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Chapter 1. Introduction

Chapter 1. Introduction

I. Scope

1.1.

1.2.

1.3.

An important mandate of any Finance Commission is the examination of the Own
Revenues of Local Governments, both tax and non-tax, and giving suggestions for
their improvement. All the State Finance Commissions (SFCs) so far have gone into
this issue in great detail and given important recommendations, of which a
significant one was the shifting of an assessment method of Property Tax from
Annual Rental Value (ARV) to unit area-based assessment. Though it took nearly
fifteen years to operationalize, it has reduced arbitrariness and corruption and has
stabilised the returns from the tax. The Sixth SFC also spent considerable time and
effort to study in great depth different issues related to Own Revenue mobilisation
by Local Governments (LG). Related issues of mobilising voluntary contributions,
borrowings, and Public Private Partnerships (PPP) have also been considered.

The General Purpose Fund (GPF) devolved to Local Governments since 2004 in lieu
of shares of various taxes like Basic Tax, Motor Vehicles Tax and Surcharge on
Stamp Duty is as good as Own Revenue (OR) considering its total flexibility, i.e., it
can be used for any purpose like the Own Revenues and it is non-lapsable. The
Commission had recommended increasing General Purpose Fund from 3.5 per cent
of State’s Own Tax Revenue (SOTR) to 4 per cent in its First Report and this has
been accepted and implemented. The Commission had also recommended a revised
formula giving weightage to population and distance from Own Revenue to bring
in greater equalization, and more importantly, avoid gap grants. It was not accepted
as it was felt that Local Governments having more population would be
disadvantaged. This aspect needs a re-look and has been included in this report.
Also, the matter of converting the Building Tax to a local tax dealt with in the First
Report has been reiterated with adequate justification.

In continuation of the devolution formulae in the First Report, appropriate
modifications from 2022-23 is also addressed in this Report. Further, the opinion of
the Commission on the process to be followed in respect of the Health Grants of the
Fifteenth Finance Commission is given.

Sixth State Finance Commission 1/Page



Chapter 1. Introduction

II. Methodology

1.4. Asin the previous Reports, the Commission has followed a rigorous and intensive

methodology before arriving at the recommendations. They include:

@

2

®)

@)

©)

Data collection from all Local Governments using a comprehensive
questionnaire which included 19 questions relating to Own Revenues for rural
and urban Local Governments. All the Local Governments responded to the
questionnaire. After the elections to Local Governments in December 2020, the
newly elected Local Governments were given another opportunity to give their
suggestions and 105 Village Panchayats and four Municipalities sent their
suggestions.

All data relating to Own Revenues from 2014-15 to 2019-20 of all Local
Governments were collected from the Information Kerala Mission (IKM).
Further, similar data collected by the Fifth Finance Commission was also used.

Data on borrowings was collected from the Kerala Urban and Rural
Development Finance Corporation (KURDFC), Housing and Urban
Development Corporation (HUDCO) and the Livelihoods Inclusion Financial
Empowerment (LIFE) Mission. Further, data on PPP projects by Local
Governments were retrieved from the now defunct ICICI- KINFRA (I-KIN).

Detailed studies were commissioned through two reputed agencies, namely,
Maithri for Urban Local Governments and Centre for Socio-economic
Environmental Studies (CSES) for Village Panchayats. These studies
empirically assessed the collection of Own Revenues, especially Property Tax
and brought out various issues related to mobilisation of Own Revenue.

The Kerala State Audit Department (KSAD) was mobilised to conduct a critical
assessment of Local Governments in respect of financial issues which included
the following points related to Own Revenues.

i.  Assessing the demand for Property Tax and verifying its accuracy
through independent assessment.

Sixth State Finance Commission 2[Page
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Chapter 1. Introduction

ii.  Toidentify issues and constraints in a realistic assessment of different
taxes and non-tax sources of revenue and suggest improvements to
ensure higher revenue realization.

iii. ~To study the implications of Goods and Services Tax (GST) on
Entertainment Tax (ET) and Advertisement Tax (AT) and suggest
remedial action.

The department submitted an exhaustive report after visits by its Auditors to
110 Local Governments.

Meetings held with different stakeholders before the First Report had a specific
reference to Own Revenues. The feedback received in these meetings were
utilized for this Report. The list of such meetings is in Annexe 1.1

Consultations were held with expert organizations and departments, especially
GST Commissionerate on the implications of GST on local tax, Bharat Sanchar
Nigam Ltd. (BSNL) on the issue of taxing mobile towers, Labour Department
on utilizing its database to improve the collection of local taxes, especially
Profession Tax. The list of consultations and participants is given in Annexe 1.2

Special discussions were held with experts on developing a unique premises
number.

The Chairperson had one to one discussion with the Chief Executive Officer of
KIIFB focusing on setting up the Kerala Local Government Development Fund.

The Commission had the benefit of studying the report prepared with the
Technical Assistance of Asian Development Bank (ADB) to set up the Kerala
Local Government Development Fund way back (KLGDF) in 2005 and found it
still relevant in respect of the core issues.

Different tool kits prepared by the Ministry of Housing and Urban Affairs and
expert studies were referred.

All the previous State Finance Commission reports and the action taken on them
were analysed as related to Own Revenues.

The best practices in respect of Public Private Partnerships were studied
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Chapter 1. Introduction

(14) All the laws and rules relating to Own Revenues were thoroughly analysed.

(15) The preliminary suggestions of the Finance Commission were shared with the
Director of Panchayats and Director of Urban Affairs (DUA) and their
suggestions were obtained.

(16) Several rounds of online discussions were held with Secretaries of Village

Panchayats and the Urban Local Governments to validate some of the critical

recommendations.

III. Approach

1.5.

@

&)

©G)

@

©)

The Commission strongly believes that Panchayats, Municipalities and
Corporations can strengthen their identities as Local Governments only if they
mobilise their Own Revenues. The approach of the Commission in mobilising
Own Revenue is summed up below:

The focus should be on improving the efficiency of collection.

Escaped tax is unusually high in several Local Governments and this
leakage needs to be addressed. Without increasing tax and non-tax rates,
there can be a substantial increase in revenues even to the extent of 100 per
cent in certain Local Governments just by effective realization from all those
who are legally bound to pay.

Fiscal federalism implies that if the actions of the higher tier, i.e., in this case
the State Government, impinge on the Own Revenue domain of the lower
tier, i.e., the Local Governments, there has to be fair compensation. This is
particularly important in the context of the Goods and Services Tax.

For several reasons, enhancement of rates, both tax and non-tax, have not
kept abreast with the money value, resulting in serious revenue loss. This
needs to be rectified once for all.

Though the fiscal domain of Local Governments is highly constricted, there
are certain new areas that could be considered for tapping revenue.
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Chapter 1. Introduction

(6) Certain activities have a large negative impact on the civic and
environmental life of citizens. Therefore, the persons responsible need to
pay higher.

(7 Natural disasters including pandemics have a considerable impact on the
revenues of Local Governments and they need to be factored in.

(8) Many laws and rules need to be updated, especially those relating to service
charges and Surcharge on Property Tax.

(9) Local Governments in Kerala can raise a lot of local contributions if there is
a proper framework.

(10) For certain kinds of infrastructure, Local Governments can resort to
borrowings, preferably through a special institution to be set up exclusively
for the purpose. Also, new forms of resource mobilisation like Local
Government Bonds need to be tried out.

(11) Though limited, there is also potential for PPP in the case of certain kinds
of infrastructure for which a framework has to be put in place to make it
viable and socially and financially beneficial.

]
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Chapter 2. Own Revenue of Local Governments

Chapter 2. Own Revenue of Local Governments
I. Context

‘No taxation without representation’, the war cry of the American freedom fighters,
is a significant slogan in the history of democracy. Representation provides implicit
consent of the people to decide several matters, legally entrusted to the elected
representatives and this includes raising resources, particularly taxes for local level
development.

Local Governments have huge advantages in taxation since they are at the cutting-
edge level of the Government. They can easily identify the potential assessees of
different taxes. There would naturally be a greater willingness to pay, since citizens
know the performance of their Local Governments, particularly in carrying out the
traditional functions affecting their lives, especially regarding waste management,
street lighting, provision of parks, playgrounds, crematoria, etc. and keeping roads
in good repair for enhancing local mobility. People can directly observe how their
contributions are being put to use in their locality. Further, since Local Governments
in Kerala carry out several functions, provide different services and spend nearly a
third of the development budget, and are critical for local development, the
willingness would be further strengthened.

It is interesting to note that the taxes of Local Governments are progressive. Property
Tax is based on the ownership of property and it is structured on a progressive scale.
The same is the case with Profession Tax. As regards Entertainment Tax and
Advertisement Tax, the assessees usually have the capacity to pay. Similar is the
situation with most of the non-tax Own Revenues. Therefore, the Local Government’s
revenue mobilisation meets the social objective of getting people who can afford to
pay to do so in the larger interest of the society.

Yet, there seems to be an irrational reluctance on the part of the Village Panchayats,
Municipalities, and Corporations to optimally use their powers of resource raising.
Even with the pressure to raise Own Revenues, as meeting their essential expenditure
like salaries of own staff and performance of the civic functions can be done only with
Own Revenues, supplemented of course by the General Purpose Fund (GPF), it is
seen that there is a lot of laxity in identifying potential assessees, carrying out of
assessment, timely collection and penal action against wilful defaulters.
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Chapter 2. Own Revenue of Local Governments

Of course, Kerala collects one of the highest per capita Own Revenues by Village
Panchayats in the Country. Own Revenues in urban areas are more or less like the
revenues of Local Governments in the southern and western states of India. As of
now, all Local Governments together spend approximately Rs.20,000 crore in a year
of which their share of Own Resources is only around 10 per cent. This excludes
around Rs. 7500 crore as Social Security Pension where all the beneficiaries are
identified by the Local Governments and the State Government foots the bill. Going
by international standards and in keeping with the revenue raising potential in
Kerala, the Commission feels that the share can easily be doubled without increasing
the rates, just by improving the efficiency of assessment and collection. At the same
time, the argument that Local Governments have no incentives to raise their own
resources since the transfers from the State and Union Governments are very high
does not seem to be supported by evidence. From 1995 when decentralisation started,
there has not been any fall in Own Revenues in all the three categories of Local
Governments which have revenue raising powers. Thus, the ‘flypaper theory” does
not seem to hold well in the case of the Local Governments of Kerala.

The Own Revenue of the Local Governments in Kerala registered a growth rate of
around 8.37 per cent between 2008-09 to 2019-20. The Local Government Own Tax
Revenue (OTR) as a share of State’s Own Tax Revenue was 2.45 in 2008-09, which
marginally increased to 2.50 in 2019-20. However, the ratio of Own Revenue to States
Own Revenue declined from 4.38 per cent to 2.90 per cent during the corresponding
period mainly due to the absence of buoyancy of Local Government Non-Tax
Revenues which needs to be addressed.

IL. Factors Affecting Collection of Own Revenues by Local
Governments

Some of the factors affecting Local Government revenues are beyond the control of
the State Government. Profession tax which is levied by Local Governments is
determined by Article 276(2) of the Constitution at a maximum of Rs. 2,500/ -per
annum which was fixed way back in 1988 and operationalized in Kerala with effect
from 1996.

The Eleventh Union Finance Commission recommended an upward revision of
Profession Tax through a one-time amendment to the Constitution facilitating the
Parliament to fix the ceiling from time to time without amending the Constitution
every time. This was endorsed in different forms by the succeeding Union Finance
Commissions. The Fifteenth Finance Commission suggested at the 2019-20 prices the
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Chapter 2. Own Revenue of Local Governments

upper limit of Profession Tax has to be Rs.18,000/ - yearly instead of the current rate
of Rs. 2,500/-. It is clear that the non-implementation of the accepted
recommendations of the Union Finance Commission in relation to Profession Tax has
cost the Local Governments dear in the State.

2.9. Similarly, with the introduction of the GST, Entertainment Tax has taken a serious hit
even though the Constitutional amendment stipulated that Local Government taxes
are outside the purview of GST. Somehow there has been a “slip up.” Table 2.1 gives
a picture of this situation.

Table 2.1: Mobilisation of Entertainment Tax by Local Governments
from 2014-15 to 2019-20

2014-15 NIL 57.95
2015-16 NIL 79.73
2016-17 NIL 95.59
2017-18* 32.28 29.32
2018-19 42.48 5.41
2019-20 11.00 7.49

Source: Department of GST, GoK and Data collected from IKM by SSFC

Note: Local Governments includes only Municipal Corporations and Municipalities and Village Panchaya*GST came into
effect on 01.07.2017

2.10. Thus, it is clear that the Entertainment Tax component under GST has yielded much
less than what the Local Governments had been collecting. And the Advertisement
Tax which in Kerala was a local tax was fully subsumed under GST, taking away a
potentially good resource, even though it was not effectively used by Local
Governments.

2.11. There are also factors that are beyond the control of Local Governments but caused
by the decisions or absence of it by the State Government. In order to avoid
capriciousness and corruption in assessment, Government took a policy decision to
switch over to plinth area-based taxation for Property Tax while following up the
recommendations of the First SFC. But due to various reasons, this important and
progressive decision took a long time to get implemented; almost thirteen years.
During this period, three quinquennial revisions were missed.

|
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2.12. Certain Government decisions taken without serious consultations with the Local
Governments have affected the realisation of local revenues. For example, it is
understood that Local Governments were not in favour of increasing the limit from
30 sq. m. to 60 sq. m for blanket exemption of buildings from Property Tax. Another
such decision was mandating that the increase of Property Tax during the switch
over to the new system should not be more than 25 per cent for buildings above 2,000
sq. ft. and that there shall be no increase for buildings below 2,000 sq. ft.

2.13. Also, there have been delays in Government in increasing rates related to Fines, Fees
etc. in keeping with the money value. Most of the Penalties under various sections of
Acts like Madras Public Health Act, 1939 and Travancore Cochin Public Health Act,
1955 which are applicable to Local Governments are not seen revised even after
formation of the State. Likewise, most Penalties listed under Kerala Panchayat Raj
Act, 1994 have not been revised after 1994 and those in Kerala Municipality Act 1994,
are not seen revised since 1999. Since this was not done promptly, heavy revenue loss
has occurred and other violations have continued without abatement resulting in
negative environmental and social impact.

2.14. Further, there have been loopholes in the Act and Rules which have affected the
collection of revenues by Local Governments. For e.g., the provision for levying and
collecting Surcharge, Service Cess, Service Charge etc. which can be levied as a part
of Property Tax are not implemented by most Local Governments in the State
properly, resulting in huge revenue loss due to absence of clarity. In urban Local
Governments, there is the absence of Rules in many cases, especially related to
realisation of taxes.

2.15. At the level of Local Governments, there are certain general issues that negatively
affect the collection of revenues. They include:

(1) Barring Property Tax, there is no database on potential sources of tax and
non-tax revenues.

(2) There is no rigorous assessment allowing escape from the tax and non-tax net.
For example, modifications made in residential and commercial buildings
after the revision are seldom detected until the next revision. Similarly,
conversion of residential buildings into commercial buildings is missed in
most cases. Rents of buildings of Local Governments are far below the market
rates.

(3) There is no inter-departmental cooperation in sharing of information related

to tax.
[ ]
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(4) There is also a lack of rigour and systematic approach in laying out the
framework of assessment for tax and non-tax revenues.

(5) There is widespread evidence of unscientific zoning in respect of Property
Tax.

(6) The Commission, particularly while getting studies done through
independent agencies, could come across several cases, pointing to
connivance and even possible corruption, especially in the case of Property
Tax of flats and villas.

(7) Post-decentralisation, for some reason, inspection by higher officials have
practically ceased. Also, audit including Performance Audit has not been
given much importance to the aspect of Own Revenue mobilisation.

(8) Review and monitoring by the Finance Standing Committees and the Local
Governments seem to have become routinised without much seriousness.

(9) There is no transparency and as a result, stark cases of under assessment and
non-assessment do not come to public notice.

(10) Surprisingly, there are even software issues. Some of the key issues in
Sanchaya software dealing with Property Tax are listed below:

(i) The software applications Sanchaya (for Revenue and Licence) and
Saankhya (for Accounting) are not fully integrated and made online
and synchronized effectively and collection taken in Saankhya
updated in Sanchaya then and there.

(ii) There is no provision in Sanchaya to remit tax on half- yearly basis

(iii) There is no provision for creating profiles of taxpayers and enable
grouping of all the buildings owned by them.

(iv) Arrears are erroneously generated in some assessments before 2013.

2.16. There is no digital tool / application for Profession Tax and other tax and non-tax
items at present. The application for Property Tax and Industries, Factories,
Entrepreneurships & other Services Licence (IFTE&OS), are at a very elementary
level and that too not adopted by most of the Local Governments fully. Adequate
and appropriate digital solutions with data integration with related systems are not
in place for all activities in Local Governments especially for all sources of revenue.
For e.g., the software applications which deal with building permits do not push its
data into the Property Tax application (Sanchaya) and the same data is not integrated
with the IFTE&OS Licensing application so that revenue generation is automated,
collection efficiency enhanced and losses minimized. All revenue generation systems
are not integrated with the finance and accounting software application to facilitate

digitalized and automated budgeting, accounting, and reconciliation.
Y
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2.17. At present, the amount paid by tax payers through e-payment gateways, takes days
to get credited to the accounts of the Local Governments from the centralized account
of IKM where the amount is primarily credited. Proper timely reconciliation is also
not seen done, since there is a lack of provision for this, and hence identification of
the missing credited amounts often prove difficult resulting in huge loss of revenue
for Local Governments. This is a grave issue which has to be addressed urgently.
Also, Local Governments lose bank interest for the delay in getting the amount
promptly credited back to their account.

III. A Review of Own Revenue Mobilisation by Local Governments
in Kerala

2.18. Conventionally the significance of the subnational governments in an economy is
measured by the ratio of subnational Own Revenue (OR) and expenditure as a ratio
of macro variables. Ratio of Local Government Own Tax Revenue to States Own Tax
Revenue (SOTR), Gross State Domestic Product (GSDP), and Local Government
Expenditure to State Government expenditure, etc. are some of the widely used
ratios. Table 2.2 presents the ratio of Own Revenue of Local Governments to State’s
Own Revenue, GSDP, and Local Governments’ Own Tax to State’s Own Tax
Revenue. Even though Kerala is accepted as a leader in fiscal decentralisation, the
ratios are not very high even after 25 years of decentralised planning. In addition, the
above ratios have fluctuated over the years. The ratio of Local Government Own Tax
Revenue to SOTR was the highest during 2014-15 at 3.05 per cent which eventually
dropped to 2.78 per cent in 2019-20. The ratio of Local Government Own Revenue to
State’s Own Revenue which stood at 4.10 in 2009-10 declined to 2.85 per cent in
2019-20. A similar trend can be observed in the Local Government Own Revenue to
the GSDP of the State. The declining ratios are a reflection of the absence of buoyancy
of Local Government revenues relative to the growth of the economy indicating the
urgent need for interventions to improve revenue mobilisation. The trends are also
depicted in Figure 2.1.

Table 2.2: Own Revenue Mobilisation of Local Governments to Selected Macro Variables

2009-10 2.45 4.10 0.34426
2010-11 2.37 4.06 0.36438
2011-12 2.43 3.78 0.29367
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2012-13 2.30 3.41 0.28382
2013-14 2.43 3.51 0.28375
2014-15 3.05 3.35 0.27824
2015-16 2.41 2.73 0.23013
2016-17 2.81 3.08 0.25679
2017-18 2.84 3.11 0.25581
2018-19 2.47 2.79 0.22251
2019-20 2.50 2.85 0.20494

Source: Computed using data from GoK (SFC V 2015), Budget in Brief (Various Years), RBI Various
Years Basic Statistics Relating to Indian Economy, Data from IKM

Figure 2.1: Trends in Ratio of Own Revenue of Local Governments to Selected Macro
Variables

140
120
100
80
60
40

20

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

=[G OTR/SOTR  ====LG OSR to State OR  ====LG OR to GSDP

Note: The values are index to 100 in the initial year
Source: Same as Table 2.2

2.19. A review of the Own Revenue mobilisation by the Local Governments in Kerala for an
eleven-year period from 2009-10 to 2019-20 is undertaken in this section. The data presented
by the Fifth SFC from 2009-10 to 2013-14 were also used wherever possible to delineate the
trend in Own Revenue mobilisation. Data on various components of Own Revenue for six

|
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years from 2014-15 to 2019-20 were collected from Information Kerala Mission (IKM). Table
2.3 presents the trends and composition of Own Revenue mobilisation by Local Governments
in Kerala.

Table 2.3: Trends and Composition of Own Revenue of Local Governments from 2009-10

to 2019-20
Year Own Revenue Per Capita Own Revenue
(Rs. Crores) (Rs. Crores)
Tax Non-Tax Total Tax Non -Tax Total
2009-10 431.83 421.3 853.18 130.44 127.27 257.71
(50.61) (49.39)
2010-11 514.06 519.21 1033.28 154.53 156.08 310.61
(49.75) (50.25
2011-12 625.40 531.60 1157.01 187.10 159.04 346.14
(54.05) (45.95)
2012-13 691.36 619.28 1310.65 205.85 184.39 390.23
(52.75) (47.25)
2013-14 778.87 726.56 1505.43 230.79 215.29 446.08
(51.75) (47.25)
2014-15 1074.97 382.83 1457.79 317.00 112.90 429.90
(73.74) (26.26)
2015-16 938.42 381.99 1320.40 275.41 112.11 387.52
(71.07) (28.93)
2016-17 1183.35 443.35 1626.70 345.63 129.49 475.13
(72.75) (27.25)
2017-18 1318.74 515.08 1833.82 383.33 149.73 533.06
(71.91) (28.09)
2018-19 1249.69 527.12 1776.81 361.52 152.49 514.02
(70.33) (29.67)
2019-20 1256.86 560.37 1817.23 361.86 161.34 523.20
(69.16) (30.84)
AAGR 12.21 11.67 8.37 11.67 4.78 7.85
(at current
prices)
AAGR 6.44 0.07 2.88 5.93 -1.28 2.13
(at2011-12
prices)

Note: Figures in Parentheses refers to per cent to total Own Revenue. The values are the average for
2014-15 to 2019-20

2011 population was extrapolated on the basis of CAGR for the decadal growth between 2001 to 2011
Source: GoK (2015) Report of SFC V (from 2009-10 to 2013-14), From 2014-15 to 2019-20 from IKM.
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2.20. It is obvious from Table 2.3 that tax revenue constitutes lion’s share of Own Revenue
of Local Governments. Figure 2.2 also gives a pictorial representation of the
composition of the Own Revenue of Local Governments. The growth of tax revenue
mobilisation by the Local Governments surpassed the growth in Non-Tax Revenue.
At current prices, the total Own Revenue mobilisation by the Local Governments
increased at the rate of 8.37 per cent. It may also be noted that the per capita Own
Revenue has almost doubled during the eleven-year period. At constant prices (2011-
12 prices) to the Own Tax Revenues registered a growth of 6.44 per cent. However,
the Non-Tax Revenue registered only a marginal growth of 0.07 per cent. Own
revenue grew at almost three per cent during the period. It must be noted that though
the per capita Own Revenue registered 2.13 per cent growth, the per capita Non-Tax
Revenue declined at -1.28 per cent during the period. It points to the lack of buoyancy
of Non-Tax Revenues which lagged behind the growth of the economy. The absence
of timely revision of rates of Non-Tax Revenues to match the inflation in the economy
has contributed heavily to the poor performance of Non-Tax Revenue mobilisation.
Rates of some of the Non-Tax Revenues were fixed as far back as 1955. Some of the
non-taxes are left untapped by the Local Governments; for e.g., Licence Fees for
private markets, Surcharge on Property Tax, etc, which points to the insufficient
revenue effort on their part.

