smkrishna@bangaloreit.com
cm@vsnl.com 

Dear Mr Krishna

I have just got a copy of the Draft KMC Amendmt Rules 2002, for CVS based SAS of Property Tax.  

As the FKCCI handout says, it is certainly a creditable State-wide endeavour.  But the urban residents of Karnataka will only bless your Government if clauses 9 and 10 are removed, since they bring in by the back door the arbitrary inspection and inquiry which is the bane of the pre-SAS system.  It would be far better to replace these clauses by the earlier SAS arrangement of 5% totally-random checking with deterrent penalties.  That would be fair and equitable and remove the one-to-one perils of the present proposal.

I would be grateful if this email could also be forwarded to the UD Dept as an Objection to their Draft Amendment. I am sorry to trouble your Secretariat with this, as today is probably the last day for filing of objections, and the UD email was not publicized.    

Many thanks and best wishes,

Almitra Patel

“9. If the return received rule 7 is correct and complete. Commissioner or the authorised officer, as the case may be I shall on the basis of the information furnished in the return and after holding such enquiry as he considers necessary proceed to assess the property tax. 

10. If no return is filed or the return is incomplete or incorrect, the Commissioner or the authorised officer may proceed to assess, the Property Tax based on the inspection made and information collected and after holding such enquiry as he considers necessary.”

Dear friends, 

The Govt of Karnataka has notified the rules it prescribes to implement the New Self Assessment property tax Scheme based on Capital Value System (CVS) for public objections and suggestions. The due date for the responses to reach is kindly note, 15th April 2002. 

We have put up the rules below since the government itself has not. You must take this opportunity to respond and register your strongest objections to sections 9 and 10. They must be deleted. Send your comments / objections /suggestions to the Urban development department at the address given below. In addition the point that you can make is that 5 % random computer generated verification of assessments which was the basis of the previous SAS scheme in Bangalore must continue to be the criteria and not as mentioned in sections 9 and 10. 

In case you are unable to file your case due to paucity of time please make it possible to send your objections / suggestions by email to us, so that we can compile them and forward them collectively to the government. 


Please note our new email id for sending your email to 
civicvmrmr@vsnl.net 

we need to get your responses very very quickly, sorry for the short notice. with warm regards, 
Vinay Baindur

Programme Coordinator

CIVIC Bangalore

=============================================

Urban Development Secretariat 
NOTIFICATION 
No. UDD 188 MNU 2001, Bangalore, Dated 15 March 2002 

The draft of the following rules further to amend the Karnataka Municipal Corporation Rules, 1977, which the Government of Karnataka proposes to make in exercise of powers conferred by section (3) of section 421 of the Karnataka Municipal Corporation Act, 1976 (Karnataka Act 14 of 1977), is hereby published as required by the said sub-section for the information of persons likely to be affected thereby and notice is hereby given that the said draft will be taken into consideration after thirty days from the date of its publication in the Official Gazette. 

Any objection or suggestion which may be received by the State Government from any person with respect of the said draft before the expiry of the period specified above will be considered by the State Government. Objections and suggestions may be addressed to the 
Principal Secretary to Government, 

Urban Development Department,
Multi Storeyed buildings,
Bangalore- 560 001.
DRAFT RULES 

1. Title and Commencement :- (1) These rules may be called the Karnataka Municipal Corporation (Amendment Rules, 2002) 2. They shall come into force at once. 2. Amendment of Schedule III :- In Schedule III of the Karnataka Municipal Corporations Act, 1976 (Karnataka Act 14 of 1977) for rules 4 to 19, the following shall be substituted namely:- 

"(4) The taxable capital value of land shall be determined having regard to the estimated market value of the land notified in accordance with section 45B of the Karnataka, Stamp Act, 1957 and as prevailing immediately before the last date stipulated for filling return under rule 7. Any modification in the estimated market value made after such date shall not be taken into account for the assessment of property tax during the year. 

5. the taxable capital value: of any land or building shall be determined by multiplying the estimated-market value of land or building, as the case may be, by the area of such land or building. 

6. The Commissioner shall cause to be published in the notice board of his office, the taxable value of land or building per unit and prevailing in different localities within the city. 

