VIEWS ON STAMP DUTY AND REGISTRATION FEE

1-
Stamp Duty:-
Indian Industries Association (IIA) has been advocating for reduction in stamp duty in the overall interest of promotion of industries and social & economic development of the state. IIA believes that reduction in stamp duty rates to a reasonable level will boost State Govt revenue also. However we strongly recommend that stamp duty should not be consider as a source of revenue by the Govt. IIA believes that it is a short sighted policy and that the Govt. is a net looser by imposing stamp duty if following expenditures and wastages are accounted properly: 

(a) Cost of administration of the system- Cost of the system includes printing, security, distribution, manpower, infrastructure, office upkeep and so on.

(b) The bigger and hidden cost is increased cost of inputs, cost of delays, cost of corruption ( a big stamp scam is in front of us)
We understand that basic purpose of imposition of stamp duty was to recover the cost of record keeping which cannot be and should not be 8 - 10% of the value of the instrument. It is worth mentioning here that in any developed country, stamp duty applicable is 1 - 2 %  on transfer of property. Even if we compare the situation of U.P. with the neighbouring state like Delhi, the situation is not at par.

High stamp duty rates generally inhibit the purchasers of the properties from registering their properties and they try to avoid the registration using various methods. This therefore leads to considerable revenue loss to the Govt. High stamp duties also discourage the land transaction and hence hinders the development process. 
IIA believes that reduction in stamp duty rates will give boost to Industrial activities, Real Estate and Tourism Industry in the State. Hence  Government will certainly not loose anything on account of stamp duty revenue but on the other hand indirect benefits to the society and economy will be many fold.
Reduction in Stamp Duty in the State is also essential for making industries competitive in comparison to neighbouring States as well as Globally.    
Recommendations:-
Keeping in view the above IIA recommends as under:-

I. Stamp Duty rates on property transaction should be brought down to 5% immediately and gradually the rates should be brought at par as applicable globally in develop countries i.e. 1-2 %. 
“As per a news item appeared in the Economic Times in December 2003 Government of India had taken up the issue of reduction of Stamp Duty as an urban reform measure and had included it in the draft Memorandum of Agreement circulated by the Central Govt. to the States for which the Centre proposes to provide monetary incentives Under Urban Reform Incentive Fund(URIF).”
II. Stamp duty on instruments like Title deed for equilateral mortgage in the Bank, Securities and Guaranties should be made applicable at par with Delhi i.e Rs 100/- irrespective of the value of the instrument.  

III. Land records should be computerised in a time bound manner to bring transparency in the process of sale and purchase.
IV. The process for registrations should be simplified and information for registration should be available on the web. IIA can extend the facility of its website to spread the awareness about simplified procedures of registrations and other related informations. 
2-
Distortions due to concept of circle rates :-

The concept of fixing Circle Rates in itself is demeaning for Indian Citizens because it is based on the assumption that real estate transactions are routinely carried out under hand.  Even otherwise the present situation where Circle Rates are fixed arbitrarily with the motive to maximize the revenue is unjust and inequitable. It also needs to be kept in mind that fixing cost of transfer of property at such high rates is resulting in various malice e.g. spread of black money and transfer of property on power of attorney basis etc.

We therefore suggest the following remedial measures:

(a) 
Ideally the Citizens should be relied upon and the transaction price declared be accepted as genuine unless proved otherwise.

OR

Like in Income Tax where the department has the right to buy a property at 10% above the disclosed price, the revenue department should be enjoined to buy the piece of property at the circle rate if the seller so wishes. 


(b) 
If (a) above is not agreed upon then IIA strongly recommend that "Industrial Land" should be put in a separate category like Residential and Commercial and circle rates for Industrial Land should be decided as per the actual cost of land or much lower than Residential Land.
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