ITEM NO. 24 (F-6)

1. Name of the subject/Project

NDMC House Tax Bye Laws – amendment for introduction of Unit Area Based System of determination of Annual Rental Value. 

2. Name of the Department

Tax Department

3. Brief History of the subject/project:

A Committee was constituted u/s 9 of the Act on 10-3-2006 with the following objectives :

1. To consider the overall revenue position and anticipated revenue receipts of New Delhi Municipal Council for the next five years,

2. To make recommendations on the method by which the municipal body can continue to provide high quality services while maintaining its fiscal health.

3. To suggest the ways & means and the optimum method of assessment of property tax (Unit Area Method/actual value etc.) so as to maximize revenues & improve collections efficiency, keeping in view that property tax is a key element of NDMC revenues.

The Committee noted that the property profile and the issues were completely different in NDMC area when compared with those in the MCD area. Therefore the Committee recommended introduction of a modified form of Unit Area Method based on a formula which is revenue neutral and at the same time optimizes the objective of vertical equity and horizontal equity. The Recommendations of the Committee were in principle accepted by the Council vide resolution dated 12/02/2007.

The report of the Committee was placed on the NDMC website to ensure wide publicity. Letters were written to the following to elicit the opinion of the Central Government regarding the introduction of the UAM in NDMC.  Secretary (U.D), Ministry of Urban Development, regarding the proposed introduction of UAM in NDMC.  Copies were also sent to Special Secretary (U.D) and Director General (Works) Central Public Works Department as Government properties constitute approximately 80% of the properties situated in NDMC area.  

No response has been received till date. However, independently, The third Finance Commission in its report dated 5th April, 2007 has advised that :-

NDMC should take up rationalization of property tax rates to include specific actions namely:-

(i) The civic body should first decide the amount to be recovered from property tax.

(ii) Rental data and land values should be collected and updated on a regular basis.

(iii) The rate should be fixed in line with the amount and size of property tax base.

(iv) A system of modification of unit rates should be developed accordingly (Recommendation 17)

The NDMC should examine the issue of introducing the Unit Area Method system of levying property tax, not on the basis of the MCD experience but by turning to the more successful models (Recommendation No.18).

4.  Detailed proposal on the subject/project


The Municipal corporation of Delhi has introduced the Unit Area based System of Tax Assessment by bringing an amendment in the Act. For NDMC however, it is proposed to introduce the Unit Area based system for determination of ARV by amending the existing House Tax bye laws. This approach provides flexibility to adjust the scheme to suit changing requirements and resolve problems, if any, faced during the implementation of the scheme. Amendment of Act being a lengthy and time consuming process can be avoided. 

Section 2(42) of the Act (42) defines "rateable  value" to mean  the value  of any  land or building fixed in  accordance with  the provisions of the Act and the bye-laws made thereunder for the purpose of assessment to property taxes

Section 63 of the NDMC Act provides for determination of the rateable value of any property assessable to property tax in the NDMC Area. It is reproduced below:

“63. Determination  of  rateable  value  of  lands  and  buildings assessable to  property tax.  (1) The  rateable value  of any lands or building assessable  to any property taxes shall be the annual rent at which such  land or  building might reasonably be expected to let from year to year less a sum equal to ten per cent. of the said annual rent which shall  be in  lieu of  all allowances  for costs  of repairs and insurance, and  other expenses, if any, necessary to maintain the land or building in a state to command that rent:

Provided that  in respect  of any  land or  building the standard rent of  which has  been fixed  under the Delhi Rent Control Act, 1958 (59 of  1958)  the  rateable value thereof shall not exceed the annual amount of the standard rent so fixed.

(2) The rateable value of any land which is not built upon but is capable of  being built upon and of any land on which a building is in process of  erection shall  be fixed  at five  per cent.  of estimated capital value of such land.

(3) …”

At present, the NDMC House Tax bye laws, 1962, prepared under the Punjab Municipal Act, 1911 are in force, it is proposed to amend bye law 12, 13 & 14 for determination of the Rateable Value based on the Unit Area system, as per the recommendation of the Committee constituted u/s9. The details of the proposed amendment are placed at Annexure A (See Page 165-168). The existing NDMC House tax byelaws, 1962 are placed at Annexure B (See Page 169-172).
This approach was adopted by the Bangalore City Corporation and from 1st April 2000, an optional scheme of self assessment was brought about based on the area based system of assessment. This was done  within the ambit of section 109 of their Act which prescribed that the Commissioner can determine the gross annual rent at which the building may at the time of the assessment be reasonable be expected to let from month to month or year to year. This provision is similar to section 63 of the NDMC Act. 