Figure 2.2: Composition of Own Revenue of Local Governments in Kerala from 2009-10
to 2019-20

(Values in Per Cent)

80.00

73.74
71.07 7275 71.91 70.33 69.16

70.00
60.00
54.05
50.61 49.75 52.75 51.74
50.00
9 5 . 5 6
40.00
30.00
3 9 7 4
6 5
20.00
10.00
0.00

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

mTax ™ NonTax

Source: Same as Table 2.3
r——

Sixth State Finance Commission 15/Page



Chapter 2. Own Revenue of Local Governments

2.21. The profiles of the Own Revenue of Local Governments are presented in Table 2.4.
The Property Tax is the most significant source of Own Revenue, followed by
Profession Tax. These two taxes registered on an average six per cent growth during
the period from 2014-15 to 2019-20. Entertainment tax, which used to be an important
source of revenue dwindled in the post GST period. Both Entertainment and
Advertisement Taxes depicted negative changes following the implementation of
GST in the Country. Among the non-tax revenues, the important sources are Income
from Investment, Rent and different kinds of Fees.

Table 2.4: Profile of Own Revenue of the Local Governments from 2014-15 to 2019-20

Property Tax 767.27 46.84 5.94
Profession Tax 351.03 21.43 5.96
Entertainment Tax 45.91 2.80 -10.99
Advertisement Tax 3.72 0.23 -15.67
Other Taxes 2.40 0.15 54.01
Total Tax Revenue 1170.34 71.44 4.04
Licence Fee 17.58 1.07 17.10
Rent 131.49 8.03 7.99
Permit Fee 32.23 1.97 9.65
Registration Fee 2.38 0.15 -3.04
Other Fees 98.95 6.04 10.85
Penalties and Fines 36.27 2.21 11.72
User Charges 14.75 0.90 17.46
Income From Investment 4.92 0.30 25.88
Interest Income 52.01 3.18 14.04
Sales and hire charges 50.78 3.10 5.28
Other Income 21.71 1.33 12.57
Market Receipts 4.18 0.26 9.85
Total Non-Tax Revenue 467.84 28.56 8.12
Total Own Revenue 1638.18 100.00 5.13

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from data collected by the SSFC from IKM
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IV. Inter Local Government Variations in Own Revenue
Mobilisation

2.22. Revenue mobilisation is a function of the fiscal capacity of the Local Governments
which is determined by their respective levels of development and the revenue effort.
This section examines the inter Local Government variations in Own Revenue
mobilisation.

IV-1 TAX REVENUES OF VILLAGE PANCHAYATS

2.23. Inter panchayat variations in Own Tax Revenue mobilisation can be deduced from
Table 2.5. Around nine per cent of the Village Panchayats (VPs) mobilise more than
one crore per annum, whereas around seven per cent mobilise less than 10 lakhs.
Property and Profession Taxes are the most important sources of tax revenues and
are mobilised by all VPs in Kerala. Entertainment and Advertisement Taxes are not
being collected by more than 70 per cent of the VPs. Only 102 VPs had cinema
theatres, 39 and 15 VPs have multiplex theatres and theme parks under their
jurisdiction respectively (Appendix 2.1). Advertisement tax had always been under-
tapped revenue source. And therefore, the inter panchayat variations is the highest
in the mobilisation of Entertainment Tax followed by Advertisement Tax.

Table 2.5: Distribution of Village Panchayats according to Own Tax Revenue Mobilisation
-Average for Six Years from 2014-15 to 2019-20

No collection 0 0.00 0 0.00 665 70.67 664  70.56 0 0.00

<10 16 1.70 262 27.84 266  28.27 277 | 29.44 6 0.64
10.01 -25 219 23.27 542 57.60 9 0.96 = 0.00 64 6.80
25.01-50 492 | 52.28 | 117 @ 12.43 1 0.11 - 0.00 432 4591
50.01-75 145 1541 12 1.28 = 0.00 = 0.00 252 26.78
75.01- 100 46 4.89 4 0.43 - 0.00 - 0.00 102 10.84

>100 23 2.44 4 0.43 = 0.00 = 0.00 85 9.03

Total 941  100.00 941 | 100.00 = 941  100.00 941 29 941 100
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Minimum 0.08 0.49 0.00 0.00 0.57
(Rs. Crores)

Average 39.88 16.85 0.45 0.04 57.24
(Rs crores)

Maximum 243.30 154.79 68.81 6.86 363.81
(Rs crores)

Coefficient 60.38 80.60 725.59 607.28 62.71
Variable

Note: The Average, Maximum and Minimum fields have the average value for 2014-15 to 2019-20
Source: Computed from Saankhya Software, Information Kerala Mission, Government of Kerala

2.24. The Panchayats with the maximum and minimum collection of various tax revenues
are given in Table 2.6. Edamalakkudy, Pudur, Delampady, Madur, Anjuthengu are
the tail-enders and Vadavukode Puthenkurissu, Kizhakkambalam, Kozhancherry,
are the toppers in per capita Own Tax collection. The former group of VPs have
relatively low economic growth and development especially Edamalakkudy, which
is the only tribal Village Panchayat in Kerala.

Table 2.6: Village Panchayats with Highest and Lowest Collection of Various Own Tax

Revenues

Property

Profession

Entertainment Tax

Advertisement Tax

Own Tax Revenue

Kumily (Rs.243.30 Crores) Olavanna,
Pudusseri, Vadavikode Puthenkcruz,
Kizhakkambalam

Kizhakkambalam (Rs.171.122 Crores)
, Pudusseri, Vadavukode Puthencruz,
Nedumbassery, Vijayapuram

Kunnathunadu (Rs. 68.81 Crores) ,
Kolazhy, Ezhupunna, Malaur,
Thalayolaparambu
Nedumbassery (Rs. 6.86 Crores),
Chemngamanad, Nenmenikkara,
Koratty, Karukutty

Pudussery (Rs. 363.81Crores),
Kzhakkambalam, Vadavukode
Puthenkurissu,

Kumily, Olavanna, Olavanna

Edamalakkudy (Rs.0.08 Crores),
Pudur ,Perumbalam, Vattavada,
Belloor

Edamalakkudy (Rs.0.49 crores),
Thalanad, Vattavada, Belloor,
Perumbalam

666 VPs (Zero collection)

664 VPs (Zero collection)

Edamalakkudy (Rs. 0.57 Crores),
Pudur, Vattavada, Perumbalam,
Thalanad

Vattavad, Perumbalam, Thalanadu
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Per Capita Own Vadavukode (Rs. 1293.13), Edamalakkudy (Rs. 43.13) Pudur,
Tax Kizhakkambalam, Kozhancherry, Delampady, Madur, Anjuthengu
Aikkaranadu, Nedumbassery

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya Software, Information Kerala Mission, Government of Kerala

IV-2 NON-TAX REVENUES OF VILLAGE PANCHAYATS

2.25. Inter Village Panchayat variations in non-tax revenue mobilisation can be gauged
from Table 2.7. Mobilisation of per capita Non-Tax revenue ranges from Rs.10.06 to
Rs.1,243.95. The variation is the maximum in the Registration Fee, as it is not even
collected by many VPs.

Table 2.7: Inter Village Panchayat Variations in Per Capita Own Non-Tax Revenue
Mobilisation -Average for 2014-15 to 2019-20

Licence Fee 0.00 41.41 3.5242 8.51
Registration 0.00 1.89 0.7273 38.44
Permit Fee 0.06 205.56 6.0272 2.93
Other Fees 1.20 154.52 9.2181 5.97
Rent 0.00 510.35 15.1875 2.98
Market Receipts 0.00 77.03 1.6379 2.13
User Charges 0.00 118.13 2.1016 1.78
Sale and Hire Charges 0.16 895.11 9.8374 1.10
Fines 0.66 47.03 6.1398 13.06
Income from Investment 0.00 53.76 0.6531 1.21
Interest Income 0.00 60.10 8.5869 14.29
Other Income 0.00 80.37 1.5249 1.90
Non-Tax 10.06 1234.95 65.0786 5.27

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala
2.26. The top and tail end performers of the non-tax collection is given in Table 2.8.
Valapattanam Village Panchayat tops in the mobilisation of Per Capita Own Non-
Tax Revenue as seen in Table 2.8. The only Village Panchayat with no income from

Registration Fees is Edamalakkudy as the avenues for charging this Fee is absent in
|
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the Panchayat. Rent, Market Receipts, User Charges are not imposed by many Village

Panchayats, which could be echoing the poor revenue capacity of the Village

Panchayats. Income from Rent, Market Fees, User Charges and Income from

Investment is reported to be zero for 61, 632, 302, and 695 Village Panchayats during

2014-15 to 2019-20.

Table 2.8: Village Panchayats with Highest and Lowest Collection of Various Components

of Non-Tax Revenue

Licence Fee

Registration Fee

Permit Fee

Rent

Market Receipts

User Charges

Sale and Hire Charges

Fines
Income from Investment
Non-Tax Revenue

Per Capita Non Tax

Kuttiyadi (Rs. 8.1 Lakh/annum)
Kumily, Munnar, Adimali, Puthusseri

Angadippuram (Rs. 2.02
Lakhs/annum), Thirunavaya, Ajanur,
Chengala, Vengara

Kolazhy (Rs. 53.66 lakhs/annum),
Chorode, Cheranallur, Olavanna,
Karakulam

Kadakkal (Rs.1.88 Lakhs/ annum),
Perumbalam, Kodakara, Areekode

Vaniamkulam (Rs. 24.68 Lakhs),
Balaramapuram, Poovachal,
Pathanapuram, Navailkulam
Alathur (Rs. 31.36 lakhs/ annum),
Vadakkancherry, Kozhinjampara
Valapattanam (Rs. 71.20
Lakhs/annum) Azhikode,
Pappinisseri, Cheruvathur
Thiruvarpu (Rs.13.84 lakhs),
Cheruvathur, Olavanna, Pudusseri
Pudusseri (Rs. 26.67 Lakhs),
Kalluvathukkal, Ponmundam
Kolazhy (Rs. 1.41 Crores), Olavanna,
Kadakkal, Valapattanam
Valapattanam

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala

Edamalakkudy ( Zero
Collection), Vattavada,
Kanthalloor, Moonilavu,
Thalanad

Edamalakkudy (Zero
Collection), Anjuthengu,
Kanthalloor, Moonilavu, Pudur,
Edamalakkudy (Rs. 83.83 per
annum), Anjuthengu, Pudur,
Thalanad, Perumbalam
Edamalakkudy, Anjuthengu,
Vattavada, (61 VPs do not have
any income from this source.)
Edamalakkudy, Anjuthengu,
632 VPs did not report any
income from the source

Not levied by 302 VPs

Edamalakkudy (Rs. 3,828 per
annum) Onchiyam, Nedumudi

Edamalakkudy (Rs.877.17 per
annum, Malapattom, Kayanna
695 VPs do not have any
income from the source
Edamalakkudy (Rs. 0.87 Lakhs),
Anjuthengu, Thalanad
Anjuthengu, Edmalakkudy,
Anjuthengu, Thalanadu,
Belloor, Muttar, Cheruthana

Sixth State Finance Commaission

20/Page



Chapter 2. Own Revenue of Local Governments

IV-3 TAX REVENUES OF MUNICIPALITIES

2.27. The level of development and revenue effort varies across Municipalities too, which
is reflected in their respective Own Revenue mobilisation. Distribution of
Municipalities according to per capita Own Revenue is presented in Table 2.9. It can
be deduced from the table that there are wide variations in per capita Own Tax
Revenue and each individual taxes. Per capita Own Tax Revenue ranges from Rs.125
to Rs.2, 864.96. The property and Profession Taxes, the most important source of Own
Revenue of Local Governments show a wide range in their collection. Even prior to
the rolling out of GST, Entertainment and Advertisement Taxes were not levied by
Municipalities. Out of the 87 municipalities, only 75 had cinema theatres and 38 had
multiplexes. Theme Parks are operated in 9 Municipalities (Appendix 2.1). The
differences in the dispersion of tax bases for Entertainment Tax explains the wide
variation. Advertisement tax is underutilised even prior to the implementation of
GST. With GST, both taxes almost ceased to be collected.

Table 2.9: Inter Municipality Variations in Per Capita Own Tax Revenue Mobilisation
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<50 - - 2 2.3 56 64.37 87 100 86 9890 - -
50.01- 100 1 1.1 15 17.2 19 21.84 - - 1 1.10 - -
100.01 - 200 13 14.9 35 40.2 8 9.2 - - - - 5 5.7
200.01-500 43 49.4 30 34.5 4 4.6 - - - - 30 34.5
500.01-1000 23 26.4 4 4.6 - - - - - - 36 41.4
>1000 7 8 1 1.1 - - - - - - 16 18.40
Total 87 100 87 100 87 100 87 100 87 100 87 100

Sixth State Finance Commission 21/Page



Chapter 2. Own Revenue of Local Governments

5 X B>
RS x X £ %
=] x ) wn (>§ 2 n =
Z © — P [ =
0 - c o [T} <
x > oo § £ ¢
f_w © & S G c £ g
> o v 3 v w 3 £
= S ©= & tZ g
a a a 2 3 @
o (e = =
& (i)
Average Per 450.53 213.15 51.91
Capita Income
Minimum 84.30 27.14 0.00
Maximum 1794.81 1219.21 405.71
Coefficient of 68.46 78.10 129.43

Variation (%)

Advertisement Tax-

Nitmhere
Advertisement Tax-%
Other Taxes-Numbers

Other Taxes-%
Total Own Tax-
Total Own Tax-%

2.95 3.67 72221
0.00 0.00 125.00
16.54 83.30 2864.96
114.55 304.99 70.25

Note: The values of Average, Maximum and Minimum are the average for 2014-15 to 2019-20
Source: Computed from Saankhya Software, Information Kerala Mission, Government of Kerala

2.28.Top and tail end performers among the municipalities are presented in Table 2.10.

Thanur, Sreekandapuram, Payyoli, Pandalam, Parappanangadi are poor performers.

It might be due to the low level of economic development which deprives them of

the capacity to mobilise resources. Aluva Municipality with the lowest population

has the highest per capita Own Tax Revenue. Kalamassery, followed by

Thrikkakkara, Kottayam are the top end performers in Own Tax Revenue

mobilisation.

Table 2.10: Municipalities with Highest and Lowest Collection of Various Components of
Own Tax Revenue

Per Capita OTR

Average Own Tax
Revenue

Property Tax

Profession Tax

Aluva (Rs.2864.96), Kalamassery,
Thrikkakkara, Angamaly, Pala

Kalamassery (Rs. 16.88 Crores)
followed Thrikkakkara, Kottayam,
Palakkad, Alappuzha,Thrippunithura

Kalamassery (Rs.10.25 Crores)
followed by Kottayam, Palakkad,
Thrikkakkara, Thrippunithura,
Thiruvalla

Thrikkakkara( Rs. 9.43 Crores
followed by Kottayam, Kalamassery,
Palakkad, Alappuzha

Thanur (Rs.165), Panooor, Payyoli,
Sreekandapuram, Parappanangadi
Sreekandapuram (Rs.62.48 lakhs),
Piravam, Payyoli, Thanur,
Pandalam

Sreekandapuram (Rs. 42.53 Lakhs),

Piravam, Pandalam, Payyoli,
Thanur

Thanur (Rs. 18 Lakhs) followed by
Sreekandapuram, Payyoli,
Paravoor, Piravam
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Entertainment Tax  Kalamassery (2.88 Crores) followed Panoor, Sreekandapuram, Feroke,
by Palakkad, Kottayam, Chalakkudy,  Elloor, Nileshwaram with zero

Changanassery collection

Advertisement Tax  Marad (Rs.5.5 Lakhs), Sreekandapuram, Thirurangadi,
Pathanamthitta, Kasaragod, Cherplassery, Pattambi, Thanur,
Muvattupuzha Valancherry, Haripad

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya Software, Information Kerala Mission, Government of Kerala

IV-4 NON TAX REVENUES OF MUNICIPALITIES

2.29. Inter Municipality variations in non-tax revenue is given in Table 2.11. The Table
shows wide variations in non-tax revenue mobilisation by Municipalities. Per capita
non-tax revenue varies from Rs.33.64 to Rs.1,368.19. The variation is the highest for
Income from Investment as this does not constitute a source of income for relatively
poor Municipalities like Panoor, Sreekandapuram, Nileshwaram, Mananthavady etc.

Table 2.11: Variations in Per Capita Non-Tax Revenue

Amount in Rs.

Licence Fee 1.209 36.50 10.62 62.90
Permit Fee 0.024 208.34 13.84 231.49
Registration Fee 0.035 3.66 0.81 92.85
Other Fees 9.812 393.10 74.87 90.73
Rent 0.650 788.22 147.19 90.49
User Charges 0.018 117.56 9.68 169.98
Sale and Hire Charges 1.169 116.71 20.67 109.14
Income from Investment 0.000 119.16 3.77 385.64
Interest Income 1.898 118.30 25.87 79.03
Penalties and Fines 5.615 95.38 24.14 52.56
Other Income 0.456 50.90 5.85 123.65
Non-Tax 33.364 1368.19 399.28 64.09

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala

2.30. Table 2.12 gives the top and tail end performers of non-tax revenues. The toppers are
Thrippunithura, Thrikkakkara, Palakkad, Kottayam and Thanur, Harippad,
Sreekandapuram are tail-enders as seen in Table 2.12. The maximum non-tax revenue
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is collected by Thrippunithura followed by Thrikkakkara. Thanur Municipality

collects the minimum with Rs.24 Lakhs per annum as non-tax revenue.

Table 2.12: Municipalities with the Highest and Lowest Collections of Non-Tax Revenue

Licence Fee

Permit Fee

Registration Fee

Rent

Sale and Hire
Charges

Fines and
Penalties

Non-Tax Revenue

Alappuzha (Rs. 52.99 Lakhs) Kottayam,
Thrippunithura, Attingal, Gururvayur)
Thrikkakkara (Rs.1.23 Crores),
Thiruvalla, Elloor, Shornur,
Thrippunithura

Thrippunithura (Rs. 3.27Lakhs),
Nilambur, Chittoor-Thathamangalam,
Thrikkakkara

Palakkad (Rs. 2.83 Crores), Kottayam,
Thalassery, Perumbavoor

Vadakara (Rs. 8.35 Lakhs),
Thaliparamba, Thirurangadi

Kottayam (Rs.3.98 Crores), Palakkad,
Thrikkakkara, Alappuzha, Thalassery
Thrippunithura( Rs. 6.64 Crores),
Thrikkakkara, Palakkad, Kottayam

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala

Thanur (Rs. 0.84 lakhs), Paravoor,
Sreekandapuram, Anthur, Payyoli

Koilandy (Rs. 0.035 Crores),
Vadakkancherry, Haripad, Panoor,
Vaikkom

Panoor (Rs. 2,045.00 per annum)
Payyoli, Thanur, Harippad, Koduvally

Karunagappally (Rs 0.32 Lakhs),
Harippad, Thanur, Panoor,
Kottarakkara

Panoor (Rs. 0.67 Lakhs),
Ramanattukara, Thanur, Koduvally,
Vadakkancherry

Sreekandapuram (Rs. 2.96 Lakhs),
Thanur, Anthur, Payyoli, Erattupetta

Thanur (Rs. 24 Lakhs), Harippad,
Sreekandapuram, Erattupetta, Panoor

IV-5 TAX REVENUES OF MUNICIPAL CORPORATIONS

2.31. Property, Profession and Entertainment Taxes are the major sources of Own Tax

Revenue for Municipal Corporations. The average Own Tax Revenue mobilisation of

Municipal Corporations is given in Table 2.13. Average annual tax revenue of six

Municipal Corporations in Kerala is Rs. 320.08 crores per annum. Property Tax

constitutes the most significant source of Own Tax Revenue of the Corporations.
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Table 2.13 Municipal Corporation wise Average Collection of Various Sources of Own Tax

Revenue
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Rs. Crores
Property 55.50 13.80 77.44 20.55
Profession 39.56 5.76 28.10 | 10.27
Entertainment 4.25 1.80 5.33 2.41
Advertisement 0.67 0.20 0.73 0.14
Other Taxes 0.02 0.00 0.22 0.05
Own Tax Revenue 99.99 21.57  111.81 3341

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala
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IV-6 NON-TAX REVENUES OF MUNICIPAL CORPORATIONS

2.32. Non-tax revenue mobilisation by the Corporations is given in Table 2.14.

Table 2.14 Municipal Corporation wise Average Non-Tax Mobilisation

Total

200.80
98.68
18.94

2.06
0.31
320.80

Licence Fee 1.08 0.25
Registration Fee 0.03 0.01
Permit Fee 0.87 0.07
Other Fees 15.96 231
Rent 4.43 2.85
Sales and Hire Charges 0.91 0.36
Penalties and Fines 2.2 0.91
User Charges 1.01 0.82
Interest Income 4.09 1.07
Income from Investment 0 0

0.75
0.02
7.1
11.06
434
0.91

2.44

1.12
2.16
0.01

0.96
0.01
1.38
4.53
7.52
0.3

1.08

1.92

0.75
0.02

0.51
0.05
0.7
5.14
11.17
0.62

1.42

0.16

0.45
0.05

0.2
0.01
0.03
1.34
2.02

0.5

0.43

0.11

0.47
0.06
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Other Income 5.17 2.29 1.67 1.54 1.28 0.4
Total Non-Tax Revenue 35.75 10.95 31.6 20.01 21.56 5.58

Note: The values are the average for 2014-15 to 2019-20
Source: Computed from Saankhya software, Information Kerala Mission, Government of Kerala

2.33. The above analysis of inter Local Government variations is a matter of concern. It
might be due to the differences in the levels of development of the Local governments
and revenue effort. There exists immense scope for tapping additional Own Revenue
even within the existing legal and institutional framework.