7. Every owner or occupier who is liable pay property tax shall submit a return in form-I in duplicate to the Commissioner or the officer authorised by him on or before thirtieth day of June every year. 

8. The return in Form I shall be submitted either in person or sent by registered Post acknowledgement due. If it is presented in person one copy shall be returned to the owner or occupier after being duly acknowledged by the Commissioner or the authorised officer. 

9. If the return received rule 7 is correct and complete. Commissioner or the authorised officer, as the case may be I shall on the basis of the information furnished in the return and after holding such enquiry as he considers necessary proceed to assess the property tax. 

10. If no return is filed or the return is incomplete or incorrect, the Commissioner or the authorised officer may proceed to assess, the Property Tax based on the inspection made and information collected and after holding such enquiry as he considers necessary. 

11. The commissioner or the authorised officer, as the case may be, shall prepare and maintain a property tax register in Form II in respect of each ward for every year". 

12. The Commissioner shall be the authority for the purpose of sub-section(2 ) of section 112 C. He shall, before determining the penalty payable by any person under that section, issue notice to such person calling upon him to send the objections, if any. 

13. On respect of the objections if any and after holding such enquiry as he deems fit he shall determine the penalty payable under section 112C. 

14. An appeal against an order under sub-section (2) of section112C shall lie to the District Court having jurisdiction over the area concerned. 

15. If the penalty determined under" section 112C is not paid within thirty days from the date of receipt of the order, the Corporation may cause to be served upon the person liable for payment of the same a notice of demand in form all. 

16. If the person to whom a notice of demand has been served under rule 14 does not, within thirty days from the service of such of demand either:- 

(i) pay the; sum demanded in the notice; or

(ii) Prefers an appeal under sub-section (3) of section112C, he shall be deemed to be in default and thereupon such sum shall be recovered in accordance with rules 27 to 37. 

17. The notice of demand under section 113 shall be in form III. 

18. The property tax along with the penalty shall be recovered from the person deemed to be in default in the manner specified in rules 27 to 37. 

19. An appeal against any claim included in the notice of demand served under sub-section (1) of section 113 may be made to the District Court having jurisdiction over the area concerned. 

Provided that no such appeal shall be heard and determined unless an application in writing, stating the grounds on which the claims is disputed has been made and the amount admitted by the applicant has been deposited in the Corporation Office". 

2. rules 20 to 25 both inclusive, shall be omitted. 3. In rules 26:- (i)in sub rule (1) 

(a) the words and figures "not being a tax in respect of which a notice has to be served under section 125 or a direction has to be given under rule 12" shall be omitted. 

(b) In the proviso for the words and figures " property tax payable order section 112" the words, figures and letters" "cess payable under section 103B, property tax and penalty payable under section 112 and penalty payable under section 112C" shall be substituted. 

(i) in sub-rule (2), the words and figures "notice under section 121 and a "shall be omitted. (ii) In rule 27, for the words and figures "starting with" service of the notice" and ending with under section 113" the words " service of the bill" shall be substituted. 

5) In rules 37, for the words and figures "penalty under section 112" the words figures and letters "cess under section 103B" Property tax and penalty under section 112 and penalty under section 112C shall be substituted. 

6) the following forms shall be instead at the end, namely:- 

FORM I

(See rule 7) PROPERTY TAX RETURN 

1. NAME OF THE OWNER

2. ADDRESS 

3. NAME OF THE OCCUPIER

4. ADDRESS

5. ASSESSMENT, YEAR

LAND 

(Details of measurement of site, builtup area of land appurtenant to the building or vacant land, Taxable capital value and property tax may be indicated in a separate Annexure) 

6. NO. & NAME OF WARD

7. LOCATION

8. SITE NO. 

9. ESTIMATE MARKET, VALUE OF LAND PER SQ.FT

10. AREA OF LAND 

11. NATURE OF USE

12. TAXABLE CAPITAL VALUE OF LAND (9 x 10) 

BUILDING 

(Details of construction, measurement, plinth area, estimated cost, age, depreciation and nature use of building or part of building or floors, computation of taxable Capital Value and property tax may be indicated in a separate Annexure). 