5.
Financial implications of the proposed project/subject :


The impact is expected to be revenue neutral in the short term. The base Unit Area Value has been proposed in such a manner as to be revenue neutral based on the demand raised in the year 2006-07. The estimation of the impact has been based on the assumption that there will be compliance by taxpayers with the changed method of determination of the ARV. The base values do not account for the increase in the rental values due to economic growth of the city and Tax buoyancy will have to be ensured by the Valuation Committee by proper revision of the base values and multiplication factors.

6.
Implementation schedule with timeliness for each stage including internal proceeding:

After Council’s approval, public objection shall be invited on the proposed amendment in the House Tax bye laws. Thereafter, the amendments will be sent to the GNCTD for notification.  The amendments are proposed to be implemented w.e.f. 1/4/2008.

7.
Comments of the Finance Deptt. on the subject


NA

8.
Comments of the deptt. on comments of Finance Deptt.


NA

9.
Legal implications of the subject/project


The Supreme Court upheld the area based system of determining Annual Rental Value introduced by Patna by holding that the area based system puts the determination of the of Annual Rental Value on a more uniform basis and eliminates room for arbitrariness and corruption (State of Bihar Vs. S.K.Sinha).

Patna, Ahmedabad and Mirzapur brought in amendments to incorporate the area based system, while cities like Bangalore and Hyderabad have brought in the changes without any amendment to the Act. The issue that the area based system was brought about without the required amendment to the Act was challenged in Bangalore's innovation which was upheld by the Karnataka High Court on the grounds that the amendments to the Act were not necessary since the scheme had only changed the method of assessment within the existing provision and secondly the scheme was optional. It has been reported that  Hyderabad pushed its scheme in the light of this decision and it did not face any legal challenge. (NIUA research report no 97)

The NIUA report further states that to a large extent the success of the area based system and its legal sustainability is hinged on the taxpayers acceptance of the same because the courts have supported the area based models in the country, only on the grounds of the system being non-discriminatory, simple in terms of classification and introduced with good intention to provide relief to taxpayers. 



10.
Details of previous Council Resolutions, existing law of Parliament and Assembly on the subject

(i)
Res No 3(viii) dated 21/01/2003, - The Council decided to await the final report of the expert Committee setup in respect of MCD on Unit Area Method. It was further decided that pending implementation of the Report in MCD, the feasibility of introducing this method of property taxation in NDMC along with the pros and cons may be examined

(ii) 
The recommendations of the Dharmarajan Committee were brought before the Council in its meeting held on 27/6/03 (item No 3(xviii))

(iii) A position paper on Unit Area Method of Assessment in NDMC was placed before the Council in meeting held on 13-02-06 (Item no. 19(F-5)). The position paper analysed the reasons for adoption of unit area method in other municipalities, the advantages and disadvantages of the present system in NDMC and alternatives and suggestions with regard to introduction of Unit Area Method of property tax assessment in NDMC. The Council resolved that the position paper be enlarged to consider the overall revenue position and projected revenue receipts of the NDMC, as anticipated, for the next five years, and make recommendations on the method by which the municipal body can continue to provide high quality services while maintaining its fiscal health. Since property tax is a key element of NDMC revenues, the means and methods of assessment of property tax (UAM/Actual Value etc.) to maximize revenues and collection efficiency be suggested. A sub-Committee be constituted under Section 9 of the New Delhi Municipal Council Act, 1994 (the Act). Chairperson was authorized to finalize the composition. 

(iv) Recommendations of the Committee constituted u/s 9 were accepted by the Council in principle vide resolution dated 12/02/2007
11.
Comments of the Law Deptt. on the subject/project


The bye laws are as per the advise of the law department.

12. Comments of the deptt. on the comments of Law Deptt.


NA

13.
Recommendation


The proposed amendments to the NDMC House tax byelaws are placed before the council’s for its consideration.

COUNCIL’S DECISION

Resolved by the Council to accord approval for inviting public objections to the amendments proposed in the NDMC House Tax Bye-laws, as proposed by the Deptt.