V. Fiscal Domain of Village Panchayats, Municipalities and
Municipal Corporations - Sources of Own Revenue

2.34. Local Governments in Kerala historically enjoyed wider taxation powers compared
to their counterparts elsewhere in the country, as far back as the Acts of 1960s. Some
of the taxes like Profession and Entertainment Tax, which were the State taxes, were
assigned to Local Governments in Kerala. The major tax resources are Property,
Profession and Entertainment Taxes. The trends in each individual source of revenue
of the Local governments and issues related to the mobilisation of each source is
discussed below.

V.1 TAXES

2.35. Taxes constitute the foremost source of Own Revenue of Local Governments in
Kerala. Trends in tax revenue at current prices are given in Table 2.15 and at constant
prices are presented in Figure 2.3. The tax revenues mobilisation shows an increasing
trend for all tiers of the Local Governments. Nevertheless, the tax revenue
mobilisation declined in current prices during 2018-19 and 2019-20 for Village
Panchayats.
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Table 2.15: Trends in Tax Revenues of different Tiers of Local Governments

(Rs. Crores)
2009-10 193.67 109.43 128.72 431.83
2010-11 220.38 126.79 166.88 514.05
2011-12 267.61 153.52 204.26 625.39
2012-13 293.57 170.53 226.86 690.96
2013-14 323.47 201.84 253.00 778.30
2014-15 472.48 324.26 278.23 1074.97
2015-16 387.53 259.59 291.30 938.42
2016-17 544.40 305.33 333.62 1183.35
2017-18 664.91 322.98 330.84 1318.74
2018-19 583.47 330.53 335.69 1249.69
2019-20 562.69 339.09 355.08 1256.86

Note: The values are the average for 2014-15 to 2019-20
Source: Saankhya software, Information Kerala Mission, GoK (2015) Report of the Fifth SFC of Kerala

Figure 2.3: Trends in Own Tax Revenue of Different Tiers of Local Governments at

2011-12 prices
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Note: OT is Own Tax Revenue of all Local Governments ; Amount-Rs in Crores
Source: Same as Table 2.15
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The following are the taxes of Village Panchayats, Municipalities and Municipal
Corporations

V.1.1 Property Tax

2.36. Property Tax is a recurring tax levied by Local Governments on buildings and
appended land. It constitutes about 60 per cent of their Own Revenue. Section 230
to 233 of the Kerala Municipality Act, 1994 and Section 203 of Kerala Panchayat
Raj Act, 1994 empower Local Governments to levy Property Tax on all buildings
and appended land situated within the jurisdictional area of the respective Local
Governments. Followed by the recommendations of the First SFC, from 14th
January 2011 onwards Property Tax is leviable based on the plinth area of
buildings as per the Kerala Municipality (Property Tax, Service Cess, and
Surcharge) Rules 2011 and Kerala Panchayat (Property Tax, Service Cess, and
Surcharge) Rules 2011. Trends in the collection of Property Tax by different tiers
of Local Governments from the six year period from 2014-15 to 2019-20 is
presented in Table 2.16. The growth rate is relatively more for Village Panchayats.

Table 2.16: Property Tax Collection by Local Governments

Year Village Panchayat Municipality Municipal Corporation  Total

Rs Crores

2014-15 328.64 215.33 178.97 722.95
2015-16 233.81 134.34 163.76 531.92
2016-17 378.32 163.15 189.98 731.45
2017-18 494.21 201.91 209.34 905.47
2018-19 409.17 225.84 218.39 853.40
2019-20 392.65 221.39 244.37 858.42
AAGR 8.47 3.49 6.78 5.94

Note: The values are the average for 2014-15 to 2019-20
Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.1.2 Profession Tax

2.37. Profession tax is dealt with, in Sections 245 to 259 under Kerala Municipality Act,
1994 and in Sections 204, 205, and 205A to 205K under Kerala Panchayat Raj Act,
1994. Every company / person who transacts business / practices profession in the
Municipal / Panchayat area for not less than sixty days in the aggregate, for a half
year is liable to pay Profession Tax. It is levied based on half-yearly income. The
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Profession Tax slab showing the limits of half-yearly income and half-yearly tax rate
in Local Governments are given in Table 2.17.

Table 2.17: Profession Tax Slab Showing Limits of Half Yearly Income and Tax Rate

Slab Tax Rate
Up to Rs.11,999 Nil
Rs.12,000 to Rs.17,999 Rs.120
Rs.18,000 to Rs. 29,999 Rs.180
Rs.30,000 to Rs. 44,999 Rs.300
Rs.45,000 to Rs. 59,999 Rs.450
Rs.60,000 to Rs. 74,999 Rs.600
Rs.75,000 to Rs. 99,999 Rs.750
Rs.1,00,000 to Rs.1,24,999 Rs.1,000
Rs.1,25,000 onwards Rs.1,250

Source: Profession Tax Rules of Local Governments, Government of Kerala

2.38. Revenue mobilised from the Profession Tax for the six years taken up for analysis is
presented in Table 2.18. On an average, the tax grew at the rate of 5.96 per cent. The
highest growth is registered by the Corporations followed by Municipalities.

Table 2.18: Revenue from Profession Tax for the Local Governments
from 2014-15 to 2019-20

Rs in Crores

2014-15 139.83 77.86 71.64 289.32
2015-16 146.40 84.07 88.95 319.42
2016-17 155.46 92.17 99.95 347.57
2017-18 166.27 102.80 108.22 377.29
2018-19 173.33 98.93 115.49 387.75
2019-20 169.82 107.17 107.86 384.85
AAGR 4.01 6.74 8.98 5.96

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
|
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Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.1.3 Entertainment Tax

2.39. Local Governments in Kerala were empowered to levy and collect Entertainment Tax
as per the Kerala Local Authorities Entertainments Tax Act, 1961 at a fixed rate on
tickets for various entertainments. The Entertainment Tax was subsumed in GST
with effect from 01.07.2017 and thereby power to collect ET was taken away from
Local Governments. GST rate initially levied was 28 per cent. When the above rate
was reduced to 18 per cent, the Government permitted Local Governments to collect
ET at the rate of 10 per cent with effect from 16.11.2019. Later, the rate was reduced
to 8.5 per cent for tickets more than Rs. 100/- and 5 per cent for tickets less than
Rs.100/-. But no formal amendments were made in Act in this respect.

2.40. Entertainment tax collection declined at the rate of -10.99 per cent during the period.
The collection was the highest during 2016-17 for all tiers of Local Governments.
Since the shift over to the GST regime, the collection drastically declined for all tiers
as seen in Table 2.19.

Table 2.19: Revenue from Entertainment Tax for the Local Governments

Village Panchayat Municipality Municipal Corporation
Rs in Crores
2014-15 3.19 28.83 25.93 57.95
2015-16 6.39 38.58 34.77 79.73
2016-17 9.54 46.94 39.11 95.59
2017-18 3.79 14.95 10.59 29.32
2018-19 0.90 3.55 0.96 5.41
2019-20 0.20 4.98 2.31 7.49
AAGR -12.95 -9.72 4.53 -10.99

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.1.4 Advertisement Tax

2.41. Section 270 of the Kerala Municipality Act, 1994 and Section 209 of Kerala Panchayat
Raj Act, 1994 had empowered Local Governments to levy Advertisement Tax (AT)
on all advertisements within the jurisdictional area of the respective Local
Governments. With the advent of GST, Section 270 and 209 respectively of Kerala
Municipality Act, 1994 and Kerala Panchayat Raj Act, 1994 were repealed. Hence, no
Advertisement Tax can be levied and collected after 01.07.2017, resulting in loss of
revenue to all Local Governments. Even prior to the implementation of GST, the
Advertisement Tax was under-tapped. As in the case of Entertainment Tax, the
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Advertisement Tax collection also declined for all tiers as can be gauged from Table

2.20.
Table 2.20: Revenue from Advertisement Tax for the Local Governments
Year Village Panchayat Municipality Municipal Corporation Total
Rs in Crores
2014-15 0.47 1.79 1.58 3.83
2015-16 0.63 1.86 3.57 6.06
2016-17 0.84 2.06 3.74 6.65
2017-18 0.45 1.38 2.14 3.98
2018-19 0.02 0.27 0.80 1.09
2019-20 0.02 0.19 0.52 0.72
AAGR -19.56 -25.51 -1.85 -15.67
Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala
V.1.5 Show Tax

2.42. Where a Council by resolution determines to levy a show tax, such tax shall be levied,
subject to such rules as may be prescribed, on all shows within the Municipal area.
This tax could be levied in Village Panchayats under Section 200 (4)(i) of the Kerala
Panchayat Raj Act, 1994. This tax has also been subsumed in GST 01.07.2017. Table
2.21 shows the rate of tax as per Section 269 of the Kerala Municipality Act, 1994. In
Table 2.22 the revenue mobilisation from show tax between 2014-15 and 2019-20 is
presented.

Table 2.21: Minimum Rate per Show

1 Regular cinematograph exhibition 10/-

2 Other cinematograph exhibitions 20/-

3 Regular shows other than cinematograph exhibitions 20/-
conducted at the same place daily

4 Other shows 50/-
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Table 2.22: Mobilisation of Show Tax by Local Governments

2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
AAGR

1.47
1.86
2.30
2.03
0.80
0.13
-21.09

0.75
0.57
3.06
1.12
0.21
0.37
68.17

Rs in Lakhs

2.74
2.08
8.39
3.03
1.05
0.21
14.11

4.95
4.51
13.75
6.18
2.06
0.71
1.72

Note: The Show Tax includes Surcharge on show, the values are the average for 2014-15 to 2019-20,
AAGR- Average Annual Growth

Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.1.6 Tax on Animals and Vessels

2.43. Under Sections 260, 261, 262 of Kerala Municipality Act, 1994 the Council may, by
resolution, levy a tax on such animals and vessels of the kind specified in the rules

and kept or used within the municipal area. Every person having possession,

custody, or control of any taxable animal or vessel shall be liable for the full half-

yearly tax if the animal or vessel has been kept or used within the municipal area for

an aggregate period of not less than sixty days in a half-year. The urban Local

Governments in Kerala mobilised a paltry amount of Rs 17.73 lakhs for the six year
period 2014-15 to 2019-20.

V.1.7 Tax on Timber

2.44. As per Section 277, Kerala Municipality Act, 1994 the Council can levy tax on timber
kept within the Municipal area for sale at the rate not exceeding Rs.24/ tonne. This

can be levied only if any due thereon in this respect has not been paid earlier.

V.2 NON-TAX REVENUE SOURCES

2.45. Trends in the collection of Non-Tax revenue by different tiers of Local Governments
for the six year period from 2014-15 to 2019-20 are given in Table 2.23 total Non-Tax
revenues registered positive growth except in Block Panchayats (BP).
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Table 2.23: Non-Tax Revenue Mobilisation by Local Governments

Village Block District Municipality Municipal Total

Panchayat Panchayat Panchayat Corporation
(Rs. in Crores)

2014-15 137.10 14.89 16.75 124.83 89.07 382.64
2015-16 125.30 12.67 15.43 122.16 106.26 381.83
2016-17 142.86 14.07 16.15 137.71 131.61 442.40
2017-18 174.87 16.12 22.99 150.07 149.11 513.15
2018-19 192.03 11.42 26.15 161.04 136.29 526.94
2019-20 218.17 9.17 21.94 170.49 140.32 560.08
AAGR 10.25 -7.63 7.35 6.55 10.16 8.12

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala

The following are the important sources of non-tax revenues for Local Governments.

V.2.1 Licence Fees

2.46. Traditionally, Licence Fees have been a major source of revenue for the Local
Governments in Kerala. The important sources of Licence Fees are Industries,
Factories, Trades, other entrepreneurships, and other Licence Fees (IFTE & OS)
formerly known as Dangerous and Offensive (D&O) Licence Fees, imposed as per
Section 447, 448 of Kerala Municipalities Act 1994 and Section 232, 233 of Kerala
Panchayat Raj Act 1991. Places of Public Resort Licence, Kerala Cinematograph
Regulation Licence, etc are other important Licence Fees. The trends in the above
sources of licences are shown in Table 2.24.

Table 2.24: Licence Fee Mobilisation by Local Governments

(Rs. in Crores)

2014-15 6.13 3.77 1.04 10.95
2015-16 6.94 3.53 3.37 13.85
2016-17 8.18 4.93 3.21 16.32
2017-18 9.66 5.57 4.02 19.25
2018-19 9.73 6.13 5.28 21.14
2019-20 12.89 5.47 5.62 23.98
AAGR 16.46 9.08 56.12 17.10

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala
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2.47.1f any person desires to use any enclosed place or building as a place of public resort
or entertainment, an application is to be submitted to the Secretary of the concerned
Local Government (before 21 days) under Section 4 of the Places of Public Resort Act,
1963 and for renewal before 7 days, as per the provisions of Places of Public Resort
Rules, 1965.

2.48. Licence under Kerala Cinematograph Regulation (KCR) Act, 1958 and Cinema
(Regulation) Rules, 1988 to be obtained before making any cinematograph exhibition.
Licensing authority is the Secretary of the Local Government. On receipt of the
application after instruction within 15 days, the same is to be forwarded to the
Executive Engineer, Chief Electrical Inspector, and Health Officer for their reports
within 30 days.

V.2.2 Building Permit Fees

2.49. Under Section 382, 383 of the Kerala Municipality Act, 1994 and 235B, 235C of the
Kerala Panchayat Raj Act, 1994 and as per Kerala Municipal Building Rules, 2019 and
Kerala Panchayat Building Rules, 2019 as the case maybe, every person should obtain
a building permit before construction of any building after remittance of the Fees
prescribed as per the rules in the concerned Local Government. This is a good source
of revenue for Local Governments and is a major tool to regulate building
construction.

Table 2.25: Building Permit Fee Mobilisation by Local Governments

(Rs. in Crores)

2014-15 14.94 3.79 8.55 27.28
2015-16 16.49 2.88 23.17 42.55
2016-17 14.15 4.22 8.55 26.92
2017-18 17.12 7.12 7.93 32.17
2018-19 16.05 7.82 5.80 29.68
2019-20 18.29 9.58 6.94 34.81
AAGR 4.98 24.71 18.65 9.65

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala
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V.2.3 Registration Fees

2.50. Registration Fees are a significant source of non-tax revenue for the Local
Governments. Fees for registration of private hospitals, paramedical institutions and
tutorials constitute the major contributors to Registration Fees. All private hospitals
and paramedical institutions in the State have to be registered in the respective Local
Governments under Section 311 and Section 270 of Kerala Municipality Act 1994 and
Kerala Panchayat Raj Act 1994 respectively and as per the rules framed thereunder,
after remittance of the prescribed Registration Fees. All tutorial institutions in the
State have to be registered in the respective Local Governments under Section 507 of
Kerala Municipality Act, 1994 and Section 266 of Kerala Panchayat Raj Act, 1994 and
as per the rules framed thereunder, after remittance of the prescribed Registration
Fees.

2.51.Table 2.26 presents the trends in Registration Fee collection by the Local
Governments in Kerala. On average the collection declined for all tiers of Local
Governments. The highest decline is registered by the Corporations.

Table 2.26: Collection of Registration Fee by Local Governments

Village Municipality Municipal
Panchayat Corporation
(Rs in Crores)
2014-15 2.05 0.35 0.23 2.63
2015-16 2.04 0.29 0.11 2.45
2016-17 1.95 0.37 0.10 2.42
2017-18 1.87 0.30 0.09 2.26
2018-19 1.86 0.31 0.08 2.26
2019-20 1.80 0.32 0.12 2.25
AAGR -2.52 -0.32 -6.68 -3.04

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.2.4 Revenue from Rent on Lands and Buildings

2.52. All Local Governments are empowered to rent/lease out the buildings constructed
by them in their own property as per Section 215 of Kerala Municipality Act, 1994
and Section 198 of the Kerala Panchayat Raj Act, 1994 and to collect rent /lease
/ Licence Fees fixed by the Local Governments as per bye-laws. This is a major source

of income for most Local Governments as shown in Table 2.27.
)
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Table 2.27: Revenue from Rent of Local Governments

2014-15 28.99 48.46 25.15 102.59
2015-16 32.26 54.23 27.57 114.05
2016-17 36.14 58.34 30.62 125.10
2017-18 40.06 64.56 37.30 141.92
2018-19 43.71 67.45 28.87 140.03
2019-20 42.66 63.78 44.48 150.93
AAGR 8.18 5.84 14.79 8.15

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.2.5 Fees and User Charges Collected by Local Governments

2.53. Local Governments can collect Fees for providing various services like parking lots,
including bus stands, lorry stands, other parking places, setting up comfort stations,
constructing slaughter houses etc. User charges are also being collected for providing
various services especially in the field of waste management. These also contribute
to the revenue of Local Governments. All Local Governments can farm out the
collection if they so decide.

2.54. Revenue mobilisation from this source grew annually by 10.85 per cent and User
Charges annually by 17.46 per cent as can be seen in Table 2.28.
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Year

2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
AAGR

Year

2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
AAGR

Note: The values are the average for 2014-15 to 2019-20, AAGR- Average Annual Growth
Source: Saankhya software, Information Kerala Mission, Government of Kerala

V.2.6 Fines, Late Fees and Penalties

Chapter 2. Own Revenue of Local Governments

Table 2.28: Revenue from Different Fees and User Charges

Village
Panchayat
17.1
16.45
21.72
21.04
25.34
42.46
22.62

Village
Panchayat
4.02
4.61
5.33
5.87
5.64
6.44
10.1

Collection of Fees (Rs. In Crores)

Block District Municipality
Panchayat | Panchayat
0.15 0.28 34.89
0.17 0.07 29.97
0.57 0.17 38.38
0.24 0.08 32.52
0.56 0.64 32.18
0.31 0.14 36.22
53.54 128.71 2.04
Collection of User Charges (Rs. In Crores)
Block District Municipality
Panchayat = Panchayat
0.12 0.05 1.56
0.23 0.12 2.01
0.2 0.12 4.44
0.13 0.14 5.08
0.15 0.51 3.49
0.03 0.09 7.26
-0.33 62 47.73

Municipal
Corporation

31.71
25.99
42.84
46.73
44.34
50.44
12.91

Municipal
Corporation

4.27
3.1
8.47
4.44
5.84
4.73
22.15

Total

84.13
72.66
103.68
100.62
103.05
129.58
10.85

Total

10.02
10.07
18.56
15.66
15.63
18.55
17.46

2.55. The Fines that can be levied on conviction for breach of law under various Sections

of the Kerala Municipality Act, 1994 and Kerala Panchayat Raj Act, 1994 are given in

Schedule IV and Schedule VI of the respective Acts. Fines for continuing breaches are

also given in Schedule V and Schedule VII of the respective Acts. The Secretaries of

the Local Governments are also empowered to compound such offences as per Kerala

Municipalities (Compounding of Offences Rules) 1996 and Kerala Panchayat

(Compounding of Offences Rules) 1996, in cases where the offenders concede to the

offence and give requisition for compounding of the offence realising minimum of

25 per cent up to 50 per cent of the Fine mentioned in the respective Schedules. The

above Rules are to be suitably amended incorporating all the Sections added later

and are discussed subsequently.
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Chapter 2. Own Revenue of Local Governments

2.56.Table 2.29 shows tier wise collection of Fines, Fees and Penalties by Local
Governments between 2014-15 and 2019-20. Fines and Penalties collected by the
Local Governments increased at the rate of 11.73 per cent during the six years.

Table 2.29: Collection of Fines and Penalties by Local Governments

Year Village Block District Municipality Municipal
Panchayat Panchayat Panchayat Corporation
Rs. in Crores

2014-15 13.30 0.15 0.28 7.70 7.53 28.95
2015-16 9.53 0.17 0.07 6.35 5.65 21.78
2016-17 15.22 0.57 0.17 8.84 8.43 33.23
2017-18 21.92 0.24 0.08 10.55 8.34 41.13
2018-19 18.91 0.56 0.64 13.47 8.91 42.49
2019-20 17.23 0.31 0.14 14.33 12.07 44.09
AAGR 10.56 53.54 128.71 15.01 13.11 11.73

Note: The values are the average for 2014-15 to 2019-20
Source: Saankhya software, Information Kerala Mission, Government of Kerala

VI. Fiscal Domain of Block and District Panchayats

2.57. Interestingly, Block Panchayats (BP) and District Panchayats (DP), which, in the strict
sense, do not have much formal power of raising resources, have been able to raise
significant amounts, details of which are given below. The sources of revenue for the
BPs and DPs are the following:

1. Rent

Other Fees

Penalties and Fines

User Charges

Income from Investments and Interests

Sale and hire charges

NSO N

Other Income

2.58.5Sale and Hire charges, Rent from auditoriums and buildings owned by BPs and
different kinds of Fees (Right to Information Act (RTI) Fees, application Fees etc), sale
of tender forms, usufructs, trees etc. forms the major sources of revenue for BPs.
Revenue mobilisation of BPs from 2014-15 to 2019-20 is presented in Table 2.30.
Overall, there had been a decline in revenue mobilisation by the BPs.
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Table 2.30: Own Revenue Mobilisation by Block Panchayats

NEome Sales Total Non-
Penalties User From Interest . Other
. and hire Tax
and Fines Charges Invest- Income Income
charges Revenue
ment
Rs. in Crores

2014-15 1.17 0.15 0.16 0.12 0.32 8.90 1.97 2.10 14.89
2015-16 1.76 0.17 0.19 0.23 0.29 7.05 1.04 1.94 12.67
2016-17 1.18 0.57 0.15 0.20 0.40 9.02 0.50 2.06 14.07
2017-18 2.10 0.24 0.29 0.13 0.51 8.45 1.27 3.13 16.12
2018-19 2.32 0.56 041 0.15 0.15 5.20 1.89 0.74 11.42
2019-20 0.43 0.31 0.29 0.03 0.11 3.01 2.41 2.58 9.17
AAGR 4.98 53.54 21.79 -3.33 -7.88 -15.96 26.30 44.83 -7.63

Note: The values are the average for 2014-15 to 2019-20
Source: Saankhya software, Information Kerala Mission, Government of Kerala

2.59.The DPs in Kerala too have limited revenue raising powers. The Own Revenue
mobilisation by DPs increased at the rate of 7.35 per cent during the six years. Income
from Sales and Hire Charges constitute the relatively major source of Own Revenue
for the DPs in Kerala as shown in Table 2.31.