13. NO OF THE BUILDING

14. TYPE OF CONSTRUCTION

15. PLINTH AREA OF THE BUILDING

16. ESTIMATED COST OF BUILDING PER SQ. FT

17. AGE OF THE BUILDING

18. DEPRECIATION

19. NATURE OF USE 

20. TAXABLE CAPITAL VALUE OF THE BUILDING

(15* 16-18) 

PROPERTY TAX

21. TAXABLE VALUE OF LAND AND BUILDING (12+ 20) 

22. RATE OF PROPERTY TAX

23. PROPRTY TAX PAYABLE (21 x 22) 

24. LESS: REBATE FOR SELF-OCCUPIED BUILDING (S 109A) 

25. PROPERTY TAX PAYABLE (23-24) 

26. LESS: REBATE FOR PAYMENT BEFORE 30TH APRIL

27. PROPERTY TAX PAYABLE (23-26) OR (25-26) 

CESS

28. HEALTH CESS (15%)

29. LIBRARY CESS (6%)

30. BEGGARY CESS (3%)

31. WATER SUPPLY CESS (S 103A) 

32. TOTAL CESS (44%)

PAYMENT OF TAX

33. NAME OF THE BANK

34. DATE OF PAYMENT

35. CHALLAN NO

DOCUMENT S ATTACHED WITH THE RETURN

A. ANNEXURE WITH DETAILS OF LAND

B. ANNEXURE WITH DETAILS OF BUILDING 

C. RECEIPT OR CHALLAN AS PROOF OF PAYMENT OF TAX

D. …

I …………(Name in full block letters ) Son/daughter of ……………solemnly declare that to the best of my knowledge and belief, the information given in this return and Annexures and documents attached are correct, complete and truly stated in accordance with the provisions of the Karnataka Municipal Corporation Act, 1976. 

Signature 

Date 

Assessment Year 

Acknowledgment No. 

Date 

Seal of Office 

Signature 

Name of the Receiving Official in Capital letters 

FORM II

(See rule 11) PROPERTY TAX REGISTER 

NAME OF THE WARD. 

PAGE NO. 

1. NAME OF THE OWNER 

2. ADDRESS 

3. NAME OF THE OCCUPIER 

4. ADDRESS 

5. ASSESSMENT YEAR 

6. NO & DATE OF FLING RETURN 

7. LOCATION 

8. SITE NO. 

9. AREA OF LAND 

10. NO. OF THE BUILDING 

11. TYPE OF CONSTRUCTION 

12. PLINTH AREA OF THE BUILDING 

13. AGE OF THE BUILDING 

14. NATURE OF USE 

15. WHETHER SELF-OCCUPIED OR TENANTED 

16. TOTAL PROPERTY TAX PAID 

17. TOTAL CESSES PAID 

18. NAME OF BANK 

19. DATE OF PAYMENT OF TAX 

20. ASSESSMENT OR REVISION OF PROPERTY TAX 

21. DATE OF NOTICE OF TRANSFER OF TITLE (S 114) 

22. NAME OF THE TRANSFEREE 

23. ADDITION OR DEMOLITION OF BUILDING 

24. PLINTH AREA OF BUILDING ADDED OR DEMOLISHED 


Form III


(See rule 15 and 17) 
Form of notice of demand 

To 

Please take notice that ……… corporation demands the sum of …….due on account of ………(here describe the property in respect of which the tax is leviable) leviable for the year ……….. and that if, within thirty days from the service of this notice, the said sum is not paid into the corporation fund or sufficient for non-payment is not shown to the satisfaction of the corporation, a warrant of distress or attachment will be issued for the recovery of the same with costs. 

Dated: Signed By order of …………….Corporation 

By order and in the name of the Governor of Karnataka, 

F.R. SAMBARGI 

Under Secretary to Government 

Urban Development Department. 

15.4.02
Dear All,               
The following is the text of a pamphlet /handout issued at a talk given by the former Commissioner, BMP, at the FKCCI meeting on March 15th regarding new SAS based on CVS. For your information. 

               Vinay Baindur 
           

NEW - SELF ASSESSMENT SCHEME (New SAS) 
Based on capital value system of Assessment 

               1. It was in October 1999 that Shri S. M. Krishna, Hon'ble Chief Minister of Karnataka, set a new vision for integrated development of Bangalore as an 
important strategy for overall growth of the state's economy. The vision is to upgrade Bangalore as one of the best functioning Cities of the country and 
simultaneously earn international recognition. 

