Chief Electrical Inspector. On this being pointed out by Audit (May 1997) the

Chief Electrical Inspector stated (May 1997) that action had been taken to obtain the

prescribed returns from the Board.

I

(b) In July 7990, the

Government decided to convert the dues

towards electricity duty up to the end of

March 1989 under Section 3 of the Act

into interest free loan to,the Board and to

rvaive the penal interest for non-payment

rf the above dues up to that period. In the

rrder conveying the above decision, it was

.rated that deiailed orders specifying the amount of duty so converted into interst free

oan and the amount ofpenal interest waived would be issued separately. But no such

rrder has been issued f, rn" Government so far (March 1997). The amount of

iuty payable by the Board up to the end of March 1989 which was decided to be

,onverted into interest free loan has been worked out by the department as Rs 202.01

-rore, whereas as per the records of the Board, the amount was Rs 152.06 crore' No

The Government in July 1990

decided to convert the electricity

duty duefrom the Board under

Section 3 of the Act into interest

free loan, but the orders

specifying the amount so

converted have not been issued
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Taxes And Duties on ElectricitY

t.il.::ffi,.:#,:::i:;:,;:.,:;::j::j.,',T:H:.ed(Apri11997)that

(ii) Duty due from the consumers

(iii) Non-remittance of duty collected in respect of energy generated by

consumers for their own consumption

rt
Under the Act, the Board, as a licensee has to collect monthly the duty

payable by the consumers and remit it to Government account before the expiry of the

succeeding month after retaining oneper cent of the collections as collection charges.

Review of the records revealed that though the duty was collected monthly by the

Board from the consumers, the same was being remitted only on adhoc basts

periodically to Government. This resulted in accumulation of arrears of electricity

duty amounting to Rs 10138.30 lakh as at the end of March 1996. However, in March

1997 , the State Government adjusted Rs 4077 .71lakh against the above dues from the

funds provided in the budget for 7996-97 for release to the Board.

As per the provisions of the

Act, duty at the rate of 1.2 paise per unit is

eviable on the energy gendrated by the

lonsumers for their own consumption and

:his duty is to be collected and remitted to

iovernment by the Kerala State Electricity

Dugt amounting lo Rs 239.91

lakh collected by the Board on

energy generated by consumers

for their own consumption had
not been remitted to Government

:-

ti:

a 1atz/

3oard. Details of thqJirty collected from consumers and remitted in the Government

.ccount during 1989-90 to 1995-96 are tabulated below.

lGrT
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114.91

(iv) Surcharge

The Kerala Electricity Surcharge (Levy and Collection) Act, 1989, was

enacted for levy and collection of surcharge from the Extra High Tension and High

Tension consumers who are supplied energy by the Kerala State Electricity Board.

The Act was given retrospective effect from 1 October 7984 to validate the levy and

collection of surcharge made by the Board from 1984 onwards. The rate of surcharge

leviable is 2.5 paise per unit for consumers within the State and 2 paise per unit for

sale outside the State. The surcharge collected by the Board either directly or through

Iicensees from consumers for euch quarAr should be remitted to Government account

after retaining one per cent towards collection charges before 15 of the first month in

the next quarter failing which interest at one per cent per month is payable. Further,

every licensee shall keep proper books of accounts in the prescribed form and submit

to the inspecting officer returns indicating, inter alia, all the relevant details about

surcharge.

A review of the records connected with surcharge revealed the

following points.

-' ::' B'----" (a) Though the demand, collection and balance statements were furnished

': ': R: l: I 'nonthly by the Kerala State Electricity Board, the returns as contemplated in the Act
r'= : ":':5: * r'ere not furnished by the Board to the Inspectorate after June 1986. No action was

r: - ; :-''-'r- :ken by the Inspectorate to obtain the returns regularly from the Board.

ll.-= :.:::-:--.

;::. -.,- * I ),r (b) The year-wise split up
' demand, collection and balance of

rrcharge as furnished by the Kerala

ate Electri.city Board is given*'
.low.

,

1)A

cetnbc l

rined 
i
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8.59

: Si

(c) For non-remittance/delaYed

:ayment to Government account of the

,,urcharge collected, interest at one.per cent pet

nonth was payable. The amount of interest

:ayable for non-remittance/delayed payment of

surcharge of Rs 222l.82lakh calculated on the

balance outstanding at the end of each year would work out to Rs 682.52 lakh up to

the end of March 1997. Neither any payment was made by the Board nor any action

was taken by the department in this regard.

(d) Apart from the Kerala State Electricity Board, other licensees to whom

the Board is supplying energy in bulk for their own consumption as well as for

distribution in the specified areas were also not remitting the amount of surcharge

collected by them. The quantum of surchtg" ar" from these licensees had not been

worked out by the Chief Electrical Inspector.

On this being pointed out (March 1997) in audit, the department stated

(April 1997) that inspecting officer as contemplated in the Act and Rules has not been

appointed by Government nor the Chief Electrical Inspector has been authorised to

inspect the surcharge accounts maintained by the licensees, with the result that

rvhether the surcharge due to Government had been collected and remitted to

Government account could not be ensured. The department further stated (August

1997) that the matter has been taken up with Government.

(v) Non-levy of penal interest for non-payment of duty in time

As per Rule 3 of the Kerala

:lectricity Duty Rules , 1963, every licensee

-a11 pay electricity duty in respect of each

-onth before the expiry of the following

-onth. Section 8 of the Kerala Electricity

,uty Act, 1963, as amended by the Kerala

Interest ofRs 682.52hakh as on 31

March 1997 PaYable bY the Board

for delayed paltment of surcharge

of Rs 2221.82 lakh was not Paid

Penal interest o/Rs 5.21 crore

leviablefor delayed payment of
duty collected by the Boardfrom
consumers during 1963 to 1990

was neither levied nor demanded

r.t.1 9

I 5. [i6

!(-).88

lsl 95

,:-..a]
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8.1.8.

t
Amount due from the Tata Tea Ltd.r,

1-.--t:-' - 1+
! .-il,!l,r -iJ-

. EHT TiI
- -;'a end ,:'

-.:':!l .--

'- a. a

(i) Non-payment of duty in respect of energy consumed as licensee.

The licensee was not remitting the duty under Section 4 of the Act on

the energy consumed in their Mattupetty packing unit from August 1992 onwards and

in their cutting, turning, curling unit from April 1993 onwards on the ground that the

first being a newly established industry and the second being cent per cent export

oriented industry, they were entitled to exemption from payment of duty. But no

exemption under Section 11 of the Act was obtained by the licensee from the

Government. No action was also initiated to charge interest for the delay in

remittance of the dues. This resuited in non-realisation of Rs 3.57 lakh by way of duty

and Rs 0.96 lakh by way of interest.

On this being pointed out (March 1997) in audit, the department stated

(April 1997) that the licensee had agreed to remit the duty following a discussion with

them. Details of remittance have not been furnished (Tovember 1997).

(ii) short remittance of duty due to excess allowance of line loss

The duty payable was worked out orr

the basis of units of energy supplied to the licensee

by the Kerala State Electricity Board reduced by the

quantum of line ioss. Though there is no specific

rrovision in the Act to allow line loss for the

rurpose of arriving at the quantum of duty payable by

he licensee, the State Government permitted (May 1994) to allow line loss for a

raximum of 8 per cent. However on a test check of the records relating to the periods

'rom 1991-92 to 1995-96, it was noticed that the line loss allowed to the licensee

aried from 8.04per cent to 38.55 per cent. Excess over eight percentage of line loss

'1 33
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