Table 2.31: Own Revenue Mobilisation by District Panchayats

Income
: Sales Total
Other Penalties User From Interest Other

Rent . and hire Non-Tax
Fees and Fines Charges Invest- Income Income
charges VIS

ment

(Rs. in Crores)

2014-15 0.54 0.28 1.10 0.05 0.35 1.86 12.42 0.15 16.75
2015-16  0.53 0.07 0.97 0.12 1.04 1.42 10.75 0.5 15.43
2016-17  0.87 0.17 0.67 0.12 0.31 1.20 12.75 0.06 16.15
2017-18  0.79 0.08 1.29 0.14 0.54 2.04 16.52 1.60 22.99
2018-19 1.63 0.64 1.74 0.51 0.29 2.36 18.54 0.45 26.15
2019-20 1.00 0.14 2.05 0.09 0.54 2.46 14.02 1.62 21.94

AAGR 24.38  128.71 20.39 62.00 48.32 10.23 4.51 566.56 7.35

Note: The values are the average for 2014-15 to 2019-20
Source: Saankhya software, Information Kerala Mission, Government of Kerala
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VII. Issues Related to Local Government Revenues

VII.1 TAXES

VIIL.1.1 Property Tax

2.60. With the subsuming of Entertainment Tax in GST and the stagnation of Profession
Tax due to non-revision of the ceiling fixed 33 years ago by the Constitution of India,
Property Tax has emerged as the most important and productive source of revenue
with increasing potential. It is a naturally progressive tax and easily assessable and
collectable. That it is non-mobile, the base of the tax is fixed and cannot be shifted out
enhances its value. Yet, overall, this source has not been effectively tapped for several
reasons, the important ones of which are listed below.

(1) There is a general unwillingness to impose tax rate at a higher band, on the part
of Local Governments, even in relatively prosperous areas. Most of the Local
Governments go for the lower end of the permissible tax band, which is
prescribed by the Government, even in the case of flourishing non-commercial
properties. The ranges for fixing of Property Tax rates by the Local Governments
are given below. The rates fixed by the Local Governments for different types of
buildings are given in Appendix 2.2

Table 2.32: Ranges for Fixing of Property Tax Rates by the Local Governments

Sl. Types of Buildings Tax Rate (Rs. Per sq. ft of floor area)
No. Village Municipality Municipal
Panchayat Corporation
1. For Residential Purpose 3-8 6-15 12-20
2. Hospitals 3-8 6-15 15-20
3. Ayurveda Wellness Centres 150-160 - -
4, Education Institutions 3-8 6-15 15-20
5. Auditorium, Canteen, Workshop within the 3-8 - -
compound of the educational institution and
used for its sole purpose
6. Amusement Park 20-40 30-50 50-60
7 Assembly Building, Convention Centre, 20-40 30-50 50-60
Auditorium, Kalyanamandapangal, Lodge,
Cinema Theatre etc
Resorts 80-90 80-90 85-90
9. Mobile Telephone Tower 400-500 400-500 500
10. Residential Home Stay 10-25 20-45 -
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Sl. Types of Buildings Tax Rate (Rs. Per sq. ft of floor area)
No. Village Municipality Municipal
Panchayat Corporation

11. Private Hostels and Homestay 30-60 - -

12. Office Space (Including Industrial Office 30-50 40-70 70-90
Building)

13. Buildings of Industrial Units Registered under 15-25 25-45 50
the Micro Small and Medium Enterprises
Development Act, 2006 (27 of 2006)

14. Requirements for other Industries 40-60 50-70 70-90

15. Hotel, Restaurants, Shops, Warehouses with 50-70 70-90 100-120
floor area above 100 sqm for commercial
purpose

16. Hotel, Restaurants, Shops, Warehouses with 30-60 40-70 70-90
floor area up to 100 sqm for commercial
purpose

17. Super market, shopping malls with floor area 70-90 90-140 140-160
above 200 sq. for commercial purpose

18. Super market, shopping malls with floor area 30-60 40-70 75-90
up to 200 sqg. for commercial purpose

19. Buildings for commercial purpose such as 30-60 40-70 75-90
Bunks, Petty Shops, Computer Centre, Fuel
Station

20. Industrial purpose such as khadi shed, cashew 10-20 15-30 30-40
nut factory, catle stock shed etc

Source: Sanchaya software, Information Kerala Mission, Government of Kerala

(2) Before 1994 the taxes were revised once every five years based on the decision

and direction of the Government. After the general tax revision in 1994, based on
the recommendation of the First SFC, it was decided to go in for the plinth area-
based Property Tax assessment. Though this decision was taken in 1997 itself,
due to various reasons including the focus on local planning, especially in the
early years of the People’s Plan, it took several years to operationalize. The
Panchayati Raj and Municipality Acts were amended to this end, but the rules
were framed only in January 2011 and the new system was to be effective from
1st April 2011. But this was shifted to 1st April 2013 and later in respect of the
pre-existing buildings, was further shifted to 1st April 2016. Thus, delay in the
formulation of Act and Rules and later unnecessary postponing of the date of
effect severely affected the realization of Property tax and hit the Local
Governments hard. Moreover, the rate of Property Taxes was fixed more than
ten years ago and have not been revised since then. More importantly, the
construction boom in the State could not be tapped to increase local revenues.
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(3) Even after Government decisions, many Local Governments showed an
inordinate delay in revising the tax. It is understood that even after five years, 29
Municipalities and one Corporation have not completed tax revision till date.

(4) As per the original policy decision, all owner-occupied residential buildings
having a plinth area of and up to 30 sq. belonging to families below the Poverty
Line (Section 235 1i of KM Act,1994). only were exempted from Property Tax.
Going against the opinion of Local Governments, the Government enhanced it to
60 sq. m with effect from 2015-16 and no amendments was made to this effect in
the Act.

(5) Originally residential buildings of widows and parents of soldiers killed in action
above were exempted from Property Tax. Later, this has been extended to the
following categories also.

i.  Ex-servicemen/widows of ex-servicemen for houses up to 2,000 sq. ft.
as per G.O. (MS) No.242/2013/LSGD dated 02.07.2013.

ii.  Retired Indian Coast Guard personnel or their widows with effect
from 2019-20 as per G.O.(MS)No0.150/2019/LSGD dated 25.11.2019.

iii.  Retired Central Armed Forces personnel or their widows from 2021-22
as per G.O.(MS)No.60/2020-21/LSGD dated 20.02.2021.

iv.  Retired soldiers of Assam Rifles or their widows as per G.O.
(MS)No.69/2021/LSGD dated 25.02.2021.

Obviously, there will be pressures from other groups to get exempted.

(6) Many agencies owned by the Government of India like BSNL have later become
commercial companies. But even after Government instructions, many of the
Local Governments have not been able to bring them under the Property Tax net.

(7) Government of India properties are exempted from Property Tax as per Article
285(1) of the Constitution of India. But based on the recommendations of the
Union Finance Commission (UFC), service charges can be levied. This is often
not done scientifically. The Property Tax levied on various Central Public Sector
Enterprises (CPSEs) are given in Appendix 2.3

(8) All government educational institutions are naturally exempted from Property
Tax. But even the unaided educational institutions up to higher secondary level

]
Sixth State Finance Commission 42 [Page



Chapter 2. Own Revenue of Local Governments

which charge huge Fees from their students. The number of buildings exempted
from Property Tax are given in Table 2.33.

Table 2.33: Number of Buildings Exempted from Property Tax by Local Governments

Village Panchayat Municipality Municipal

Corporation
No. of % No. of % No. of % No. of %

Buildings Share  Buildings Share Buildings | Share Buildings Share
Residential 18,65,228 18.82 94,772 5.19 21,718 0.74 19,81,718 13.52
Buildings (Below
660 Sq. Ft)
Other Buildings 8,928 0.09 4,888 0.27 5,009 0.17 18,825 0.13
Total Buildings 1,05,13,141 100 20,52,453 100 27,12,187 100 1,52,77,781 100
(All Types)

Source: 6™ SFC data collected from Local Governments, 2021

(9) Similarly, all government hospitals are exempted from Property Tax. The rate of
tax on private hospitals including those which are purely of a commercial nature
is relatively low.

(10) A surprising decision was taken in 2015 that no enhancement is permitted for
residential buildings constructed prior to 14.01.2011 having plinth area up to
2,000 sq. ft., Property Tax shall be levied and they were allowed to continue with
the existing old rate. For residential buildings above 2,000 sq. ft,. the
enhancement is limited to 25 per cent. This goes against the principle of fairness
and is of doubtful legality. It perpetuates a mistake made earlier.

(11) For commercial buildings, there is a concession of five per cent for each floor
above the ground floor which again does not stand to reason.

(12) In Kerala, there are a lot of vacant houses, most of which are constructed by well-
to-do people. They are given vacancy remission and this is not just.

2.61.Issues relating to the loss/change in data when Property Tax Sanchaya software
updation is carried out, is another problem in respect of Local Governments.
Sometimes Unauthorized constructions (UAC) buildings assessed as per Section 242
of the Kerala Municipality Act, 1994 giving UAC numbers are shown as regular
numbers. Issues are also there related to buildings which were earlier given Vacancy
Remissions under Section 239 of the Kerala Municipality Act, 1994 and for such
buildings, arrears are erroneously generated at times especially after updation of

software. Sometimes taxpayers can pay the current tax, even if when actually there
Y
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are tax arrears for the building since the demand for the same is not generated due
to software issues. Later when the mistake is found out, the taxpayers are often
reluctant to clear the dues. All these will lead to revenue loss for Local Governments
and unnecessary tussle with the taxpayers, creating unnecessary hardships for all.

2.62. As per GO.18/2011/LSGD dated 14/01/2011 there were 9 factors for additions and
concessions for determining the Tax, namely

(1) Zone (Location of Building)

(2) Road access

(3) Age

(4) Type of Roof

(5) Airconditioning

(6) Type of Floor

(7) Type of wall

(8) Usage

(9) Area of the Building based on different rates for different slabs.

As per GO 100/2013/LSGD Dt.15/03/2013, the above 9 factors were revised
omitting the last three ones and making changes in items V and VI with effect from
01/04/2013 for the tax revision of all old buildings. The buildings constructed as on
14/01/2011 were assessed on the basis of the old 9 factors and the tax of such
buildings were to be subsequently reduced w.e.f. 01/04/2013. This was not
addressed in the software. Hence, Local Governments which had timely done the tax
revision work, are facing problems related to collecting the old arrears of tax which
are actually non-existent and such issues are to be sorted out.

2.63. The Sixth SFC commissioned two studies, one for rural areas by the Centre for Socio-
Economic and Environmental Studies (CSES) and for urban Local Governments by
Maithri. The studies have revealed several issues such as:

(1) Lack of proper database on taxable properties,

(2) Improper zoning, not tracking the modifications of buildings,

(3) Improper taxation for buildings of the same purpose,

(4) Non-taxation of unauthorized buildings,

(5) Overlooking the change of usage of buildings,

(6) Deliberately omitting flats and built-up areas from apartment complexes and
or manipulating the floor area,
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(7) Ignoring re-constructed or renovated buildings and collecting tax at the old
rates,

(8) Non-notice of conversion of residential into a commercial complex and

(9) Ignoring home-based office and commercial activities.

2.64. These deficiencies suggest the following;:

(1) Lack of transparency in tax assessment.

(2) Lack of citizen involvement in assessment of taxes.

(3) Sin of silence or collusion on the part of the officials.

(4) Manipulation of data regarding age of the building, the width of roads, etc.
(5) Lack of accountability in assessment and collection.

(6) Poor oversight in assessment and collection.

Obviously, many of these smells of malfeasance and corruption and constitute a
crime by defrauding the citizens of resources for critical civic functions.

2.65. As per G. O. (Ms.) No. 59/2011/LSGD dated, Thiruvananthapuram, 26th February
2011, Property Tax Board was constituted in our State also, to satisfy a mandatory
condition of the Thirteenth Finance Commission (Annexe 2.1), but it was not
operationalised.

VII.1.2 Profession Tax

2.66. (1) The slabs were set on the basis of Article 276 of the Constitution as amended
in 1988 and the Rules were framed in 1996 in Panchayats and 2005 in
Municipalities and need a revision in keeping with the change in money value.
The Table 2.34 presents the slab wise distribution of employees in Kerala. The large
number of employees in the highest slab is indicative of the tax potential of
Profession Tax, if the rates are revised.

Table 2.34: Slab wise Numbers of Employees of Establishments Assessed to Profession
Tax

Professional Tax Village Municipality Municipal
Slab Panchayat Corporation
In Rs.
Rs.12,000 to 51,999 25,823 10,356 88,178

Rs.17,999
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Village

Municipality

Municipal
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Rs.18,000 to
Rs. 29,999
Rs.30,000 to
Rs. 44,999
Rs.45,000 to
Rs. 59,999
Rs.60,000 to
Rs. 74,999
Rs.75,000 to
Rs. 99,999
Rs.1,00,000 to
Rs.1,24,999
Rs.1,25,000
onwards
Total

Source: 6™ SFC data collected from Local Governments, 2021

Panchayat
46,867

62,359
57,811
60,305
81,607
90,767
3,51,275

8,02,990

67,728

3,65,854

2,71,068

2,55,624

1,66,328

90,880

7,61,362

20,04,667

Corporation

26,544

38,016

62,416

78,262

87,484

60,768

98,021

4,61,867

1,41,139

4,66,229

3,91,295

3,94,191

3,35,419

2,42,415

12,10,658

32,659,524

(2) There is a huge “escaped” tax in this area, particularly in respect of employees in

private businesses and establishments and self-employed professionals.

(3) There is no linking of data even within Local Governments to capture potential

assessees of Profession Tax, let alone linkage with databases of the GST

Department, Labour Department, etc.

(4) Non-implementation of accepted decision of Union Finance Commissions has

resulted in the upper limit stagnating for more than a quarter of a century.

VII.1.3 Entertainment Tax

2.67. Entertainment tax was historically a major source of revenue for Local Governments

even with relatively low collection efficiency and high leakages. The Constitutional

amendment had exempted Entertainment Tax from GST if it is collected as a local

tax. In Kerala, somehow probably by mistake it got subsumed in the GST. To

exemplify, GST for entertainment was levied at 28 per cent initially and later reduced
to 18 per cent. In Kerala, Entertainment Tax had been collected since 1961 at the rate

of 24 and 48 per cent of the price of admission to cinemas and other entertainment,

respectively. The rate for cinema was later reduced to 20 per cent. The entire amount

was accrued to the Local Governments. But with advent of GST the State gets only 50

per cent of the total ET collected under GST, i.e., equivalent to 9 per cent of tax.
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2.68. When GST on entertainment was reduced from 28 per cent to 18 per cent, Kerala
ordered collection of Entertainment Tax by Local Governments at 10 per cent with
effect from 16-11-2019. Later it was reduced to 8.5 per cent for tickets more than
Rs.100/- and 5 per cent for tickets less than Rs.100/-. But no amendments have been
made to the Entertainment Tax Act. Now with the on-set of the pandemic, the tax has
collapsed completely and recently Government have exempted theatres from paying
Entertainment Tax till 31st December 2021.The revenue loss sustained was huge as
shown in Table 2.35.

Table 2.35: Revenue Loss of Entertainment Tax after the Implementation of GST

(in Rs Crores)

2009-10 4.33 11.80 12.37 28.5 = =
2010-11 4.19 16.70 15.47 36.36 - -
2011-12 4.03 14.00 20.03 38.06 = =
2012-13 4.83 17.75 24.31 46.89 - -
2013-14 4.69 24.03 24.39 53.11 = =
2014-15 2.61 28.83 25.93 57.37 - -
2015-16 5.13 38.58 34.77 78.48 = =
2016-17 7.29 46.94 39.11 93.34 - -
2017-18 2.8 14.95 10.59 28.34 111.00 -82.66
2018-19 0.66 3.55 0.96 5.17 132.00 -126.83
2019-20 1.35 4.98 2.31 8.64 156.98 -148.34

Source: Saankhya software, Information Kerala Mission, Government of Kerala (from 2014--15 to 2019-20), GoK
2015, The Report of the Fifth State Finance Commission of Kerala

2.69. The Entertainment Tax prior to the implementation of GST, had grown on an average
at the rate of 18.92 per cent at current prices. Estimated collection for the post GST
period was estimated by imputing this growth to the 2016-17 and subsequent years.
Loss to the Local Governments is the difference between the estimated collection and
the actual collection of Entertainment Tax during the period. The decline in the
collection of Entertainment Tax is graphically presented in Figure 2.4.

|
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Figure 2.4: Trends in Entertainment Tax Collection from 2009-10 to 2019-20
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Note: OT is Own Tax Revenue of all Local Governments and Values are indexed to 100 in the initial year 2009-10
Source: Same as Table 2.35

2.70. Of course, this is not the right time to go in for enhancing Entertainment Tax. But
going by the core principle of GST, it has to be revenue neutral which obviously has
not been the case for Local Governments. Out of the 1034 Local Governments (Village
Panchayats, Municipalities and Corporations) only 183 have Cinema theatres, and 81
have Multiplex Theatres under their authority. Also, there are 24 Local Governments
having Theme Parks being operated in their jurisdiction (Appendix 2.1).

VIL.1.4 Advertisement Tax

2.71. The potential of Advertisement Tax which is very high in a consumer oriented State
like Kerala has never been realised and fully tapped. Advertisement tax was collected
by Local Governments by virtue of Section 271 of Kerala Municipality Act, 1994 and
Section 209 of Kerala Panchayati Raj Act, 1994. With the advent of GST, Government
of Kerala as per Section 173(vi and vii) of Act 20 of 2017 (The Kerala State Goods and
Services Tax ACT, 2017 Notification No. 10017/Leg.A2/2017/Law Dt 16/09/2017)
has amended the Acts as follows:
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(i) in the Kerala Panchayat Raj Act, 1994 (13 of 1994) section 209 omitted.
(ii) in the Kerala Municipality Act, 1994 (20 of 1994) section 271 omitted.

As per clause 2(a) to the Notification No. 12/2017-Central Tax (Rate) dated
28.06.2017, “advertisement” means any form of presentation for promotion of, or
bringing awareness about, any event, idea, immovable property, person, service,
goods or actionable claim through newspaper, television, radio or any other means
but does not include any presentation made in person.

2.72. But all other provisions regarding the regulation of erection of advertisement boards
still vest with the Local Governments. The subsuming of Advertisement Tax in GST
has resulted in huge loss to Local Governments as shown in Table 2.36.

Table 2.36: Revenue Loss of Advertisement Tax after the Implementation of GST

(Rs. in Crores)

2009-10 0.32 0.89 1.49 2.7 - -
2010-11 0.33 0.94 1.97 3.24 = =
2011-12 0.35 1.18 2.59 4.12 - -
2012-13 0.43 1.05 3.76 5.24 = =
2013-14 0.47 1.36 4.31 6.14 - -
2014-15 0.38 1.79 1.58 3.75 = =
2015-16 0.5 1.86 3.57 5.93 - -
2016-17 0.64 2.06 3.74 6.44 = =
2017-18 0.33 1.38 2.14 3.85 7.63 -3.78
2018-19 0.02 0.27 0.8 1.09 9.04 -7.95
2019-20 0.01 0.19 0.52 0.72 10.70 -9.98

Source: Saankhya software, Information Kerala Mission, Government of Kerala (2014-15 to 2019-20), GoK
2015, The Report of the Fifth State Finance Commission of Kerala

2.73. Using the method elucidated from the estimation of loss for Entertainment Tax, the
loss of revenue in the case of Advertisement Tax is computed. On an average the
Advertisement Tax registered a growth rate of 18.45 per cent at current prices and
declined at the rate of -145.85 per cent during the post GST implementation period.
The average loss for a year is estimated to be Rs 7.2 crores (average loss from 2017-18

to 2019-20)
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Figure 2.5: Trends in the Collection of Advertisement Tax from 2009-10 to 2019-20
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Note: OT is Own Tax Revenue of all Local Governments and Values are indexed to 100 in the initial year 2009-10
Source: Same as Table 2.36

VII.1.5 Service Cess/ Surcharge on Property Tax and Service Charge

2.74. Service Cess: Under section 208 and Section 230(4) respectively of Kerala Panchayat
Raj Act, 1994 and Kerala Municipality Act, 1994 Service Cess can be levied and
collected from all taxpayers. The minimum rate is 10 per cent of Property Tax
prescribed as follows:

Sanitation 4%
Water Supply 3%
Streetlight 2%
Drainage 1%

2.75.Surcharge: Under section 199 and Section 230(2) respectively of Kerala Panchayat Raj
Act, 1994 and Kerala Municipality Act, 1994 a Surcharge can be levied at the rate of
not more than 50 per cent of the Property Tax for providing any specific civic service
or amenity.
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2.76.Service Charge: Since the Constitutional provision prevents taxing the buildings
owned by the Union Government in the name of the Hon’ble President of India, no
Property Tax can be levied on such buildings. Since almost all Local Governments
are providing various services, a service charge could be levied as per Rule 30 of the
Kerala Municipality (Property Tax, Service Cess and Surcharge) Rules, 2011 from all
such buildings at the rate 75 per cent / 50 per cent / 33.33 per cent of the Property
Tax payable based on the services (Sanitation, Water supply, Street Light, Drainage)
provided by the Local Government as the case maybe.