Bangalore Mahanagara Palike in accordance with this vision, set about to ugrade 

               * The City's infrastructure 
               * Improve the quality of various citizen services 
               * Improve the internal capacity of the organisation so that it is capable of delivering goods and services, effectively. 

               2. TRANSPARENCY IN PROPERTY TAX ASSESSMENT 

One of the first reforms introduced by Bangalore Mahanagara Palike was adoption of optional self assessment scheme of property tax with effect from 1st April, 2000. Since the property tax assessment constitutes an important interface between the citizen and the BMP, it was natural that the BMP thought it fit to bring about reforms in this sector so that while the system of assessment becomes citizen friendly, the BMP also stands to benefit in terms of resource mobilization. You will agree that resource mobilization is an important aspect of developmental strategy. It was under these circumstances that the optional scheme of self-assessment of property taxes was adopted, as a transparent and objective basis to tax assessment while simultaneously enabling the citizen to assess and file his own property tax statement and pay accordingly. The scheme had to be made optional since there was no legal provision in the Karnataka Municipal Corporation Act 1976, further the system of basis of tax assessment had to be in tune with the provision of law. 

Section 109 of KMC Act, 1976 provided for assessing the property tax based on annual ratable value (ARV) which had to be calculated on the basis of annual 
rental value. The annual rental value is defined as rent that a property is expected to fetch from month to month and year to year. Since no guidelines had ever been issued to assess the property tax and in result had led to discretion and discrimination , the Commissioner exercised his power and defined certain 
parameters for assessing the property tax while introducing the optional SAS. The parameters included location, cost of construction at current market rate, status of occupation (own or rented); status of use (residential or commercial) and depreciation. 

This scheme has been well received by the citizens figures show that about 50% of the citizens have opted for Self Assessment Scheme. The principle of filing 
self-assessment statement has been appreciated by one and all including the Hon'ble High Court and other city corporations in the State and across the country. 

3. LEGAL BASIS FOR SELF ASSESSMENT SCHEME 

The optional scheme of Self Assessment Scheme (SAS) was challenged through a public interest litigation before the Hon'ble High Court in Writ Petition No. 17094 of 2000 and Hon'ble High Court while disposing of the case in its order dated 4th September, 2000 has the following to say: 

"26. We are of the considered opinion that if the scheme has withstood the test of its good intention and has proved to be an appropriate innovative system to augment revenue of the corporation which are direly needed to provide much needed civic amenities to the residents of Bangalore, then it may be found advisable for the Government to bring about appropriate amendment in Section 109(2) of the Act like the one under Section 130(1) of the Patna Municipal 
Corporation Act, which states that "save as may be prescribed by the rules made by the State Government ....." and make appropriate rules to embody the structure of the Scheme with such modifications which make it more intelligible and rational. Such a Legislative measure will certainly meet the need of the day and give some amount of solace against the arbitrariness and corruption prevailing in the administrative wing of the Corporation as has been admitted in the impugned Scheme itself." 

As seen above, while the Hon'ble High Court appreciated the intention of the city corporation in introducing the optional self assessment scheme (SAS) of property tax and advised the State Government to bring about appropriate amendment to Section 109(2) of the KMC Act, 1976 so that the scheme becomes legal. 

It was natural that the Government of Karnataka thought it fit to give a legal enabler by making provision in the KMC Act for the self-assessment of property tax so that it becomes a right of the citizen and challenge- proof. It was in response to the advise of the Hon'ble High court and also the desire of the 
Government of Karnataka to extend the benefit of Self Assessment Scheme to the other local bodies in Karnataka, that appropriate amendments were brought 
out in September 2001 to the relevant provisions of KMC Act, 1976 and KMA Act, 1964. The amendment is comprehensive and includes in its ambits various 
reforms. 