It was further resolved that the department may take necessary steps in this regard, in anticipation of confirmation of the minutes.

Annexure A

In the N. D. M. C. House Tax Bye-laws, 1962, continuing to be in force under Section 416(2)(a) of the New Delhi Municipal Council Act, 1994, Bye-law 12, 13, 14 shall be substituted as under: -

BYE-LAW 12

For the purposes of sub-section (1) of section 63 of the New Delhi Municipal Council Act, 1994(hereinafter referred to as the ‘Act’) the annual rent, for which lands and buildings are expected to let from year to year, shall be determined as under – 

(i) Special categories of lands and buildings as per provisions of Bye-law 13 and; 
(ii) Other lands and buildings as per provisions of Bye-law 14
BYE-LAW 13 – Rateable Value of Special Category of land and buildings 

The annual rent of the lands and buildings, which are not normally let, being the property of the Union, Government, State or used as school, college, hostel, guest house, clubs, cinema hall, hotels and such other lands and buildings as may be specified by the Valuation Committee, shall be calculated at such percentage, as may be determined by the Valuation Committee, being not less than 5% and not more than 10% of the aggregate of:

(a) value of land falling in the jurisdiction of New Delhi, at the circle rate of Rs. 43,000/- per square meter, as increased by the multiplication factor for user of the land, specified in clause 3 and; 
(b) value of covered space of the building at Rs. 15,000/- per square metre of the covered space of the building as reduced by the age factor of the building specified in clause 4.
(2) The circle rate for New Delhi as determined by the Government of NCT of Delhi for registration of documents and collection of stamp duty shall be 43,000/- per square metre for land and 15,000/- per square meter for cost of construction shall be revised, as and when revised by the Government of NCT of Delhi.

(3) The use factor for the land shall be as under:
                                USE  



                                      FACTOR

             Residential, Public Purpose, School, College, Hostel, Hospital


1

             Public Utility, Government Offices, Embassies




2

             Club, Guest Houses, Cinema Halls and Hotels (Other than 5 star hotels)

3


 Hotels (5 star and above)






4

Explanation:

Use factor for a particular year shall be determined based on usage of a particular type for more than 180 days in a financial year.

(4) Age factor for age of the building shall be as under:
                       AGE






FACTOR


  Constructed upto 1960






      0.5

        Constructed between 1960-69





      0.6

        Constructed between 1970-79





      0.7


  Constructed between 1980-89





      0.8

        Constructed between 1990-99





      0.9

              Constructed between 2000-09





      1.0

BYE-LAW 14 – Rateable Value of other land and buildings
1. The annual rent of lands and buildings valuation of which is not covered by Bye-law 13 shall be the aggregate of the Bonafide annual value of land and Bonafide annual value of the covered space of the building.

2. The Bonafide Annual Value of any land, not constructed upon, shall be the amount arrived at by multiplying the total area of such land by base unit area value and relevant factors as referred to in clause 5. 

Explanation – Where the area of the land is more than 1000 square metres, the area not constructed upon is the difference between the area of the land and ground coverage of the building.

3. Bonafide annual value of any covered space of the building shall be the amount arrived at by multiplying the total area of such covered space of building by the base unit area value of such covered space and the relevant factors referred to in clause 5.             

4. The base unit area value of the owner occupied building which is put exclusively to residential use shall be Rs. 1000/- per square meter of the covered space as amended by Valuation Committee from time to time.

5. The factors for the increasing or decreasing or for not increasing or decreasing, the base unit area values specified in respect of each of the parameters of type of use, age, type of structure, occupancy status, average rentals available in the building, location of covered space and any other relevant factors as may be necessary for determining the bonafide annual value of land and building shall be fixed by the Valuation Committee from time to time.

6. Pending fixation of multiplication factors and revisions thereof by the Valuation Committee, the multiplication factor for use and occupancy of the covered space shall be as under:

USE OF LAND AND COVERED SPACE OF BUILDING                           FACTOR

                                 Residential




1 

                                               Others





6 

            OCCUPANCY OF LAND AND COVERED SPACE OF BUILDING      FACTOR

                                    Self-Occupied or Vacant



1



                                  Others





3

Explanation – 

i) The premises owned by companies, firm, trust etc. and used by the directors, employees or partners for residence or guest house shall not be treated as self-occupied by the owners.

ii) For a particular year, the use factor and the occupancy factor shall be determined on the basis of usage/occupancy prevailing for more than 180 days in that year. In case the occupancy factor is determined as “others” and the premises actually remains vacant for part of the year, the property will be eligible for vacancy remission as per the provisions of section 109.