2.77.Due to the lack of clarity, these provisions related to Service Cess, Surcharge and
Service Charge have not been fully utilized by the Local Governments with most of
them collecting the lowest rate. Service Charge imposed on various Union
Government institutions are given in Appendix 2.4.

VII.2 NON-TAX REVENUE

2.78. The major issue related to Non-Tax revenues of Local Governments is the abnormally
low rates in respect of some items and lack of periodic revision in respect of most
items. IFTE&OS has been fixed as a flat rate irrespective of the nature of the Local
Government. Also, the rates are quite low and would affect a potentially progressive
source of local revenue. Historically local Business Tax has been advocated by experts
as an ideal local tax. Of course, such a tax cannot be assigned to Local Governments
in India. Therefore, IFTE&OS should be seen as the closest approximation to Business
Tax. It has to be noted that units which pay such fees would create a demand factor
for better services enabling them to run profitably. In respect of services, a User
Charge can be collected. However, there is no system of relating the User Charges to
the cost of services. In the case of Rents, particularly for shopping complexes, the
increases are incremental on a low base fixed unscientifically. Periodic revision of
Rents is also not done systematically.

VIII. General Recommendations

VIII.1 AUGMENTATION OF TAX AND NON-TAX REVENUES

2.79.Own tax and non-tax map may be developed by the Local Governments digitally.
This would include the following;:
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(1) Preparation of a GIS map of all properties with separate marking of public
and private properties, showing their use and features necessary for fixing
Property Tax. This could be got prepared by utilizing the volunteers of the
National Service Scheme from Engineering Colleges and Polytechnics, on the
basis of a digital system to be developed for the purpose which could be
entrusted to a professional institution like IIT, Palakkad to be done under
Unnat Bharat Abhiyan.

(2) Data base of all licenced institutions and their staff should be collected from
the Local Government, GST Department and Labour Department and
collated. This will facilitate assessment of Profession Tax.

(3) For continuity, unique premises number may be generated. Detailed
recommendations would be given in the Final Report of SSFC.

2.80. There should be absolute tax transparency. The list of taxpayers, other revenues, and
the details of their tax including their over-dues should be generated automatically.
These details are to be made available for public scrutiny on the website of the Local

Governments with linkages to the website of Local Self Government Department
(LSGD).

2.81. Facilities for e-payment of all dues to Local Governments should be provided.

2.82. Special Kudumbashree units could be accredited and trained for taking up revenue
collection activities for which they should be paid a suitable collection charge. These
women could be equipped with robust handheld electronic devices for tax collection.

2.83. There should be distinct tax audit by the Kerala State Audit Department which will
focus on efficiency of resource mobilisation.

2.84. Penalties for knowingly allowing Tax and Non-Tax to escape should be equivalent
to the revenue loss due to negligence and recovered from the officials concerned.

2.85. The Demand Collection Balance (DCB) statement preparation system should be
restored and inspected by the Assistant Directors and Deputy Directors in the case of
Village Panchayats and the Regional Joint Directors in the case of Municipalities and
Corporations. Also, the Director of Panchayats and Director of Urban Affairs should
review the collection once in a quarter.
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2.86. The Finance Standing Committee should do a detailed review of DCB every month
and record its remarks. The Municipal Council / Panchayat Board of the Local
Government should hold quarterly reviews and record its comments and
suggestions. As a kind of disincentive, the names of Local Governments which do
not achieve 90 per cent collection of the demand should be publicized, and a nominal
cut in the non-SCSP and non-TSP Development Fund to the tune of one per cent be
made.

2.87. All the Local Governments may prepare a rolling Revenue Enhancement Action Plan
(REAP) with effect from 2022-23. As the first step, the Secretary of the Local
Governments should analyse the trend, source-wise, of all tax and non-tax revenues
in consultation with the key staff dealing with revenue. They should analyse the tax
base with reference to data. The field staff should do a random sample check of
assessees. Thereafter, the Secretary should prepare a Plan of Action for enhancing
revenues for the succeeding year. This should be examined by the Finance Standing
Committee and later by the Local Government and a decision taken. REAP should be
presented along with the annual budget.

VIII.2 CONSTITUTION OF LOCAL GOVERNMENT REVENUE BOARD

2.88. The Property Tax Board constituted as per G.O (MS) No 59/2011/LSGD dt 26th
February 2011 should be converted into a Local Government Revenue Board directly
reporting to the Secretary to Government, LSGD. It may be staffed by surplus officers
from the Performance Audit Wing, if it is abolished and from the officers of the GST
Commissionerate rendered surplus due to the introduction of GST. The Revenue
Board could have the following composition:

1. Secretary (LSGD) Chairperson
2. Secretary (Finance) Member
3. Secretary (Taxes) Member
4. Director of Panchayats Member
5. Director of Urban Affairs Member
6. Chief Town Planner Member
7. Two experts on part-time basis | Members

2.89.The Local Government Revenue Board should have district units staffed with
existing staff from the Performance Audit Wing as well as surplus staff from GST

Commissionerate. The district units would undertake field inspections as per the
Y
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schedule fixed by the Director of Panchayats and Director of Urban Affairs based on
the decision of the Board. The Board should have the following powers.

(1) To verify whether the officials are collecting Taxes and Non-Tax revenues as
per the Acts and Rules and/or as per the decision of the Local Governments.

(2) Issue directions to the Secretaries of the Local Governments which are not
acting in consonance with the Act and Rules to rectify shortcomings within
three months.

(3) In case the Local Government is found to be violating the Act and Rules, issue
necessary notice to the Local Government for giving its response and after
evaluating the response, the Board shall take the decision which shall be
binding on the Local Government.

(4) Guide the Local Governments in preparing rolling Revenue Enhancement
Plans and oversee their preparation and implementation.

(5) Monitor the collection of revenues by Local Governments with the help of the
Fiscal Research Cell in Kerala Institute of Local Administration (KILA).

(6) Advise the Government on making necessary changes in the Acts and Rules
to improve efficiency of Local Governments in mobilising revenues.

(7) Identify new sources of Tax and Non-Tax revenues for Local Governments
based on national and international experience and make appropriate
recommendations to the Government.

VIII.3 MEASURES TO IMPROVE THE SANCHAYA SOFTWARE APPLICATION
2.90. To address the issues, related to Sanchaya software the recommendations are:

(1) Make provisions for handheld electronic devices for collection of tax.

(20 Enable smooth SMS alerts for all the assessees related to timely intimation of
tax dues and provide acknowledgment while making online payments.

(3) Provide SMS alerts to assessees for remittance of tax as a reminder if not
remitted before the due date with details of amount to be remitted including
up to date late Fee / Interest.

(4) Incorporate provisions for entrusting tax collection of each wards / divisions
to concerned Bill Collectors / Clerks in Sanchaya software and setup SMS
alerts to them about the arrears cumulated in respective wards.
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(5) Make provision for creating profile for taxpayers and enable the profiles so
as to group the entire building numbers owned by them and enable single
payment.

(6) Provide web address for e-Payment in the demand notice itself for better
awareness among public.

(77 Make provisions for multiple e-Payment gateways involving and permitting
multiple banks to the convenience of Local Governments and see that the
amount paid online gets credited in the respective bank accounts / funds of
Local Governments simultaneously as and when the payments are made
with no extra charges recovered from the taxpayers.

(8) Facilitate and enable provision for making payments through all the Unified
Payments Interface (UPI) applications such as Google pay (GPay), PhonePe
etc. also, apart from payments using net banking, credit / debit cards etc.
presently allowed in case of e-Payments.

(9) Arrears are often erroneously generated in some assessments before 2013.
Correction mechanism needs to be provided.

(10) All the building permit software applications used should be integrated with
Sanchaya software.

(11) All the Forms prescribed in the Property Tax rules to be suitably modified to
suit online requirements

2.91. Software applications Sanchaya and Saankhya have to be fully integrated and made
online and synchronized effectively and collection taken in Saankhya has to be
updated in Sanchaya software automatically. A strict deadline has to be fixed to
complete the data entry related to posting all manual collections in the database. The
practice of collecting all Taxes and Licence Fees giving receipts manually has to be
done away within a time.

2.92. The issues arising in the new Municipalities and Kannur Municipal Corporation
(formed in 2015) need to be looked into seriously, especially those related to the
collection of arrears in the erstwhile Village Panchayats merged in the urban Local
Governments. As per GO.No0.540/2019/LSGD dated 6/3/2019 the date of tax
revision in Municipalities and Corporations alone have been shifted to 01/04/2016

from 01/04/2013. But in those newly formed urban Local Governments, this is made
]
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applicable by mistake to erstwhile Village Panchayats which were merged in the
urban Local Governments, and heavy losses are incurred as a result since almost all
the Village Panchayats had completed the tax revision work w.e.f. 01/04/2013 itself.

2.93. A fast and attentive robust complaint redressal and troubleshooting system /
mechanism to be in place at IKM headquarters and a team to be set up exclusively
for this purpose and all complaints cropping up need to be solved within hours on
receipt by email. Presently it takes days and even months to solve such issues
resulting in severe hardships to taxpayers and officials of Local Governments.

2.94. Once all Local Governments have completed the tax revision work, which has to be
done urgently within a fixed time frame (a time frame to be fixed in this matter) and
after finalisation of demand after data correlation and all updation in the database, a
platform showing the updated real-time data of all Local Governments may be made
available in the official websites of the Local Governments and LSGD. After this,
daily monitoring of the collection can be made online by the Regional Joint Directors
for Urban and Panchayat Deputy Directors for rural areas as the case may be and if
done properly the revenue collection of all Local Governments will drastically
improve and a healthy competition of all Local Governments will prevail in this
respect among all Local Governments.

2.95. Provisions also has to be made to generate the arear list of all taxes ward/ division
wise to make available to the concerned Gram Sabhas / Ward Sabhas /Ward
Committees. This also will help in fixing liability of tax arrears accumulated due to
non-collection and which cannot be legally collected due to limitation of time as
envisaged under Sections 539(1) and 243(1) respectively of the Kerala Municipality
Act, 1994 and Kerala Panchayat Raj Act, 1994, from the concerned officials of the
Local Governments responsible for the lapse.

IX. Source wise Recommendations

IX.1 TAX SOURCE

IX.1.1 Property Tax

2.96.In order to ensure buoyancy of Property Tax, the Fifteenth Union Finance
Commission had recommended linking of Property Tax to fair value of land. Later,

this condition was mandated by the Ministry of Finance as a pre-condition to allow
|
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enhancement of the borrowing ceiling of States during 2020-21. Government of
Kerala voluntarily accepted this and issued G.O. (MS) No.34/2021 Dt. 12.02.2021.

2.97. The Commission studied this concept and has come to the conclusion that it is very
useful for assessing Property Tax not only in urban areas but also in rural areas as
Kerala has a reasonably good system of assessing fair value and revising it
periodically and recommends its adoption. It is further recommended that since
linking to fair value would take care of two factors now used in fixing Property Tax,
namely, zone and road access, only the other four factors, namely, age, type of roof,
air-conditioning and type of floor may be retained. Currently, Property Tax is based
on a band of unit rate fixed by Government and Local Governments having the
freedom to set the rate within this band and further enhance it on the basis of its
location, accessibility, age of the building and luxury features.

2.98. The studies conducted for the Finance Commission on Own Revenue reveal that the
zoning is largely unscientific and, by and large, the Local Governments set a tax at or
near the lower end of the band. This is illustrated by the data collected by the SFC
from the Local Governments. Table 2.32 shows the existing minimum and maximum
tax rate which can be fixed by Local Governments for various types of properties.
Though the recommendation would improve things, before operationalizing them,
itis suggested that a quick assessment should be done in a sample of wards randomly
selected to ensure that there are no huge adverse implications for Local Governments
or for citizens.

2.99.On utilizing the fair value of land to reckon Property Tax, the following are the
recommendations:

(1) Itis recommended that only the minimum tax rate be fixed by the Government
and the Local Government be given the freedom to decide any rate above that.
Accordingly, only minimum rates are recommended for Local Governments.
For fixing the minimum rates no separate notifications need be insisted on.
Necessary amendments to this effect have to be made in the Kerala
Municipality Act and Kerala Panchayat Raj Act and the concerned Rules.

(2) In the case of Village Panchayats, they may be classified into urbanized Village
Panchayats and other Village Panchayats. For determining the urbanized
Village Panchayats, the classification given in the notification by Government
in G.O.(Ms).No.226/2021/LSGD dated 06/10/2021 is considered and
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recommended for fixing the rates. In the above notification, 398 Village
Panchayats comes under Category I, the G.O. is given in Appendix 2.5.

(3) Accordingly, the recommended rates for, urbanized Village Panchayats, other
Village Panchayats , Municipalities and Municipal Corporations are given in
Appendix 2.6

2.100. Immediately all Local Governments should complete the ongoing revision of
Property Tax by 31st March 2022, failing which, all the Government grants should be
withheld.

2.101.  From 1st April 2023 Property Tax may be revised every year as per money value,
instead of the current quinquennial revision subject to the condition that it shall not
be less than 5%. This should be done automatically by a government notification and
necessary provision may be made in the Kerala Panchayat Raj and Kerala
Municipality Acts.

2.102. The exemption from increase given to residential buildings up to 2,000 sq. ft. and
limiting the increase to 25 per cent to those residential buildings having more than
2,000 sq. ft. and 100 per cent for commercial buildings may be done away with. Such
exemption is untenable in the face of law. The fact that some of them might have paid
less taxes in the past indicates either their influence or laxity on the part of the Local
Government or both. Exemption would be unfair to the other taxpayers.

2.103.  All houses of and above 30 sq. m. should be brought under the Property Tax net.
However, for houses from 30 sq. m. to 50 sq. m., Property Tax may be collected at
half of the rates for other buildings.

2.104. Vacancy remission may be limited to 50 per cent of the tax for one building and
if an owner has more than one building, such buildings should attract the full
Property Tax.

2.105. Unaided schools should be brought under the tax net and considering their social
function, the rates could be as fixed for houses up to 3,000 sq. ft.

2.106. Tax exemption should be given only to parents and spouses of Armed Forces
personnel either martyred or maimed in action or during the performance of duty.
Exemptions given to retired personnel may be done away with.
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2.107.  All buildings of Central Public Sector Enterprises (CPSEs) / Companies should
be brought under the tax net. There should be a drive by Local Governments to
identify and list such properties.

2.108. Similar exercise may be done for Union Government offices and Service Charge
fixed. Details of Service Charge levied and charged on Union Government buildings
from 2014-2020 are given in Appendix 2.4. The current minimum rate of service
charge that can be levied by Local Governments is as follows in Table 2.37.

Table 2.37: Current Minimum Rate of Service Charge that can be levied on Union
Government Buildings by Local Governments

Condition Percentage

1. |If all services are fully given (Sanitation, Water 75% of Tax Leviable
Supply, Street Lighting, Drainage)
2. | If only partial services given 50% of Tax Leviable

3. If no services are given 33.33% of Tax Leviable

Source: Property Tax Rules of Local Governments in Kerala

2.109. As the Service Charge rate now has to be decided by the Local Governments,
most of them are fixing the minimum rate as shown in the third category (33.33
percent) in Table 2.37. Rule 30(2) of the Kerala Municipality and Kerala Panchayat

(Property Tax, Service Cess and Surcharge) Rules 2011 may be amended as shown in
Table 2.38.

Table 2.38: Proposed Service Charge that can be levied on Union Government Buildings
by Local Governments

Condition Percentage

1. If all services are fully given - 75% of Tax Leviable
(Sanitation, Water Supply, Street Lighting, Drainage)

2. If at least any one of the services is given 50% of Tax Leviable

3. If no services are given 33.33% of Tax Leviable
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2.110. Houses above 3,000 sq. ft. (278.7 sq. m) should be classified as luxury houses and
taxed at the rates as shown below, more than their Property Tax, as they come under
the purview of luxury tax as defined in Kerala Building Tax Act. In this context,
houses above 3,000 sq. ft. constructed on or after 14/01/2011 (Date of formulation of
Property Tax Rules) are proposed to be considered as luxury houses as per the rate
given in Table 2.39.

Table 2.39: Proposed Luxury Tax

3,000-5,000 50 % of the Property Tax

5,001-7,500 100 % of the Property Tax
7,501-10,000 150 % of the Property Tax
Above 10,000 200 % of the Property Tax

2.111.  The Property Tax rates for mobile towers may be revised. The current rate of tax
of mobile towers for all Local Governments is 400-500 per sq. m of land occupied.
This rate may be amended and may be fixed on the basis of fair value of land as per
the recommendations given in Appendix 2.6. Provisions may be given in the
Property Tax Rules to levy and collect the tax from the land / building owners on
whose premises the tower is erected.

2.112. In order to ensure tax compliance, the following recommendations are made:

I.  For all kinds of transactions or services related to buildings like transfer of
ownership, provision or upgradation of power connection, provision of
water supply connection, registration of wills, providing land and building
as security for loans, Property Tax remittance without dues, should be
mandatory and the person concerned has to produce the receipt from the
respective Local Government as evidence. Adequate amendments may be
made in the respective rules to accommodate the above provision.

II.  If any Property Tax assessee does not pay tax for more than three years, the
Secretary should have the power to direct disconnection of essential
services like electricity and water supply which shall be honoured by Kerala
State Electricity Board Ltd (KSEBL) and Kerala Water Authority (KWA).
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III.  For effective collection of the tax some more clarity is required related to the
existing coercive methods. Rules existent in Panchayats in this respect, may
be made applicable to urban Local Governments with suitable amendments
as explained below:

i. Even though it is stated that defaulters can be prosecuted and goods
confiscated to realize the tax in rule 19 of the Kerala Municipality and
Kerala Panchayat (Property Tax, Service Cess and Surcharge) Rules,
2011, the steps to be followed are not clearly defined. The demand
notice prescribed in Form No. 5 is only an intimation given to
assessees to pay the tax after fixing it under Rule 12(1). So suitable
amendments have to be made in the Rule. A new demand notice
form has also to be incorporated in the Rules for issuing to defaulters
clearly showing the details of tax arrears and provision has to be
made in the Sanchaya software so that it is generated automatically.

ii. In Panchayats no new rules are needed in this aspect as they have
rules for effective collection of dues, namely, Kerala Panchayat Raj
(Taxation, Levy and appeal) Rules, 1996, Kerala Panchayat Raj
(Manner of Service of Notices) Rules, 1996, Kerala Panchayat Raj
(Authorization of Trial of Offences) Rules, 1997 etc. Only they need
to be amended suitably. For urban Local Governments rules may be
framed on the basis of the above three rules as applicable in the urban
context.

iii. The Compounding of Offences Rule 1996 for Municipal
Corporations and Municipalities and 1999 rules applicable for
Panchayats may also be amended suitably (Proposal given in
Appendix 2.7.4(1) and Appendix 2.7.8(2))

IV.  The period of limitation for recovery of dues under Section 539(1) and 243(1)
of KM Act and KPR Act,1994 respectively, which is three years should be
enhanced to 12 years in tune with the Limitation Act (Appendix 2.7.2(7) and
2.7.6(11)).

2.113. The limit of writing off arrears of Property Tax which cannot be collected due to
reasons beyond the control of the Local Governments may be enhanced. Due to
various reasons like demolishment of buildings, non-collection of long pending

irrecoverable arrears where identification of the building and assessees are difficult
Y
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etc. heavy tax arrears are accumulating in Local Governments and their collection is
almost impossible. Unrealistic arrears of tax due to issues arising out of errors
occurring in the software especially at the time of software updation need also be
corrected.

2.114. Section 241 of the Kerala Municipality Act, 1994 has been omitted vide
amendment in Act 30 of 2009 w.e.f. 07/10/2009 and prior to that it was the duty and
liability of the owners of building to intimate to the Local Governments when their
buildings are demolished and if not they were then liable to pay the tax till the date
of intimation. After this amendment, they have been absolved of this liability
resulting in huge arrears. Hence suitable amendments may be made in Kerala
Municipality Act 1994 in this respect and Section 241 may be reinstated.

2.115. Local Governments especially those which are urbanising fast need to invest
substantial sums by way of capital expenditure. Most of the capital expenditure
results in substantial appreciation of property values, often resulting in wind fall
gains to individuals. It is only fair that such gains are shared with the Local
Governments for improving its civic performance.

2.116. Now Section 230(2) of the Kerala Municipality Act, 1994 has an enabling
provision to levy a Surcharge on any tax other than Profession Tax to provide any
specific civic service or amenity, provided of course, that if a tax or cess is already
being levied for the same purpose, no Surcharge shall be imposed. The limit of the
Surcharge is fixed as 50 per cent of the tax concerned.

2.117. The Commission recommends that the Surcharge may be renamed and specified
as Benefits Charge. The same may be levied up to 50 per cent of the Property Tax for
a period up to twenty years wherever there is a substantial appreciation of property
value due to up-gradation of the existing assets like road widening or creation of a
new assets like new roads, new bridges, shopping complex, stadia, tourism
infrastructure, water supply, sewerage, new street-lighting, laying underground
facilities for electricity, telephone, internet, etc. Benefits Charge may be levied for the
whole Municipality or for the areas benefitted. This provision may be inserted in both
the Kerala Municipality Act and the Kerala Panchayat Raj Act.
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IX.1.2 Profession Tax

2.118.

Till the Constitution is amended, the options in respect of Profession Tax are

limited. Therefore, the Commission can make only the following recommendations:

ii.

There should be an intensive drive to create a data base of potential Profession
Tax payers by collecting and collating data on establishments, employees from
the own data base of Local Governments, data base of Labour Department and
GST Department. Also, data from the Economic Census could be used for this
purpose. From each Local Government, selected staff members should be
given training by the KILA to do this. Teams may be deputed from the existing
Performance Audit Wing to provide help for carrying out this exercise.

Considering the fact that 33 years have elapsed since the slab rates were last
fixed, the Commission would recommend the following revision of the
existing slab showing rate of Profession Tax applicable to all Local
Governments for which the respective Schedules in Kerala Municipality
(Profession Tax) Rules 2005 and Kerala Panchayat (Profession Tax) Rules 1996
as recommended in Table 2.40.

Table 2.40: Rate of Profession Tax — Current and Proposed Rate

Range of Half Yearly Income Current Rate New Rate Proposed

(Rs) (Rs) (Rs)
Up to Rs.11,999 Nil Nil
Rs.12,000 to Rs.17,999 120 Rs.320
Rs.18,000 to Rs. 29,999 180 Rs.450
Rs.30,000 to Rs. 44,999 300 Rs.600
Rs.45,000 to Rs. 99,999 450/600/750 Rs.750
Rs. 99,999 to Rs. 1,24,999 1000 Rs.1000
Rs.1,25,000 onwards 1250 Rs.1250

IX.1.3 Entertainment Tax

2.119.