* Adopting a rational and progressive basis for tax assessment 
* Making self assessment a legal provision so that it becomes citizens right to assess property tax returns. 
* Encourage honest taxpayers by providing a system of incentives by allowing 5% concession to those who pay taxes making self assessment within first 30 days. The prescribed time is 90 days from the beginning of the financial year for filing statement without penalty. 
It provides for penalty for those who do not file their returns within the prescribed time. 
* Discourage dishonesty in property tax payment by raising the rate of penalty from current 5% per annum to a rate equal or higher than the bank rate of 
interest so that there is no undue advantage in delaying the payment of property tax within the prescribed time. 
* Introduce egalitarianism in property tax payment by enabling the Urban Local Body to collect service charges at 50% of the rate of property tax on properties exempted under Section 110 of the KMC Act. 
* Discourage deviations in construction of buildings from the sanctioned plans by enabling levy and collection of penalty at twice the rate of property tax for the deviated portion of the building. 

The above factors ensure that the tax net increases and thereby the rates of tax are kept at reasonable rates for the benefit of the citizens. 

               4. NEW SELF ASSESSMENT SCHEME (NEW SAS) 

Amendments to Section 109(2) of the KMC Act, 1976 and to the relevant section of the Karnataka Municipalities Act, 1961 have introduced progressive and modern system of property tax assessment applicable to all urban local bodies of Karnataka including Bangalore Mahanagara Palike and thereby have brought the State of Karnataka on par with the most progressive system of tax assessment in the world. 
The Hon'ble Chief Minister and the state legislature by bringing about this amendment, have in one stroke hit at the root of corruption, discretion and     harassment the property owners have been experiencing in various towns and cities in the matter of property tax assessment all over the state. The citizens of 
Bangalore and Bangalore Mahanagara Palike have reason to feel proud that based on the successful experimentation of optional SAS, the citizens of Urban 
local bodies of the entire state now stand to gain. 

               5. WHAT IS THE NEW SYSTEM? 

It is important to be very clear about the following aspects. 

               * What is the basis of property tax assessment? 
               * Who assesses the property tax? 

               5.1 THE BASIS OF PROPERTY TAX ASSESSMENT 

               This refers to the process of assessing the property 
               tax. Different countries and different states in India 
               have been following varying basis for tax assessment. 
               In India most of the states are following the annual 
               ratable value on the basis of Annual Rental Value for 
               tax assessment. It is the common experience of all 
               local bodies and the citizens that the tax assessment 
               based on ARV leads to discretion and harassment. 
               While suggesting amendment to Section 109(2) of the 
               KMC Act 1976, as per the directions of the Hon'ble 
               High Court, BMP analysed various systems of tax 
               assessment prevailing in different parts of the world 
               and felt that in the interest of the citizens, it is 
               appropriate to adopt a rational basis which does not 
               facilitate discretion and simultaneously does not 
               allow the tax levying authority to have total control 
               over the issue of assessment of property tax. 
               Accordingly capital value system on the basis for the 
               property tax assessment was suggested. 

               5.1.1. CAPITAL VALUE SYSTEM FOR SELF ASSESSMENT OF 
               PROPERTY TAX 

               The most advanced countries in the world have today 
               adopted capital value system as the basis of property 
               tax assessment and are doing well. Accordingly, the 
               amendment to section 109(2) of the KMC Act, 1976 
               provides for capital value of the land and the 
               property constructed on it as the basis for assessment 
               of the property tax. The amendment as approved by the 
               State Legislature and provides for a range of 0.3% to 
               0.6% of the capital value of the property as the limit 
               for assessing the property tax. Since India is a 
               democratic country and local bodies in accordance with 
               74th Amendment of the Constitution are governed by the 
               elected bodies, it is appropriate that the local 
               bodies have been given the authority to prescribe the 
               specific percentage (within the range of 0.3% to 0.6%) 
               of capital value for assessment of the property tax on 
               different categories of buildings. 

               5.1.2 The parameters of assessment have also been 
               prescribed. They are now: 

               * Value of the land will be determined as per the 
               guidance value fixed by the Revenue Department of the 
               State Government under the Stamp Act, 1957. Since the 
               guidance value is determined by an authority other 
               than the urban local body, the urban local body will 
               not be exercising any vested interest. 
               * The cost of construction will be in accordance with 
               the Schedule of Rates as announced by the Public Works 
               Department. 
               * The status of use of the building : Residential or 
               commercial. The residential building will be levied 
               at rates lesser than the commercially used buildings. 
               * The status of building occupation own occupied or 
               rented; The amendment enables giving 50% concession to 
               self occupied buildings. 
               * Depreciation: Since cost of the construction will be 
               defined as cost of construction at the current market 
               rates, the depreciation as per the age of the building 
               will take care of the old building by giving 
               appropriate concession rates. 