7. Where the land and the covered space of the building is let and actual rent is in excess of the Bonafide annual value of land and building referred to in Clause (1), the rateable value for the purposes of clause (1) shall be such actual rent.

8. ‘Covered space’ in relation to any building shall mean the total floor area in all the floors thereof, including the thickness of the walls, and shall include the spaces of the covered verandah and courtyard, gangway, garage, common service area, staircase and balcony and such other spaces as may be specified by the Valuation Committee.

BYE-LAW 14A

CONSTITUTION OF VALUATION COMMITTEE 

The Chairperson shall appoint a Valuation Committee which shall consist of a representative each of the Government of NCT of Delhi, Municipal Corporation of Delhi, National Institute of Urban Affairs and a member of the Council. The Committee shall also include Deputy Commissioner, New Delhi and an officer of the Council, who shall also be the convener of the Committee. The valuation Committee shall recommend:

(i) Lands and buildings to be categorised as special category of lands and buildings for the purposes of bye-law 13,

(ii) Base unit area value of owner occupied building which is put exclusively to residential use;

(iii) Percentage of the circle rate for valuation of land and cost of construction;

(iv) Factors for increase in respect of each of the parameters of the type of user, age, type of structure, occupancy, average rentals available in the building, location of covered space and any other relevant factors as may be necessary for determining the bonafide annual value of land and building.

(2) The Committee shall give its recommendations to the Chairperson, for an ensuing year. The Chairperson may accept the said recommendations with such variations as he considers necessary and issue a Public Notice of the recommendations of the Committee prior to its implementation for determining the rateable value of lands and buildings. 

Annexure B

Delhi, the 24th April, 1964

No. F.3 (61)/62-LSG.—The following bye-laws made by the New Delhi Municipal Committee under the provisions of sections 188(v) and 199(1) of the Punjab Municipal Act, 1911, as in force in the limits of the, said Committee, relating to the Assessment and Collection of House tax, having been confirmed by the Chief Commissioner, Delhi, under sub​section (1) of section 201 of the said Act, are hereby pub​lished for general information and shall come into force on the expiry of six weeks from the date of  publication of this notification.

Bye-laws

1. These Bye-laws may be called the N. D.M.C. House Tax Bye-laws, 1962.

2. They shall come into force on and from the date fixed by the State Government.

3. In these bye-laws,—

(i) "Act" means the Punjab Municipal Act of 1911 as in force in the limits of the Committee.

(ii) "section" means a section of the Act.

4. The financial year of the Committee shall be with effect from 1st April of ensuing year ending with the 31st March of the succeeding year.

5. Save as otherwise provided in the Act, house tax shall be payable in respect of each year on the date on which the assessment list is authenticated under section 66.

6. Every person who is liable to the house tax shall pay the same at the Town Hall, Parliament Street, New Delhi or at such other place or places as may be specified by the Committee.

7. The payment regarding the house tax may be made by cheque or in cash but the same shall be payable within ten days of presentation of the bill.

8. In case of a person owning more than one property, it shall be competent for the assessing authority to send a con​solidated bill and the assessee shall have no objection to the same.

9. The Committee shall include in the bill for the current year all the arrears, if any due, but if not included, shall not be precluded from recovering the same.

10. The payment of house tax in respect of a property against any bill issued by the Committee, for a particular year shall not affect the liability of a person to any increased tax to which he may be assessed on account of the said pro​perty owing to amendment of list under section 67.

11. (1) The Committee shall maintain a register in a suitable form showing the demand, collection, arrears, excess recoveries and such other particulars in relation to house tax as it may prescribe from time to time.

(2) The register may, if the Committee thinks fit, be made in separate parts or volumes for such purposes and with such several classifications as the Committee shall determine.

(3) The Committee may maintain separate registers for recording information regarding the details of arrears for previous years.

(4) The Committee may also maintain other subsidiary registers for showing the progressive recovery of taxes and such other information as it may deem necessary.

12. The annual value of a building or house which is in the owner's own occupation either for residential purposes or for commercial purposes and the standard rent of which has not so far been fixed by a competent authority may be calculated under section. 3(1)(b) on the basis of rents of similar accommodation prevalent in the locality and in the event of the Committee being of the opinion that the same is not feasible, the - annual value may be calculated under section 3(1)(c).