In view of the Entertainment Tax getting subsumed by mistake in the GST. It has

been brought to the notice of the Commission that Punjab, Haryana and Goa collect
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Entertainment Tax. Tamil Nadu enacted the Tamil Nadu Local Government
Entertainments Tax Act, 2017 and it is under implementation. In this context, the
Commission recommends that Government may amend the Kerala Local Authorities
Entertainment Tax Act to incorporate the following features. Entertainment should
include the following:

L. It shall be levied and paid to the local authority concerned a tax (hereinafter
referred to as the entertainments tax) on the following entertainments,
namely : -

i.  Cinematograph exhibition in the theatres.

ii. =~ Cinematograph film exhibited on television, screen through Video
Cassette Recorder or through Cable Television Network.

iii. ~ Television exhibition; amusements; recreation parlour; entertainments
provided by direct to home service.

iv. Any amusement, exhibition, performance, pageant, game, or sport,
whether held indoor or outdoor, to which the persons are admitted on
payment.

v.  Dance performances, musical performances, theatrical performances
including cultural programs, dramas, ballet to which persons are
admitted on payment

vi. Providing entertainment by way of cyber cafe and entertainment
parlours

vii.  River/boat cruise / boat rides / water sports or jet skiing

2.120. Under GST, Entertainment Tax would also be taxed leading to a cascading effect.
To reduce this, the Commission would recommend 10 per cent as the rate.

2.121. The following providers of entertainment shall pay registration/renewal
charges as in Table 2.41.
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Table 2.41: Proposed Registration / Renewal Charges to be remitted by Entertainment

Providers
Amount of
Registration
Category of Proprietor Charges /
RERENE]
Charges
Multiplexes Rs. 10,000/-
2.  Cinema halls or theatres other than multiplexes Rs. 5,000/-
3. Games on slot machines for commercial purpose within the jurisdiction of Rs. 5,000/-
the concerned Local Government
Games on slot machines on floating off shore vessels Rs. 10,000/-
Cable television / antennae / dish operators having connections but not Rs. 1000/-
exceeding 100 connections within the jurisdiction of the concerned Local
Government
6.  Cable television / antennae / dish operators having connections but not Rs. 2,500/-
exceeding 500 connections within the jurisdiction of the concerned Local
Government
7. Cable television and / antennae / dish operators having connections Rs. 5,000/-
exceeding 500 connections within the jurisdiction of the concerned Local
Government
Cyber cafe and entertainment parlours Rs. 2,000/-
Boat/river cruises, para sailing, go carts, water sports, boat rides, boat Rs. 1,000/-

sports and jet skiing

2.122.  Entertainment tax shall be levied in respect of each person admitted or deemed
to have been admitted on payment and the tax shall be due and recoverable from the
proprietor.

(1) Every proprietor or provider of entertainment shall submit returns relating to
tickets issued.

(2) If no return is submitted or a false return is submitted, the Assessing Authority
can assess the tax to the best of their judgement. In such cases, tax shall be five
times the tax avoided.

(3) Dues can be collected as if it were arrears of Land Revenue for which purpose
the Assessing Authority shall have the power of the Collector under the Revenue
Recovery Act. Also, dues should be collected by Magistrates on application as if
it were a Fine imposed by the Magistrate.

|
Sixth State Finance Commission 65/Page



Chapter 2. Own Revenue of Local Governments

(4) All tickets have to be issued through online as far as possible.
(5) All returns to be filed online and facilities to be made available for e-Payment etc.

(6) The Authority competent to assess the tax shall have all the powers of a Court
under the Code of Civil Procedure for the purpose of summoning and enforcing
attendance and compelling production of document.

2.123.  The State Government may move the GST Council to provide accurate data on
collection of Entertainment Tax for which unique code has to be assigned exclusively
for this item.

(1) The share of the Entertainment Tax received by the State Government under GST
should be passed down to Village Panchayats/ Municipalities/ Corporations
using the formula fixed for General Purpose Fund.

(2) Even after passing down this tax and Local Governments collecting their tax,
there is bound to be a gap which should be compensated by the State
Government using the following formula:

Ct=Et- At

Where,
C: is the compensation during the period t
E: is the estimated Entertainment Tax imputing the Annual Average
Growth Rate (AAGR) for five years prior to the implementation of GST,
which comes to 18.92 per cent
A:is the actual collection of Entertainment Tax during the year t

(3) The share of GST and compensation for loss for each year may be made by
September of the succeeding year.

2.124. In the case of theatres, issue of tickets and assessment of Entertainment Tax by
the Local Governments should be on the basis of a software. In the case of multiplex
theatres, using their own software, the owner should have the obligation to provide
a bridge software to push the data required by Local Governments.
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IX.1.4 Advertisement Tax

2.125. Advertisement tax, though a Local Government tax in Kerala, was subsumed in
GST with no scope for continuation unlike Entertainment Act. Therefore, the
following course of action is suggested.

2.126. The State Government may move the GST Council to provide accurate data on
collection of Advertisement Tax for which unique code has to be assigned exclusively
for this item.

2.127. The State may pass down the share of the Advertisement Tax received by the
State Government to Village Panchayats / Municipalities / Corporations, using the
formula adopted for General Purpose Fund. This amount should be given for each
year in September in the succeeding year.

2.128. There are lot of advertisements in the form of boards which are erected in public
places and also in private places by the side of roads which have implications for
human safety. Therefore, Local Governments may be authorized by amending the
Kerala Panchayat Raj Act and the Kerala Municipality Act to collect Licence Fees for
which the rates should be prescribed in the Rules.

IX.1.5 Service Cess /Service Charge on Property Tax

Service Cess

2.129. Most Local Governments are only levying the minimum rates only. Enhancing
the minimum rate as follows to 15 per cent of the Property Tax and making the
provision mandatory to all Local Governments will be a boost to the revenue of Local

Governments.
L Sanitation 5%
II. Water Supply 4%
ML Streetlight 3%
IV. Drainage 3%

Service Charge

2.130. Since most Local Governments are reluctant to collect higher rate of service
charge and they are sticking to the lowest rate at 33.33 per cent, the Commission
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recommends to amend the provision as follows to increase the revenue of Local
Governments in this respect. To make it mandatory, all Local Governments should
collect the service charge at the rate as shown below and amendments to the Rules
may be made accordingly: (Appendix 2.7.4(2) & Appendix 2.7.8(5))

I If all the four services are 75% of the Property Tax payable
provided

II.  If one service is provided 50% of the Property Tax payable

II.  If no services are provided 33% of the Property Tax payable

except government services

IX.2 NON-TAX SOURCES

2.131.  Rents of properties let out by Local Governments should be re-assessed using
the methodology adopted by the Public Works Department (PWD) which is
summarised below:

I. The Rent of all buildings let out by Local Governments should be re-assessed
before 31-3-2022 using the methodology prescribed by the Public Works
Department for the purpose. The details of the methodology may be seen in
G.O. (RT) No. 269/2016/PWD Dt.05/02/2016 at Annexe 2.2.

II. For shops let out to persons with disabilities, people belonging to SC/ST and
Kudumbashree groups, the Rent should be fixed at 75 per cent of the normal
Rent.

2.132. For revision of Fines and Fees, other than IFTE&OS licences, the Commission has
adopted two approaches. The first is to revise them on the basis of the current money
value and the second is to enhance them considering their social relevance,
particularly in the case of socially harmful activities, affecting public health or
creating nuisance to the people. Recommended revision to rates of Fees and Fines are
given in Appendix 2.8. The Fees and Fines are updated to 2020 values using the
Consumer Price Index for Agricultural Labourers and Industrial Workers
(CPI(AL&IW). The methodology for the estimation of the present value of the Fees
and Fines is given in Appendix 2.9. However, Fees and Fines which have negative
environmental health and social impacts have been fixed at a much higher rate than
the inflation adjusted rates.
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2.133. Though the licence fees for IFTE&OS, were fixed fairly recently, i.e., in 2017 for
Village Panchayats and 2020 for Urban Local Governments, the Commission

recommends new categorization and enhancement to the rates, the details of which
are given in Appendix 2.7.4(5), 2.7.8(4).

2.134. Even though there are provisions to levy and collect Taxes and Licence Fees most
Local Governments are not properly levying and collecting them due to various
reasons. It will make a huge positive impact on the revenue of Local Governments if
they are properly levied and collected. For this, certain amendments to the Kerala
Panchayat Raj Act, 1994, Kerala Municipalities Act, 1994 and other Acts are required.
Further, formulation of Rules in some cases is absolutely necessary. Certain Taxes
which have become irrelevant may be withdrawn and the Sections concerned in the
Act may also be omitted. The recommendation is given in Appendix 2.7 and
Appendix 2.8.
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Chapter 3. Local Government Borrowings

3.1. Borrowing by Local Governments has always to be viewed with caution. Generally,
the revenue base of Local Governments is quite weak which naturally limits the
borrowing potential. Also, there is a question of inter-generational equity looking at
elected bodies in the near future, whose freedom to spend cannot be curtailed by the
obligation to repay huge debts. Further, the application of borrowed funds has to be
very carefully planned and done; otherwise, previous resources could be wasted on
projects which do not have significant social benefits.

3.2. It is interesting to note that borrowings by Local Governments in India were
envisaged as far back as in the late 19th century with the pioneering Madras Local
Authorities Loans Act of 1888. The Central Act called the Local Authorities Loans Act
came into force in 1914. It permitted a local authority to borrow under security of its
funds for any purpose relating to carrying out a work which it is legally authorized
to, including borrowing for providing relief during famine or scarcity and for
prevention of outbreak of spread of any dangerous epidemics. They could also
borrow for repayment of money previously borrowed. It is of special interest to note
that the local authorities could borrow by means of issuing bills or promissory notes
payable within a period not exceeding twelve months subject to its borrowing limit.
In a sense, the borrowing was local and not necessarily from institutions. Of course,
State Government was given the powers to make detailed rules to regulate the
borrowing.

I. Regulatory and Institutional Framework for Local Government
Borrowing in Kerala

3.3. Kerala came out with its own Kerala Local Authorities Loans Act in 1963. The Act was
further amended in 2000. The Act retained the borrowing powers of Local
Governments subject to certain prescribed conditions. Local Governments are
authorized to borrow from Government or with previous sanction from government
and on the security of its funds (annual income) from sources other than government.
The purposes for which the loans could be availed are also laid down. The following
are the key features of the Act and its amendments:

Borrowing powers are decided by the Government in relation to the annual income
of the Local Government.
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Local Governments are expected to create a fund for the repayment of loans.
Unlike in the previous Act no maximum limit for quantum of loan is fixed
but it is prescribed that it has to be in relation to the annual income of the
Local Government.

In case of default, the Government can attach the fund shown as security and
pay dues to the lender.

The Act also endorses the power to issue Revenue Bonds by pledging the
revenue stream from project ring fenced by escrow accounts and credit
enhancements. Unlike the previous 1914 Act, the 1963 Act did not specify the
maximum period for issue of Revenue Bonds.

The Act stipulates that the period of repayment of loans should not exceed
60 years.

The Act also bestows on the Local Governments the power to issue short term
bills or promissory notes payable in a year.

The 2000 Amendment gave freedom to Local Governments to issue Revenue
Bonds by pledging the revenue stream from the proposed project, ring-
fenced by escrow accounts and credit enhancements. It also provided for
General Obligation Bonds with Government permission on the fiscal strength
of the Local Governments.

3.4. It is interesting to note that the then Calicut (now Kozhikode) Corporation was

probably the first Local Government in India to issue bonds way back in 1969 for

which the permission of the Government of India was taken.

3.5. It goes to the credit of Kerala that it created institutions to channel loans to Village

Panchayats, Municipalities, and Corporations five decades ago. Subsequently, under

the provisions of the Kerala Rural Development Act, the Kerala Urban Development
Finance Corporation (KUDFC) and the Rural Development Board (RDB) were
established in 1970 and 1971, respectively. While the KUDFC was meant to channel
institutional finance, especially from bodies like HUDCO to Municipalities and

Corporations, the RDB was given the power to float debentures.

3.6. In the first twenty-five years of KUDFC, Municipalities and Corporations borrowed

to the tune of Rs.56.7 crores. In respect of Village Panchayats, details of total

borrowings are not available. However, many Panchayats availed of the facility to

borrow. In both the cases the borrowings were mostly for shopping complexes, bus

stands and very little for civic services.
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3.7. Village Panchayats did not receive financing support from the Rural Development
Board. Instead, they submitted projects to the RDB. The projects were approved
under certain conditions. They were:

(1) The Village Panchayats had to meet a share of the capital cost of the project.

(2) The process of construction was handled totally by the RDB.

(3) The total cost inclusive of the centage at 18 per cent was treated as an amount
to be recovered from the Village Panchayats with interest.

3.8. The functioning of RDB came under severe criticism from First State Finance
Commission which reviewed its functioning. It was found that out of the 17 projects
financed, predominantly comprising shopping complexes, only two were running on
profit. The Commission attributed the poor performance of the projects to the
ineffective monitoring mechanism in the execution of the projects. Many Village
Panchayats ran into huge losses and had to bear the brunt of repayment. The First
SFC also held that shopping complexes should not be a priority for Local
Governments and found that the lending by RDB was too costly. Therefore, the RDB
Act was annulled in 2000 and the institution was abolished.

3.9. Subsequently, in 2004, the services of KUDFC were extended to rural Local
Governments and the Corporation was renamed as Kerala Urban and Rural
Development Corporation Ltd (KURDFC) with the mandate of financing projects of
urban and rural Local Governments.

3.10. In 2010, the Government decided to set up an autonomous fund with statutory
backing called the Kerala Local Government Development Fund (KLGDF) in order
to overcome the limitations of KURDFC. Accordingly, an Ordinance as per Kerala
Gazette  Extra  Ordinary  Notification =~ No. 214  dated  31.10.2010
(G.O.(MS)No.64/10/LSGD dated 29.03.2010) to amend the Kerala Local Authorities
Loans Act, 1963.

3.11. The Ordinance was essentially to facilitate setting up the Kerala Local Government
Development Fund (KLGDF) which would have a policy-making body with the
following composition.

Minister for Local Self Government Department Chairperson
One Mayor Member
Principal Secretary to Government LSGD Member
Secretary to Government Finance Department Member
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Secretary to Government Planning Department Member
One Municipal Chairperson Member
One President of large urbanising Panchayat Member
Director, Panchayats Member
Director, Urban Affairs Member

3.12. The policies and priorities were to be carried out by a lean but competent Asset

Management Company (AMC) which was given the following key functions.

@

@

®G)

@

©)
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To provide financial assistance in relation to infrastructure projects and also
lay down policies relating to credit approval and investments, provided if no
infrastructure project has been identified for making investments, the Board
may invest the Development Fund, in such manner as it deems fit in the
interest of the Local Governments

To enter into a management agreement whereby the Board shall delegate such
of its powers as it deems appropriate to the Fund Manager to enable the Fund
Manager to manage the Development Fund, and to realize the objectives set
forth in the Act.

To supervise operations of the Fund Manager in relation to the Development
Fund.

To exercise at all times due diligence in carrying out its duties for protecting
the interests of the Development Fund.

To hold the Development Fund on behalf of the Government for enabling
opening and operating of Bank accounts on behalf of the Fund by the Fund
Manager.

To accept additional contribution if any made by the Government and the
Local Governments towards the Development Fund.

To exercise the power, discretion, rights and immunities, as may be
determined by the Government from time to time.
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3.13. Figure 3.1 presents the timeline on institutional and regulatory provisions made by

the State Government for Local Government borrowings.

Figure 3.1: Time Line: Regulatory and Institutional Provisions for Local Government

Borrowings
Sanction for
constitution
Kerala State Local Rural of a Kerala
Authorities Loans Developme KURD Local Govt
Act 1963 (2000 nt Board FC Development
Amendment) 1971 2004 Fund 2010

O 0O 0O 0O 0 O 0O O

KUDFC I-KIN 1996 G.0. G.Oto

1970 Procedures for restructure
availing loans KURDFC as an
2009 Asset
Management
Company 2011

3.14. The 2010 Ordinance lapsed. In order to set up the KLGDF, the Local Authorities
Loans Act was substantially amended in 2012 to set up the Kerala Local Government

Development Fund with the following objectives

1

2

©)

@

©)

To establish viable and sustainable financial arrangements which enable
creation, up-gradation and maintenance of cost effective and quality civic
infrastructure in the State,

To mobilise resources for infrastructure project using various financial
instruments and financial structures such as bonds or debentures, equity,
pooled finance arrangements,

To borrow or raise money or loans or receive grants or accept
contributions,

To provide financial assistance in the form of loans, grants or a
contribution to local authorities for taking up and implement
infrastructure projects and to provide loans or equity in the infrastructure
projects sponsored by the local authorities in association with non-
government agencies when the infrastructure projects are considered
strategically important,

To establish grant funds and provide grants from its own resources and to
manage grant funds as the Government may direct from time to time so
as to ensure continuous up-gradation of standards or organizational,
financial and technical capacities of local authorities and to set up viable
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and substantial infrastructure projects for the betterment of the poor and
disadvantaged sections of the society,

(6) To enable the local authorities to access capital markets, financial
institutions and private investors for setting up infrastructure projects in
the State either individually or through such arrangements like pooled
financing, guarantees, or securitization,

(7) To guarantee the performance of any contract or obligations and the
payment for any bond issue or mobilisation of resources by the local
authorities,

(8) To assist the local authorities in getting the participation of non-
government sector in creation and maintenance of civic infrastructure
through joint ventures and other innovative partnerships,

(9) To subscribe for, underwrite, acquire, hold and dispose of shares, stocks,
debentures, debenture stocks, bonds, mortgage, obligations, securities of
any kind issued or guaranteed by any company whether it is a body
corporate or undertaking in whatever nature and any industry, or the
Government or trust or any local authority,

(10) To invest any money of the Development Fund, in any investments as may
be prudent and as may be necessary, provided the income from such
investments shall be utilized to fulfil the objectives of the Development
Fund,

(11) To act as nodal or nominated agencies on behalf of the Central and or the
State Governments for infrastructure projects in the State.

3.15. The Act envisages the setting up of an Asset Management Company to be the Fund
Manager with 51 per cent equity to Government and the remaining to reputed non-
government institutions like banks, other financial institutions, management
institutions.

3.16. Till such time, the AMC came into being, the Kerala Urban and Rural Development
Finance Corporation (KURDFC) was entrusted with the function of the AMC.
Unfortunately, nothing has been done since 2012 to give effect to the provisions of
the amendment through rules or institutions.
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II. Borrowings from Banks by Local Governments

3.17. Borrowings/ Debt of Local Governments comprise (i) Loans borrowed by the local
authorities from State institutions, banking and non-banking financial institutions
like and (ii) Municipal bonds.

3.18. In 2009, the state government through GO (MS) No.147/2009/LSG dated 29th July
2009 laid down procedures to be adopted by Local Governments for availing
commercial loans from nationalized and co-operative banks for undertaking
revenue-generating projects like shopping complexes, markets and bus stand. The
Local Governments had to finalise their projects in consultation with the institutions
from which they intended to avail loans, after taking into consideration the project
plans, design, cost estimates etc. They had to reach an agreement on the amount of
loan, interest, repayment period, the asset to be pledged against the loan, etc. Further,
it was directed that loans should not be above the estimated project cost and the
repayment has to be made out of the future flow of income from the project. In
instances where it is not sufficient, the Local Governments were allowed to repay the
liability from their own funds. In case of breach of assurance, the state government
could deduct the due amount from the General Purpose Fund (GPF) eligible to the
Local Government. There is no evidence of Local Governments having borrowed any
significant amount from commercial banks directly. However, some of them have
borrowed from cooperative banks.

II1. Infrastructure Loans

3.19. Prior to decentralisation the urban Local Governments availed loans directly from
KUDEC for building commercial complexes. After the amalgamation of the two
agencies into KURDFC.

3.20. During the 2000s very few Local Governments borrowed funds from KURDEFC.
Nonetheless the trend seems to reverse during 2018-19 and 2019-20 with more Local
Governments coming forward to avail loans. Very few rural Local Governments
approached KURDEFC. Table 3.1 gives the details.
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Table 3.1: Borrowings from KURDFC by Local Governments from 2014-15 to 2019-20

2014-15

2015-16

2018-19

Sanctioned

Disbursed

Repayment

Overdue

Number of
Projects

Village
Panchayat
Municipality
Municipal
Corporation
Total
Village
Panchayat
Municipality
Municipal
Corporation
Total
Village
Panchayat
Municipality
Municipal
Corporation
Total

Village
Panchayat
Municipality
Municipal
Corporation
Total

Village
Panchayat
Municipality
Municipal
Corporation
Total

Source: KURDFC 2020

4356

9671
550

14577
484

1432
55

1971
374

1003
353

1730

1821

1826

46

44

94

5498

12256
275

18030
959

1440

2399
447

1446
13

1905

1037

1040

48

41

920

2016-17 2017-18
Rs. in Lakhs
6566 6179
12580 10568
275 275
19421 17022
1699 637
680 509
0 0
2379 1146
728 1050
1176 739
49 0
1953 1789
0 28
1196 1743
0 0
1196 1771
43 42
38 37
1 1
82 80

7615

10055

17670
462

471

932
1102

754

1856
20

2141

2161

46

32

78

6949

11212

18160

927

927
776

663

1440

42

22

64

Details on nature of projects for which loans have been availed by Local Governments

is provided in Table 3.2. It is observed that over a third of the total borrowings were

taken up for the purpose of construction of Bus Stands cum Shopping complexes and

markets.
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Table 3.2: Borrowing from KURDFC by Local Governments from 2014-15 to 2019-20 by
Nature of Project

Acquisition of Land
Agricultural Market
Bus Stand & Shopping Complex

Bus Stand& Waiting Shed
Community Hall

Construction of Market Yard

Fish Market cum Shopping
Complex

Housing
Lawyer’s Chamber
Market Complex

Mini Civil Station &Shopping
Complex

Multipurpose Hall

Multiplex Theatre Cum Shopping
Complex

Municipal Building
Office & Shopping Complex

Office Building

Pilgrim Centre
Procurement of Jankar
Public works

Renovation of Bus Stand

Rescheduling of loan

Rural Marketing Centre
Shopping & Cum Auditorium

Shopping Complex
Shopping Complex and Town Hall

Solid Waste Management
Stadium cum Shopping Complex

Town Hall
Vegetable Market
Grand Total

Source KURDFC 2020

86
69
2878

119
338

1288

570

2333

31
45

26
22

3622
773

585

835
960
14577

Rs. in Lakhs
43 43
1069 1069
3147 6595
0 0
684 459
0 0
95 95
1053 675
0 0
417 417
0 0

0
0
0 0
1960 1569
31 31
45 45
0 0
26 26
22 0
1624 0
0 540
0 0
4020 4662
1395 558
585 585
0 0
856 1095
960 960
18030 19421

43
569
4282

0
322

95

783

417

2032

31
45

26

540

4654
558

585

81

1001
960

17022

43
1069
4482

0
759

95

405

417

0
2632

31
45
0
26
0

0
540

200

4353
558

585

0

472
960
17670

43
1000
4229

95

405
3285
417

300

0
2105

o O O O o

540

200

2728
558

585

0

1031
641

18160

301
4844
25611

119
2562
0

473

4609
3285
2656

300

0
12630

153
225
0
129
43

1624
2160

400

24041
4397

3508

81

5289
5439

104879

o W w p

o

12

O O O O o

N

100
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IV. Housing Loans

3.22. Local Governments, mostly Municipalities and Corporations used to borrow from
HUDCO, an agency set up in 1970 by the Government of India, focusing on housing
and urban infrastructure. The available details of direct loans from HUDCO are given
below in Table 3.3.

