Position paper with regard to anomalies in stamp duty valuation pertaining to property registration  
Whenever a property transaction takes place, there exists a fair and just methodology for determining the stamp duty leviable, taking care of buyer's, seller's, developer's, as well as government's revenue interests, in the form of the 'guideline market value', published by the government, in accordance with the Karnataka Stamp Act, 1957. This value is determined by a Central Valuation Committee, with powers to review it periodically. 

The unfortunate part, in spite of all these, however, is that the government has not given finality to this value, and has on the other hand, most shockingly, created an ‘under-valuation cell (under the Dept of Revenue)’, very clearly it would seem to provide for arbitrary extortion of underhand money from property purchasers, leading to the 'stamps and registration department' gaining the dubious distinction of topping the list of government offenders on “www.ipaidabribe.com”, going by this* report in the Times of India.

A friend of mine had booked a flat in mid-2003 in a complex in my neighbourhood at Rs 820/- per sft. At the time of registration (around Feb '05), the market rate for the same was possibly in the range of Rs 1,100/- per sft. The registration was done on the basis of the guideline value of Rs 880/- per sft prevalent then pertaining to the specific area (effective from 02/08/04 - it was revised to Rs 1,180/- wef 14/10/05, a jump of over 34% in just over a year, clearly bringing out the fairness in the system). 

About a year later, he, along-with some 25% of the other owners in the complex, started receiving notices from the undervaluation cell alleging undervaluation of their property. Strangely, these were all pre-dated, leaving very little time for the recipients to respond. Simultaneously, they were approached by lawyer-brokers who offered to 'settle' the issue at a total cost of Rs 21,000/- per flat, of which Rs 7,000/- was to be paid by DD to the government, and the remaining in cash, half to the broker and the other half to the officials of the cell. With the majority of the owners deciding to go by this deal, rather than taking up a fight, that was how the matter was eventually 'sorted out'.

By registering at the guideline value of Rs 880/- per sft, as compared to the then prevalent market rate of Rs 1,150/-, the government was possibly losing revenue of Rs 40,500/- (stamp duty + registration charges @ approx 10% of the value) on a 1500 sft flat. But, in the process of trying to collect every penny, if that was the intention of the government in not giving finality to the guideline value, all that it had actually gained was just Rs 7,000/-, while allowing for generation of black money of Rs 14,000/-.

Now, the market prices of properties can vary according to many factors, and keeping track of them on a day-to-day basis is a near impossible task. 

In the very same case cited above, supposing on the night before the registration, there had been a 100 mm rainfall, and given the condition of the roads in the area at that stage, the complex had become totally inaccessible, the market rate may in fact have dropped to Rs 1000/-, or even to Rs 750/-. In such a case, the buyer will be shouldering an unfair burden on the registration charges, while continuing to remain exposed to further extortion by the under-valuation cell lot. (In fact, when the roads in the area got done up, around 2008, the market rate in all the complexes in the area went up by some Rs 500 per sft)

Another friend of mine living in a posh flat in a prime locality in Indiranagar, was suddenly faced with the reality of a 'darshini' coming up on the neighbouring plot, which earlier had only a small house and large trees. He had bought the flat paying a premium, and, after an unsuccessful battle to prevent the darshini establishing, he was eventually forced to sell it off at a discount and move elsewhere, since he and his family members couldn't quite adjust to the noisy goings on next door.

Perhaps, the best bet for him may have been to offer the flat on sale to the darshini owner. The point being made here is that market valuations can vary even according to customer perceptions, apart from various other factors. And since, what is declared is very often lower than the actual transaction value, as also the fact that it is impractical for the government to investigate each and every transaction, it has very rightly come up with the 'guideline market value scheme'. The parallel in the case of BBMP's ARV (annual rateable value) tabulations for property tax calculations comes to bear here too.   

Very clearly, therefore, the guiding principle behind setting up of the Central Valuation Committee, and its periodic exercise of estimation, publication and revision of guideline values for properties, was obviously to prevent arbitrary evaluations by the registering officials, and unnecessary harassment, and litigation (or corruption) resulting thereof, while also protecting the revenue interests of the state. As such, non-finality of the guideline value is very clearly an anomaly, which begs immediate redressal.
As such, the government would do well to issue necessary notifications right away to treat the 'guideline market value', as announced from time to time, as the final stamp value, and simultaneously to close down the under-valuation cell.

If the government is not satisfied with the revenues accruing currently, all that it needs to do is to increase the stamp duty rate, in which case, it alone will be benefited and not sundry individuals. 
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