13. The annual value of a building or house which, in the opinion of the Committee, is not capable of being let, shall be calculated in accordance with the provision of section 3(1)(c).

14. The annual value of a building or house which has been actually let out or regarding which a standard rent has been fixed by the competent authority, shall be calculated on the principle laid down in section 3 (1)(b).

15. In pursuance of the notice issued under sections 65-67, the Committee shall, on demand from the assessee, provide him with all the information pertaining to the assessment, before the same is confirmed:

Provided that the certified copies of any documents re​quired and issuable by the Committee shall be obtained on payment of the charges prescribed for them.

16. The Committee may hear objection under section 65-67 on the date and time given in the notice; and if the proceedings are adjourned to some future date or time, it shall hear the objection on such future date or time, for which no separate intimation to the assessee shall be required.

17. (1). Any notice issued under the provisions of Chapter V of the Act may be signed by the Secretary, Assistant Secre​tary or Commercial and Taxation Officer, or by any other officer to whom the Committee may authorise in this behalf;

(2) The notice shall contain

(a) the specific section under which it is issued;

(b) the place, time and date on which the objections are to be heard and which shall not be earlier than 30 days from the date when the notice is given to the assessee and

(c) the proposed annual value.

(3) In case an assessee is a resident within the municipality and is residing in a house other than the one under assess​ment, notice shall be given to him at his residential address, if so intimated by him to the Committee.

(4) If the owner-assessee is not resident and has no place of business within the municipality, every such notice ad​dressed to him as such owner may be served on the occupier and in cases where there is no occupier, the notice may be sent to the owner assessee by posting it under a registered cover at his address for the time being, if known to the Committee, and if not known, the notice may be affixed on the conspicuous place/entrance of the house in respect: of which the tax is payable.

(5) Where any notice is to be given to or served on the owner or occupier of any property and he is unknown, may be served:

(a) by delivering a written notice to some person on the property, or, should there be no person on the property to whom it can be delivered, by fixing it to some conspicuous part of the property; or

(b) by putting into the post a pre-paid letter containing a written notice and addressed by the description the "owner" or "occupier" of the property (naming it) in respect of which the notice is given, without further name or description.

18. Where there is more than one claimant for the ownership of a building or house and seeks registration as such in the records of the Committee, the decision of the Committee shall be final unless it is set aside by a competent court.

19. The public notice regarding the completion of the assessment list under section 64 shall be given by advertisement in at least two local newspapers and in such other manner as the Secretary of the Committee may decide.

20. The Secretary, the Commercial and Taxation Officer, the Tax Supdt. And the Tax Sub-Inspectors are authorised to call for information and to exercise the right of entry in a building in accordance with provisions of sections 73 and 75

21. Every person likely to  be affected by the list or an authorised agent of such person shall be entitled to inspect the list in the Committee's office during the usual office hours and shall further be entitled to receive a copy of the entries affecting him on payment of necessary inspection and copying fees as prescribed by the Committee from time to time.

22. On the completion of the list, the public notice required by section 66 shall be given by the Committee by advertisement in at least two local newspapers and in such other manner as the Secretary of the Committee may decide.

23. When the name of the owner is not known, it shall he sufficient to designate him in the Assessment list as `the owner'.

24. In the event of any person preventing an officer from entering a house under byelaw No.20, the person so obstructing shall be punishable with a fine  which may extend to Rs. 100/-.

25. No application for remission under section 72 shall be entertained unless the amount of tax due has already been credited to the Municipal funds. All applications for remission shall be supported by sufficient documentary evidence to prove that the property really remained unproductive of rent and vacant during the period in question. Besides other documentary evidence, the Committee may also call for an affidavit from the applicant on the point.

26. The time for filing the application for remission under section 72 shall be governed by the provisions contained therein.

27. The period of consecutive vacancy will be counted for each year separately.

28. No deduction for house tax out- of gross annual rent shall be admissible to the owner unless the tenant has spe​cifically agreed to certain sum being paid as house tax. This agreement shall be on a stamp paper executed in accor​dance with law,

29. The rebate for moveable furniture let with a building shall be allowed on the basis of a schedule of rent of furni​ture approved by the Committee from time to time.