Table 3.3: Trends in Loans Availed by Local Governments from HUDCO

Year/ District Panchayat Municipalities Municipal All
Decade Corporations

Approved | Released Approved Released Approved Released  Approved Released

Rs. in Lakhs
1980s 0.0 0.0 47.0 0.0 0.0 0.0 47.0 0.0
1990s 0.0 0.0 805.5 0.0 1253.6 268.0 2,059.1 268.0
2000s 12,110.0 0.0 120.0 0.0 2835.7 0.0 15,065.7 0.0
2010s 0.0 0.0 1196.5 0.0 0.0 0.0 1,196.5 0.0
2015 0.0 0.0 203.5 0.0 0.0 0.0 203.5 0.0
2016 0.0 0.0 224.0 0.0 0.0 0.0 224.0 0.0
2017 0.0 0.0 418.0 400.0 0.0 0.0 418.0 400.0
2018 0.0 0.0 0.0 2,000.0 0.0 0.0 0.0 2,000.0
2019 0.0 0.0 0.0 0.0 0.0 2500.0 0.0 2,500.0
Total 12,110.0 0.0 3,014.5 2,400.0 4,089.3 2768.0 19,213.8 5,168.0

Source: HUDCO 2020

3.23. The Thrissur District Panchayat in association with COSTFORD, developed a
housing scheme with borrowings from HUDCO, in which the Local Governments
were asked to deposit an amount with HUDCO which would grow and take care of
the principal amount on maturity. The interest was to be paid monthly by the
beneficiaries. Though very interesting and innovative, a substantial number of
beneficiaries stopped paying the interest. Also, HUDCO limited its lending to the
NGO which created a crisis. Most of the houses were constructed as envisaged but
the dues were remitted by the Local Governments concerned.

3.24. Thereafter, the annuity method for loans for housing was adopted as a policy
decision, first for the Thiruvananthapuram District and later for two major housing
schemes called EMS Housing Programme launched in the year 2009-10 and the
Livelihoods Inclusion Financial Empowerment (LIFE) Programme launched in 2016.
The different forms of annuity-based lending as practiced by the Local Governments
in Kerala.
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i. Deposit-linked loans for housing: In this scheme nodal agencies deposit a
lump sum amount with the lender (HUDCO/ The State Cooperative Bank
(SCB)) as initial deposit to be adjusted to the principal and interest that accrue
at the maturity of the loan period. The deposits were deducted from the
Development/Plan funds of the Local Governments and interest paid by
Local Governments.

ii. Borrowings with interest borne by beneficiaries: The Local Governments
borrow funds from financial institutions upfront and repay using plan funds.
The interest is to be paid by the beneficiary.

iii. Borrowings with interest repayment by Government: The third type allows
each Local Government to take loans to the extent of 15 per cent of the future
flow of Development/Plan. The amount of loan has to be calculated on the
assumption of an increase of 10 per cent in Plan fund every year over the
immediately preceding year. Loan is to be availed from cooperative banks at
an interest rate not exceeding 10 per cent. The interest liability rests with the
government. The EMS Housing Scheme project falls in this category.

3.25. In the case of LIFE Mission, Government borrows from HUDCO and other sources
and channels it to the Local Governments with the obligation to repay the principal
amount resting with the Local Governments operationalised through deduction at
source from the Development Fund by the Finance Department and payment of
interest being taken over by the Government. However, there is no ceiling on the
borrowing limit which is determined by the number of eligible beneficiaries for free
housing. Table 3.4 gives details on beneficiaries, loans disbursed and repaid till date.
The following Figure 3.2 depicts tier wise amount sanctioned disbursed and repaid.
The repayment of loans for LIFE mission is given in Table 3.5 and Figure 3.3.

Table 3.4: LIFE Mission -Loans to Local Governments up to 2020-21 (Actuals)

Rs. in Crores
Village Panchayat 883 1,10,000 2,420.0 1,752.71 201.67 2,218.33
Municipality 81 37,730 754.60 692.18 75.46 679.14
Eﬂotg:;z:ilon 5 12,270 245.40 207.17 24.54 220.86
Total 969 1,60,000 3420 2,652.06 301.67 3,118.33

Source: KURDFC, Government of Kerala
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Figure 3.2 : LIFE Mission- Loans to Local Governments up to 2020-21 (Actuals)

2.500.0 2,420.0
2,218.33
2,000.0
1,752.71
1,500.0
1,000.0
692.18
679.14
500.0 245.40
207.17
) 201.67 75.46
& 2454 220.86
Amount Sanctioned
Amount disbursed
to LB's as on Repayment of Loan
12.10.2020 as on 12.10.2021 Balance to be
Repaid
m Village Panchayat ® Municipality = Corporation

Source: KURDFC, Government of Kerala

Table 3.5 : LIFE Mission- Repayment to HUDCO details up to 2020-21 (Actuals)

Type Amount Sanctioned Actual principal Share of Interest Paid till
amount paid to principal Date (12.10.2021)
HUDCO amount paid
to HUDCO
Rs. in Crores
Rural 2,420.00 201.67 8.33 417.73
Urban 1,000.00 100.02 10.00 161.53
Total 3,420.00 301.69 8.82 579.27

Source: KURDFC, Government of Kerala
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Figure 3.3: LIFE Mission - Repayment of Loans to HUDCO Details up to 2020-21 (Actuals)

3,000.0
2,500.0 2,420.0
2,000.0
1,500.0
1,000.0
1,000.0
500.0 ro1 417.7
Amount Santioned Actual principle amount paid to Interest Paid till Date
HUDCO (12.10.2021)

HRural ®Urban

Source: KURDFC, Government of Kerala

3.26. A quick analysis of the annuity model shows that the repayments by the Local
Governments has been to the tune of 3 per cent of development fund in 2020-21. Since
provision of housing is a natural priority item for all Local Governments, there is not
much of difference of opinion.

V. Local Government Perceptions and Suggestions on Institutional
Borrowings

3.27. The Commission sent out a structured questionnaire to all the Local Governments
and sought their suggestions on various issues, one of which was mobilisation of
loans for local development. The opinions of the Local Governments on the
constraints in accessing loans and suggestions are as follows:

(1) Inadequate Own Revenue mobilisation

(2) Crediting of unspent devolved fund to Consolidated Fund
(3) Inadequate technical and financial capacities of employees
(4) Cumbersome procedures
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(5) Overdues

(6) Limited project management capacities
(7) Absence of a long-term planning

(8) Absence of own land

(9) High interest rate

3.28. Yet Local Governments are in favour of implementing projects with borrowed funds
for income-generating projects and other infrastructure projects for enhancing the
welfare of the people. The following are some of the suggestions on the part of the
Local Governments for this.

(1) Credit rating and limit for each borrowing by Local government on the
basis of its Own Income should be scientifically fixed by the state
government through accredited agencies, which would enhance the
confidence of the lenders.

(2) The scope of integrating the cooperative sector in the plan projects is
immense. However, the Cooperative sector loans should be made
available at a lower interest rate and in case of default, there should be
provision for recovering from the Development Fund of the Local
Governments. This should be guaranteed by the government.

(3) The practice of crediting the unspent amounts to the Consolidated Fund
should be stopped.

(4) As per the Act, the Local Governments have to get sanctions from the State
Government to avail loans which can be simplified. Centralised online
mechanism for granting permission for loans can be tried out. There
should be some mechanism at the District Planning Committee (DPC) level
to grant permission to take loans.

(5) Local Governments should have the right to guarantee loans from
Cooperatives.

(6) One of the major hurdles in making available institutional loans is the lack
of scientifically prepared feasibility reports of the proposed projects. The
feasibility study of the project could be done at the district level by a team
of experts.

(7) Local Governments require high grade professional support for ideating
projects which could be undertaken with borrowed funds. They require
technical assistance for structuring the projects, which has to be
accompanied by streamlining the financial management system of Local
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Governments to improve general revenues and ensure the expected flow
of benefits and revenues from the projects undertaken.

VI. Assessment of the Commission

3.29.In the context of Kerala, there are several reasons why borrowing by Local
Governments should be facilitated within a framework of responsibility and
viability. The justification would include:

(1) Even though substantial funds have been devolved to Local Governments,
there is need for enhancing investment in certain sectors.

(2) State has huge potential for mobilising funds from the public, especially, the
non-resident Keralites who are willing to channel their funds for local
development purposes.

(3) Experience over the last twenty-five years shows that Local Governments are
able to raise User Charges.

(4) The Village Panchayats, Municipalities and Corporations have the provision
to raise some form of benefits tax linked with the Property Tax.

(5) Most importantly, local borrowings could be based on a social compact with
the benefit of population knowing the benefits and costs and willing to accept
them. This brings in a measure of accountability in local borrowing.

3.30. It is clear that there is a huge potential as well as interest in mobilising borrowings to
augment the resources of Local Governments to carry out projects which have a
revenue stream generated by them. Also, those Local Governments which could
improve their Own Revenues and generate a surplus could avail loans for other kinds
of projects, in such a way, they could be financed by the surplus.

3.31. But unfortunately, post-People’s Plan, there seems to be less evidence in mobilising
loans for local-level development. The reason primarily seems to be a lack of capacity
in structuring a viable project rather than a lack of interest. Moreover, there seems to
be limited awareness about the potential for using borrowings in a prudent manner.

VII. Recommendations

3.32. Local Governments should borrow from commercial banks and cooperative banks as
per the provisions of GO (MS)No.147/2009/LSGD dated 29th July 2009 given in
Annexe 3.1. To make this G.O. operational, it is suggested that this may be discussed
in the State Level Bankers Committee (SLBC) and a Sub-Committee of the SLBC set
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up including representatives of NABARD and the Kerala Bank along with the
representatives of Lead Bank, SBI and other Banks as may be decided by the SLBC.
Director of Urban Affairs and Director of Panchayats could be invitees to this Sub-
Committee. The Sub-Committee may meet the representatives of Local Governments
and come out with a framework for borrowing. If required, the existing order could
be amended.

3.33. As Local Governments require permission of Government for borrowing, to vet the
proposals, it is recommended that a State Level Technical Advisory Group is set up
with the LSGD Secretary as the Chairperson with representatives of NABARD, Lead
Bank, Kerala Bank, Executive Director of Kudumbashree and representatives of the
Finance and Planning Departments as members.

3.34.In respect of annuity-based borrowings, the Commission would reiterate the
recommendation of the Fourth State Finance Commission of Kerala that the project
period should not exceed the tenure of the Local Government as it is not proper to
burden future generations of Local Governments by committing their funds for re-
payment of loans borrowed by the current batch of Local Governments.

3.35. It may be noted that an Ordinance issued by one Government was converted into law
by the next Government indicating the continuity of the policy and the firm decision
to set up the KLGDF. Unfortunately, it was not followed up in the last eight years.
Therefore, the Commission makes the following recommendations.

3.36. The amended Local Authorities Loans Act should be operationalized by setting up
the Kerala Local Government Development Fund as envisaged earlier with the two-
part governance structure as envisaged. The high-level policy body should consist of
the following persons:

Minister, LSGD Chairperson
Minister, Finance Co-Chairperson
Secretary, Finance Member
Secretary, Planning Member

CEO, KIIFB Member

CEO, Kerala Bank Member

Head of the Lead Bank in the State Member

Sixth State Finance Commission 86/Page



Chapter 3. Local Government Borrowings

Head of NABARD in the State Member
Head of HUDCO in the State Member

Three Experts to be nominated by the Government, = Members
(preferably the experts should be from among those
who are in the Governing Body of KIIFB).

Presidents of the five Local Government Special invitees
Associations
Secretary, LSGD Member Secretary

3.37. The policies and ideas laid down by the policy making body should be
operationalised by a highly professional Asset Management Company, in which 51
per cent of the equity could be with the Government and the remaining with public
institutions like HUDCO, Kerala Bank, Nationalized Banks and institutions of
excellence.

3.38. Setting up of an Asset Management Company and making it fully functional
including enabling it to float Bonds is a highly complex exercise which requires high
level of expertise. Therefore, Kerala Infrastructure Investment Fund Board (KIIFB)
may be formally made the Mentor with the mandate to enable realization of the
provisions concerned in the Kerala Local Authorities Loans Act related to KLGDF
and setting up the Asset Management Company and hand-holding it for at least three
years (to be extendable if felt so by the Government till it is on a sound footing) till it
becomes sustainable. Steps may be taken to designate KURDFC as the Asset
Management Company for which it has to be suitably restructured, and before the
restructuring starts, a highly qualified professional with experience in the sector,
should be appointed as its Managing Director .

3.39. The re-structuring of KURDFC into an Asset Management Company is a complex
issue which cannot be handled directly by the Local Self Governments or Finance
Department. Therefore, the statutory board, namely, KIIFB may be formally
designated as the mentor to direct and oversee the setting up of the Asset
Management Company within six months. The Asset Management Company may
also be tasked with developing all the operational requirements within a period of
one year. The additional expenses incurred by KIIFB including hiring of experts
should be met by Government.

3.40. The functions and processes to be adopted by the Asset Management Company, as
brought out, in the Technical Assistance Report of ADB are broadly endorsed though

]
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it was prepared a long time ago and given in Annexe 3.2 and can be used as guidance
for KIIFB, as relevant today.

KURDEFC will be entrusted to make the transition arrangements.

To enable floating of Local Government Bonds, credit ratings of the six Municipal
Corporations should be done. Based on the results, KILA jointly with the Asset
Management Company should prepare an action plan for improving the credit
rating.

Considering the ecological situation of the state, preference could be given to Green
Bonds.

Local Governments which are able to float revenue bonds should be suitably
incentivized for which LSGD may come out with a programme.

Details of all the borrowings of Local Governments, directly from the banks or
through the Kerala Local Government Development Fund should be in the public
domain including details of repayments. The Director, Kerala State Audit
Department should specifically audit such schemes once in a year and include it as a
distinct Chapter in the Annual Report.
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I. Mobilising Voluntary Contributions from the Public

Historically, Local Governments, especially Village Panchayats and Municipalities,
have had a very positive experience in mobilising contributions from the public. In
the initial days, it was through “Shramdan” that most of the roads, canals, and wells
were dug, particularly in the early days of the Community Development Programme.
Also, land used to be generously donated by people for the setting up of facilities like
hospitals, schools, and libraries. In fact, when the Primary Health Centres (PHC)
were expanded to cover all Village Panchayats, this became a remarkable exercise in
public contribution. It is worth recalling that almost all Balawadi buildings (the
precursors of Anganwadis) were constructed with the public contribution in locally
donated land.

When the People’s Plan was launched, the Local Governments were advised to
mobilise as much voluntary contributions from people as feasible. This was achieved
beyond expectations due to the spirit of the campaign which enabled people to
intervene effectively in the preparation of plans in accordance with the local needs.
Many proactive Local Governments could raise more than 10 per cent of their total
plan through voluntary contributions in cash and kind.

When the palliative care programme was launched under the leadership of Local
Governments, a lot of contributions from the public could be mobilised without any
effort. It is this feature that has given the unique distinction to Kerala in providing
palliative care across the State. With the floods of 2018 and 2019 and the COVID
pandemic, pure voluntarism was evident. Lakhs of people joined the Local
Government representatives and provided the first response to the calamity and in
organising the initial relief.

Donations in cash and kind have been mobilised from individuals and civil society
organizations during emergency / disaster situations, for flood relief camps, cleaning
operations and ‘back to home” kits for evacuees.

In the pandemic context, individuals, and civil society organisations have contributed
by way of cash and kind towards setting up and functioning of community kitchens,
labour camps for guest workers, COVID First Line Treatment Centres, community,
and Domiciliary Care Centres.
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II. Types of Voluntary Contribution

There are several types of voluntary contributions, some of the important ones from

the past experience is listed below. Further, Table 4.1 provides a few illustrative

examples of voluntary contributions by citizens.

®
@

®G)
@

©)

(6)

?)

©®)

©

Getting land free of cost for roads and other public assets.

Getting donations for up-gradation of facilities, especially schools and
hospitals.

Community maintenance of assets by the user groups.

Partial donations towards long-awaited local facilities like drinking
water, connectivity, playfields, parks, etc.

Formal agencies within the Local Governments like Hospital
Management Societies (HMS) and Parent-Teacher Associations (PTA)
and alumni, in the case of schools

Support to Local Governments by businesses and industries as part of
their Corporate Social Responsibility (CSR).

A new concept of Academic Social Responsibility is emerging which
means that academic institutions would provide their professional
services pro-bono for local development initiatives.

Sponsorship from philanthropical individuals, organizations, both profit
and non-profit, would be another good source.

Traditional “Shramdan,” particularly from the youth

Table 4.1: Examples of Voluntary Contributions Mobilised by Village Panchayats

1. Alappuzha Cheriyanad Rs. 300,000 was mobilised by residents to

enable completion of housing construction
under LIFE Mission.

2. Kozhikode | Kottur Rs. 28,00,000 was mobilised from residents

towards the purchase of land to construct
additional blocks for the Primary Health
Centre

3.  Kannur Chengalayi An individual transferred to the GP:

e 15 cents of land
e A concrete house
e Rs. 500,000 worth of fixed deposits
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4.  Kasaragod @ Ajanur Rs. 15,05,000 was mobilised from residents
towards the purchase of land to construct a
school building.

5. Ernakulam = Mazhuvannoor Rs 11,33,000 was mobilised from agencies
engaged in rock/ metal crusher quarry
operations

6. | Idukki Adimali Rs. 5,00,000 was mobilised by residents to

enable completion of housing construction
under LIFE Mission.
7. | Ernakulam Vadavukodu An amount of 1.15 crore was mobilised
Puthenkurissu from Corporate Social Responsibility Funds

for the following activities

e Construction of a PHC, crematorium,
toilets, classrooms, bus waiting sheds,
vehicle shed, drainage

e |[nstallation of Streetlights

e Tarring of roads

e Conversion of ‘one lakh (twin) dwelling
units’ to single dwelling units

e Furniture for the Health Centre

e Purchase of library books

e Extension of water supply pipe
connections

e Bio-composter (Aerobic bin for domestic
use)

e Anganwadi maintenance

e School breakfast programme /Nutrition

o Toys

e Comprehensive education programme

Source: Compiled based on feedback from Local Governments

4.7 Table 4.2 gives an idea of the amounts mobilised by the Village Panchayats.

Table 4.2 : Voluntary Contributions Received by the 941 Village Panchayats

2014-15 56 17,48,520
2015-16 35 8,48,682
__________________________________________________________________________|
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2016-17 35 8,62,990
2017-18 61 42,25,029
2018-19 69 46,49,192
2019-20 75 47,90,163

Source: IKM 2021

III. Importance of Voluntary Contributions

Voluntary contributions go far beyond their nominal value in money terms. They are
the best indicators of trust in a Local Government and public recognition of its
performance. In that sense, voluntary contributions constitute the democratic
dividend flowing out of good governance. Voluntary contribution instils enthusiasm
among the people and is self-perpetuated if the response of the Local Government is
positive and active. They help eke out scare resources of Local Governments.

Effective local contribution is a good test of the need for a development intervention
as people tend to contribute more if a basic need is met. Also, if the Local
Governments have been delivering good services in a fair manner, voluntary
contribution comes as a natural response of gratitude. Such contributions also create
the environment for collective public action. Since people contribute, accountability
is enhanced and the scope for leakage is limited. Also, the ownership of the assets
will be much greater.

Another point of view is that there will be a silent push for relevant works and
programmes as funds will flow where people express their demand along with a
willingness to spend. In fact, this could also be a factor in prioritising works; of
course, making necessary adjustments for the capacity to pay. Thus, voluntary
contributions testify the effectiveness of the social contract between the Local
Government and the citizens.

IV. Legal Provision for Voluntary Contributions in Local
Governments

4.11 The Kerala Panchayat Raj Act 1994, Section 177 defines the ‘Power to accept donations

and trusts.- A Panchayat may accept donations or trusts relating exclusively to the
furtherance of any purpose to which its funds may be applied and shall apply the
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same solely for such purpose. This empowers Panchayats to mobilize voluntary
contributions.

While a similar enabling section is absent in the Kerala Municipality Act 1994, the
definition of Municipal Fund in Section 283 Municipal Fund includes (e) Money
raised through donations and contributions from the public and non-governmental
agencies.

4.13 Further, there are the Kerala Panchayat Raj (Constitution and Utilisation of Distress

414

4.15

4.16

417

4.18

419

Relief Fund) Rules, 2003 and the Kerala Municipality (Constitution and Utilisation of
Distress Relief Fund) Rules, 2003. A recent circular enables Municipalities and
Municipal Corporations to formalise the mobilisation of voluntary contributions in
the context of the COVID pandemic.

V. Recommendations

Land for the widening of roads and for new roads should be obtained only by
voluntary surrender.