               5.2 WHO ASSESSES THE PROPERTY TAX? 

               The citizens will be happy to know that the amendment 
               now gives a firm and legal footing to the Self 
               Assessment Scheme by making it compulsory for the 
               property owners to assess and file their own property 
               tax statement. In the absence of this amendment, the 
               local body had no compulsion to offer SAS to the 
               citizen. With this amendment self assessment now 
               becomes legal right of the citizen and therefore is a 
               progressive measures and needs to be welcomed. 

               6 ADOPTION OF NEW SELF ASSESSMENT SCHEME 

               On the basis of certain reports and discussions based 
               on incomplete and unauthentic information, there has 
               been a confusion among certain groups and citizens 
               about the new SAS. There is an apprehension that BMP 
               is giving up SAS and reverting to system of tax 
               assessment by its own officers. BMP would like to set 
               this at rest and state emphatically that with the 
               amendment to the KMC Act 1976, BMP takes another step 
               forward towards objective citizen friendly and 
               transparent system of tax assessment. BMP is 
               committed to SAS. The only difference is that SAS 
               that will come into effect from the year 2002-03 will 
               be based on capital value system instead of ARV based 
               assessment. Compulsory SAS and the capital value 
               system as the basis of Property tax system will bring 
               about greater transparency and objectivity in the 
               overall tax assessment system. 

               7. ADOPTION PROCEDURE 

               In accordance with the amendment, the Standing 
               Committee on Taxation and Finance and the Council of 
               the BMP will resolve appropriate rates to be 
               prescribed and issue a preliminary notification 
               calling for objections from the citizens. The 
               citizens will have 30 days to file their objections 
               which will thereafter be resolved by the Taxation and 
               Finance Standing Committee and placed before the 
               Council. BMP Council will resolve and recommend to 
               Government for final notification prescribing the 
               rates and method of assessment. This process will 
               take about two months. The adoption of the system is 
               therefore extremely transparent and involves citizens 
               in decision making. Simultaneously, BMP will resolve 
               guidelines in the forms of a booklet giving details to 
               the citizen about the procedure for assessment and 
               filing of statements. It will also launch a 
               professional campaign to educate and help the citizens 
               to adopt the new SAS without any difficulty. 

               8. INTERIM ARRANGEMENT 

               Since the adoption of new system of SAS will take at 
               least 2 months, there have been large number enquiries 
               from those wanting to pay the property tax in the 
               beginning of April 2002 itself. BMP is making interim 
               arrangement to receive the property tax. There are a 
               number of property owners who will be going abroad and 
               on holidays etc. Further there are also a number of 
               citizens who have cultivated the good habit of paying 
               the property tax in the beginning of financial year. 
               BMP in the interest of the citizens will make an 
               interim arrangement as follows: 

               * Allow the citizens to assess the property tax under 
               the old system of SAS and file their returns through 
               challan (if there is no change in the use or added 
               construction.). If there is any change they can make 
               correct assessment by buying an application form and 
               the file the same. 
               * Citizens can pay the property tax and payment will 
               be accepted in any of the branches of Dena Bank, Vysya 
               Bank, Corporation Bank , Canara bank and Syndicate 
               Bank and in 30 respective ranges of Assistant Revenue 
               Officers. 2 ARO offices are being newly opened. 
               * Payment will also be accepted in a counter in the 
               head office of the BMP. 
               * Citizens can make use of the old SAS books that they 
               may have or the book, which will be available for 
               purchase for guidance. 

               After the new SAS comes into force, any difference in 
               the property tax paid and due as per the new system 
               will be adjusted when the tax becomes due next. Please 
               note: 
               * If tax under the new SAS works out to lesser than 
               the old system (Optional SAS), excess paid will be 
               adjusted against next half year's or next year's 
               payment. 
               * If tax under the new SAS works out to more than the 
               old system (Optional SAS), citizens will be requested 
               to pay up the differential. 

               BMP is committed to the citizens of Bangalore and 
               would continue with its processes of reforms and 
               restructuring the policies on adoption of procedures, 
               which are simple, transparent, objective and citizen friendly