The Kerala Land Relinquishment Act, 1958 may be amended to facilitate
relinquishment of land in favour of Local Governments, for which a separate
procedure is recommended. Once the relinquishment application is received by the
Local Government, it should forward it to the Village Officer concerned with a copy
to the Revenue Divisional Officer, who would accept the relinquishment and direct
changes in the land records. This process should be completed within three months
(Appendix 2.7.1(1)).

For setting up of facilities in schools, hospitals, and Anganwadis and for providing
help to those in extreme distress, transparent donation campaigns may be organized.

In all schools, a campaign should be launched with Alumni once in five years.

The corpus of the Distress Relief Fund of the Local Government should be
replenished and expanded every year.

Local Governments should hold formal discussions with all the institutions capable

of providing CSR funds and prepare a plan of action either for part funding or full
funding of programmes.
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To the extent possible, building houses or providing land and houses for the
destitutes like single women, homeless, and persons with serious disabilities and the
terminally ill, should be on sponsorship.

For the conduct of surveys and for extension work including that involving house-
visits, for cleaning up of public institutions and markets, formal campaigns should
be organised in partnership with the National Service Scheme (INSS) units of higher
education institutions and other youth organisations, social, cultural, and political, in
the Local Governments.

As soon as a Local Government assumes office, it should prepare a Five-Year Action
Plan for mobilisation of voluntary contributions in tune with the circumstances
prevailing in the Local Government. This should be given wide publicity.

There should be an annual day, preferably on Gandhi Jayanthi Day, when voluntary
contributions are publicly acknowledged.

It should be ensured that all voluntary contributions conform to the laws of the land,
particularly, Income Tax Act, FCRA and Law of Contracts.

All details of voluntary contributions should be disclosed in the Gram Sabha and
Ward Sabha meetings.

Voluntary contributions should be one of the distinct components of the Plan
submitted to the District Planning Committee and its performance should also be
analysed at the end of every financial year.

KILA should document innovative public contributions.

Government should specially recognize those Local Governments mobilising
excellent voluntary contributions.

All voluntary contributions should be displayed on the website of the Local
Government.

A highly respected team should do the Social Audit of the utilisation of the voluntary
contributions every year and the report should be publicized.
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5.1 Different forms of Public Private Partnership (PPP) have been tried out in India
with varying rates of success. Essentially it facilitates bulk investment by a private
party on an asset owned by a public body and allows recovery of the investment
by the investor over a period of time, mostly through User Charges or use of real
estate which remains after the land required for the project is set apart. In a sense,
it serves to bring in private participation without outright privatisation.

5.2 A range of PPP formats have evolved over time but four distinct models can be
identified based on the extent of involvement of the public and private entities
respectively in the investment, construction and operation of assets, and as relevant
to municipal infrastructure. These are as follows:

i. The Management Contract (also known as ‘Services Contract,” where the
private entity provides managerial services to operate a public asset based
on performance indicators determined by the public entity. These contracts
are typically of 5-7 years duration

ii. ~The Lease contract comprises a longer duration agreement, typically 10
years, between the two parties with the public authority financing the
investment and the private entity management, billing and collection of
User Charges and customer interface on behalf of the public entity.

iii. In a Concession Agreement, typically for a period of 20 years or more, the
private entity operates the infrastructure and services as well as makes
investments.

iv. A Build Operate Transfer contract and its variants typically involve the
construction of a specific type of infrastructure e.g., roads, water supply
system, transport infrastructure etc and the private entity designs,
constructs, operates and maintains the infrastructure and its services for a
period between 15-30 years.

v.  The following Table 5.1 sums up the different types of PPP.
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Table 5.1: Types of PPP
Components of Management Lease Build-Operate Concession
PPP Contract Contract Transfer (BOT) & Contract
Variations
Scope Improve technical Improve Mobilise private Mobilise
Efficiency technical capital and/or private capital
efficiency expertise and/or
expertise
Investments Public Authority Public Private Entity Private Entity
Authority
Operational Public Authority Private Private Entity Private Entity
Expenditure Entity
Citizen Interface  Private Entity (for Private Public Authority Private Entity
Public Authority) Entity
Contract 3-5 years 10-15 10 -30years 20 - 30 years
Duration years
Asset Public Authority Public Private then Public  Public
Ownership Authority Authority Authority
Management Private Entity Private Private Entity Private Entity
Entity
Tariff Setting Public Authority Regulator Public Authority Regulator
Billing and Private Entity Private Public Authority Private Entity
Collection Entity

Source: Vijaya V, Consultant (Adapted from PPP Reference Guide, World Bank, 2017)

The Government of India promotes PPP through a Viability Gap Funding (VGF)
programme since 2006. It has been renewed under the ‘Scheme for Financial Support
to PPPs in infrastructure” with a total outlay of Rs. 8,100 crores till 2024-25 by the
Ministry of Finance. A capital subsidy of 20 per cent will be provided for general
infrastructure and 30 per cent for social infrastructure with a focus on waste water,
water supply, solid waste management treatment infrastructure. Further, the scheme
also allows for VGF up to 40 per cent of total project cost for pilot or demonstration
projects in the health and education sector.

Interestingly, in Kerala, the first major PPP project in the State was initiated at the
Local Government level, by the Greater Cochin Development Authority in 1998, for
the construction of the Mattancherry Bridge. Thereafter, many PPP projects were
taken up by Local Governments. Agencies were accredited to provide technical
support to Local Governments in developing projects and support them through the
entire chain of activities like detailing the project, identifying the partner, structuring
the concession, developing bid documents and finalisation of the agreement. The two
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agencies accredited, were, ICICI-KINFRA (I-KIN) which was a joint venture of ICICI
Ltd. and Kerala Infrastructure Development Corporation (KINFRA) with equity in
the ratio of 76:24 and INKEL, a company with equity shared in the ratio 26:74 between
the Government of Kerala and other non-governmental investors. INKEL has not
been able to prepare and ground any PPP project as per information available with
the Commission. The available details of projects executed with the facilitation of I-
KIN are given in Annexe 5.1.

I-KIN developed several projects in the initial years, but its activities dwindled and
the partnership was dissolved in 2016. As per the system prevalent, I-KIN working
with individual Local Governments developed projects which were considered by an
Empowered Committee headed by the Secretary in charge of Local Self Government
Department with authorized representatives of the Finance, Planning and Law
Departments and also the Director of Urban Affairs, Director of Panchayats and the
Chief Town Planner.

There has been a lull in the formulation and implementation of PPP projects of late.
This needs to be rectified. As local areas develop, there is an increasing possibility of
PPP. But in Kerala, the limited availability of public land with the Local Governments
is a major constraint. Yet, since PPP can attract private investment, it needs to be
given a fair trial, even if the scope is relatively limited.

I. Lessons from Experience

The implementation of the PPP projects throw up valuable lessons. The important
ones are:

I.  Availability of land free from all encumbrances and permissible for the
kind of development intended is very critical. Even if new land is not
available, PPP could be tried out in respect of up-gradation of common
assets like bus stops, shopping complexes and public markets.

I.  There is a poor understanding of the potential of PPP, both among the
elected representatives and the beneficiaries. Also, their capacity in the
identification of potential PPP projects is very limited.

II. The route to a successful partnership is full of hurdles. Therefore, the
active partnership of the Local Government is a must. It should pro-
actively facilitate the post-agreement construction and closely monitor the
progress and trouble-shoot whenever required.
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Structuring of the project requires expertise. Only a Technical Support
Agency, with excellent credentials, formally accredited for the purpose,
can perform the task.

There has to be absolute transparency in the project including convincing
the local citizens. Doubts and fears among sections of the public create
problems both for the Local Government and the private investor.
Wherever existing users and beneficiaries are involved, there has to be a
participatory process ab initio.

There has to be wide publicity for the project to attract maximum
investors.

Pre-bid negotiations with the investors have to be clear and transparent.
There should be clarity in addressing their doubts and fears.

The clearance by an Empowered Committee after a thorough vetting of all
aspects of the project is a good system; probably this could be
strengthened with independent expertise.

5.8 Experience shows that a typical project would have the stages indicated in Table 5.2.

SI.No

N

8
9
10
11
12

13
14

Table 5.2: Stages in a PPP Project

Description Time (weeks)
Stage 1
Project assigned to Technical Support Agency 0
Inception report 3-4
Draft project profile 4-6
Stage 2
Draft Project profile with its viability analysis 7-9
Project Information Memorandum (PIM) 10-14

Bidding packages [ Request For Quotation, Request For 15-18
Proposal, Bidding Documents, Draft Concession

Agreement]
LSGD approval 19-23
Stage 3

Press release & bidding 24
Site visits by prospective bidders and coordination 25-27
Bid package submission 28-36
Pre-proposal meeting 37-39
Bid opening, Request for Quotation evaluation & 40-41

shortlisting bidders

Project layout selection of shortlisted bidders by sponsor 42-44
Request For Proposal- opening of layout approved 46
selected bidders
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SI.No Description Time (weeks)
15 Award of Letter of Agreement 47
Stage 4
16 Draft Concession Agreement-Approval of successful 48-51
bidder by Government
17 Proof reading & Concession Agreement signing 52
18 Land allotment by sponsor As per Concession
Agreement
19 Financial closure by the Concessionaire As per Concession
Agreement
20 Project kick off and commencement of appointed date As per Concession
Agreement
Stage 5
21 Project monitoring and Concession Agreement compliance = As per Concession
reporting Agreement from

Agreement Date

to Commercial

Operations Date
Source: Shri. Sarath Chandran, former CEO of I-KIN.

5.9 Some of the possible areas for PPP of different kinds are indicated below in Table 5.3.

Table 5.3: Potential Areas for PPP Initiatives

Sl. No. Classification Potential Areas
Health projects.

Gardens and parks

Water supply.

Slaughter houses.

Parking plazas Markets.
Convention Centres.

Bus stations.

Roads and Bridges.
Waste Management
Waterfront development.
Amusement parks.

Beach development

Food processing centres.
IT parks.

Industrial parks
Non-conventional energy including
micro-hydel

l. Social Projects

1. Civic Assets

1. Tourism

V. Economic
development

AN N N N N N N N N N N YA NN

V. Power

5.10 The above list is not exhaustive and there could be combinations and variations. If
sufficient land is there, even slum development is possible as was successfully done

Sixth State Finance Commission 99/Page



Chapter 5. Public Private Partnership and Local
Governments

in the Composite Slum Rehabilitation and Housing Project in Kozhikode Municipal

Corporation.

5.11 While deciding on PPP projects, the following factors have to be considered:

®
2
®)

C))

)

(6)
(7)

®)

9

There should be no privatization of precious public property.

The social benefits should be clear.

Through meticulous analysis, risks should be reduced even before the bid.
This would include project risks related to the availability of land, clearances
required, and arrangements of funds by the private partner and robustness
of the calculation of costs and benefits. Also, political risks should be
minimized especially due to changes of political fronts governing the Local
Governments, local agitations, etc. How these risks have been addressed
should be there in the initial proposal.

There should be absolute transparency to ensure accountability. The costs
and benefits should be evident. There should be minimum scope for hidden
costs. For ensuring accountability, pre-project consultations with key
stakeholders are necessary. Also, the details of the proposal should be
formally placed in the public domain inviting comments and suggestions.
The Local Government should ensure that the proposal serves the public
interest and the social returns are sufficient.

To the extent possible, there should be positive downstream benefits.

The opportunity of costs using the public property should be properly
estimated.

In the case of physical assets, the standards of construction should ensure the
normal life of the asset even after the construction period is over.

The contract explained in detail during the pre-bid meeting. There should be
no scope for re-negotiation.

5.12 Of course, it has to be accepted that only if there is reasonable profit, a private partner

enters into a PPP project. But the challenge is to balance public interest and private

profit fairly and equitably.
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Recommendations

5.13 Government should identify Technical Support Agencies, preferably from the public

sector, having professionals through partnership arrangements.

5.14 The key responsibilities of the Technical Support Agency would be:

@

2

®)

@

©)

(6)

?)

Identification of potential Local Governments and generation of project
ideas in accordance with the priority of the Local Governments.

Advising the Local Government in writing the kind of PPP which is suitable
for the project indicating the advantages and risks.

Making presentations to the citizens concerned for wider buy-in and
addressing issues raised during the interaction.

Preparing a detailed project giving pre-bid publicity and even conducting
a pre-bid meeting with potential investors.

Developing the bid document.

Explaining the bid document to the members and officials of the Local
Government and getting their approval, particularly on the construction.

Presenting it to the Empowered Committee initially to approve the
proposal and later to select the best bid.

5.15 A Special Capacity Building Programme should be designed by KILA to train Local
Governments which intend to take up PPP projects.

5.16 The willingness of Local Governments interested in taking up PPP projects should be
obtained by LSGD after circulating a generic circular note among them and the
response of the Local Government should be referred to the Technical Support

Agency.

5.17 PPP Cells consisting of the following persons should be set up in the District Planning
Committees.
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(1) Deputy Development Commissioner (As applicable)

(2) District Planning Officer.

(3) District Town Planning Officer.

(4) Regional Joint Director, Urban Affairs.

(5) Deputy Director of Panchayats.

(6) Executive Engineer, Local Self Government
Department.

(7)  Voluntary professionals - At least three.

5.18 An Empowered Committee should be constituted at the State level with the following

members.
i Secretary, Local Self Government Department | Chairperson
ii Authorized representative of the Finance Member
Department
iii Authorized representative of the Planning Member
Department
iv Authorized representative of the Law Member
Department
v Chief Town Planner Member
vi | Director of Urban Affairs Member
vii | Director of Panchayats Member
viii | Deputy CEO, KIIFB Member
ix Authorized representatives of [IM, Kozhikode | Member
X IIT, Palakkad Member
xi | Regional Director of HUDCO Member
xii | A permanent representative of NABARD at Member
least in the rank of AGM
xiii | Two experts to be nominated by Government | Member
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5.19 The Empowered Committee should have the following functions:

I. Accreditation of Technical Support Agencies / Transaction Advisors

II. Laying down the Terms of Reference for the accredited agencies.

I1I. Facilitating the Local Governments to be aware of the possibilities of PPP.

IV.Giving in-principle clearance to the PPP project after evaluating its
parameters.

V. Approving the bid document.

VI. Approving the best bid.

VII. Monitoring the operationalization of the project.

5.20 The compensation to Technical Support Agency / Transaction Advisors should be
paid out the success Fee which should be fixed between 1%-5% of the project cost or
as a fixed amount depending on the project cost and effort.

5.21 Independent quality monitors preferably reputed Engineering Colleges and
Management Institutions should be given the task of monitoring the performance of
the bidder in relation to the conditions of the bid including quality of construction.

5.22 It is necessary for the Local Self Government Department to monitor the progress
right from inception.
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Chapter 6. Other Items
I. Building Tax

In the First Report of the Sixth State Finance Commission, the following
recommendation regarding Building Tax was made.

“The First State Finance Commission had recommended that the Building Tax be
collected by the Village Panchayats, Municipalities and Corporations, instead of
the Revenue Department. This was based on the sound logic that all building
constructions including additions have to be approved by the Local
Governments and they are in the best position to assess the tax properly and in a
timely manner. This was accepted in 1997 but not operationalized. The collection
of Building Tax by the State Government in the last three years is given below.

Table 6.1: Collection of Building Tax by the State Government

Year Amount
(in Crore)
2018-19 189.57
2019-20 191.27
2020-21 135.85

The amount collected is too low in relation to the building construction in the State.
The annual increase is just 1.7 per cent. Therefore, from the point of the fiscal domain,
taxation logic and efficiency of collection, the Commission recommended that
Building Tax be made a Local Government tax through necessary amendments with
effect from 01.04.2022. However, the Government did not accept it. The Commission
would request the Government to consider the following factors:

There is no system whatsoever for the Village Officer to know or keep track of
building construction in the jurisdiction of a village. It is also to be noted that there is
a subtle change in the mode of functioning of the Village Officer since the 1990s when
the village staff were merged with the equivalent cadres of the Revenue Department.
The old Village Officers by virtue of their tenure and nature of work had a fairly good
understanding of what was happening in different parts of the village. Further, with
electronic services and simplification of procedures, there is less need to go around
the village as frequently as before.
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At the same time, all new buildings, however small, would have to take the prior
permission of Local Governments, before starting construction. This process requires
submission of a detailed building plan and intimation of completion. Further, since
the building is assessed for Property Tax, all details are available with the Local
Government. So, it is not only an easy and automatic process to assess Building Tax
by the Local Governments, but also ensure that construction of a building does not
go un-noticed. Hence, it can be seen that Property Tax by international practice is a
Local Government tax. Conceptually, Building Tax is a kind of one-time Property Tax
and there is strong fiscal logic in the Local Governments collecting the tax. The
realisation of Building Tax is very low, far less than the potential in a State like Kerala,
where building construction is quite high.

More importantly, the First SFC had recommended that the Building Tax be collected
by Local Governments. This was accepted by the Government and the Legislature
duly informed in the Action Taken Report. But somehow, due to a lack of inter-
departmental coordination, this could not be operationalized.

In view of the explanation above, the State Finance Commission would reiterate the
earlier recommendation to make the Building Tax a Local Government tax through
necessary amendments in the Building Tax Act, 1975 and can be collected more
efficiently if it is entrusted to Local Governments.

II. General Purpose Fund

General Purpose Fund is as good as the Own Revenue of Local Governments, in that
it seeks to supplement the Own Revenue of Local Governments, essentially to carry
out traditional functions like maintenance of street lights, payment of water charges
and carrying out solid waste management activities and for establishment expenses
if required.

The concept of General Purpose Fund was enunciated by the Second SFC by putting
an end to sharing of certain specific State taxes like Land Revenue, Motor Vehicles
Tax and Surcharge on Stamp Duty and creating a pool which at that point of time
was fixed as 3'2 per cent of State’s Own Tax Revenue and which has now been
increased based on the recommendations of the Sixth SFC to 4 per cent.
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6.9 For want of data, the General Purpose Fund was distributed on the basis of
population. Though the population is a good indicator to identify the need for civic
services, it cannot capture the element of equity. Many Local Governments because
of their backwardness have limitations in raising their Own Revenue beyond a point.
However, the civic service requirements and establishment expenses have to be met.

6.10 In view of this, the Commission had recommended that the allocation to Local
Government be governed by a formula giving equal weightage to population and
distance from the highest per capita Own Revenue weighted with population.
However, the Government did not accept the recommendation on the reason that
Local Governments with higher population would lose out.

6.11 The core objective of the Finance Commission’s recommendation was to make all
Local Governments fiscally capable of discharging their civic functions. This calls for
an equitable distribution to take care of the needs of resource poor Local
Governments even while giving due weightage to the population. Now, the
Commission did an exercise of comparing the two scenarios of devolution, one based
on the population and the other giving equal weightage to population and per capita
Own Revenue. The comparative statement and analysis may be seen in Appendix
6.1.1 and 6.1.2

6.12 The analysis shows that even though some of the Local Governments with higher
population would get less, it may not affect them as all are better off financially.
Therefore, in the interest of fairness, the Commission would recommend that General
Purpose Fund be distributed based on a formula giving equal weightage to
population and distance from per capita Own Income (Appendix 6.2). In this
formulation, the Commission has deviated from weighting the per capita Own
Revenue to population, because it gives too much of weightage to population. The
Commission has, while making its calculations, used the data from Saankhya
software for the last six years (2014-2020). For this purpose, only the data related to
the actual Own Revenue of all Local Governments were considered, and through this,
an accurate in-depth understanding of their actual revenue was obtained by the
Commission.

6.13 The unique feature of fiscal decentralisation which probably exists only in Kerala, is
zero discretion in the allocation of funds. This implies that no Local Government need

Sixth State Finance Commission 107/Page



Chapter 6. Other Items

approach the Government with special requests. Even though the process followed
earlier to determine gap grants which were initiated by the Fourth SFC, is quite good,
the Commission feels that it has not been fully able to capture the real need with the
result that some better off Local Governments have managed to get gap grants. Such
a system needs to be totally avoided.

6.14 Even with the changed formula, the Commission feels that some Local Governments
because of their poor resource base could not be able to meet their establishment cost
and the expenditure on traditional functions if they are not given additional grants.
Therefore, gap grants estimated as follows, are recommended:

Gap = (Own Revenue + General Purpose Fund) - (Establishment
Expenditure + Administrative Expenditure + Operation and
Maintenance expenditure)

Establishment Expenditure includes salaries of the staff members, travelling
expenses, honorarium to Chairpersons and Standing Committees etc,;
Administrative Expenses includes electricity charges, telephone charges, stationary
expenses, and other office expenses; Operation and Maintenance Expenses includes
expenditure on electricity charges of street lights, diesel, petrol, lubricants for
vehicles, vehicle hire charges etc. The expenditure for the calculation of gap should
not include expenditure on interest payment for loans taken by Local Governments.

6.15 Differences in the gap before and after the distribution of GPF is presented in
Appendix 6.3. It can be seen that for all low-income VPs, their income fell short of
the expenditure prior to the distribution of GPF. Nevertheless, after the distribution
of GPF, none of the Village Panchayats is negative. Given that some of the Village
Panchayats are extremely poor, there is every possibility of low-income Village
Panchayats turning negative in case of an unforeseen contingency. Therefore, the
Commission recommends that an amount of Rs. 1 crore to be set aside for meeting
an unexpected eventuality. For the current year to avoid confusion the earlier
decision may continue to be implemented. The recommendations related to GPF be
implemented from 2022-2023.

6.16 For Block Panchayats and District Panchayats, no change is recommended.
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II1. Matters Related to Devolution

6.17 In the First Report the formula for devolution were suggested only for the first year

namely 2021-22. With the availability of more data and clarity the Commission

recommends that the formula should be continued with the following changes: -

6.18 : -

@

2

®)

@

The Development Grant (General) criteria for environmental vulnerability
should also have Medium Hazard Zone (MHZ) in hectares. In the earlier
recommendation (First Report) of the Sixth SFC, only high hazard zone was
incorporated The weight for Environmental Vulnerability has been re-
worked giving two-third internal weight to high hazard zones and one-
third weightage to medium hazard zones.. The details of High and Medium
Hazard Zone across Local Governments may be seen in Appendix 6.4.

In order to make the increases and decreases due to the new formula, in
respect of General Sector Fund excluding the Union Finance Commission
Grant for Village Panchayats and Urban Local Governments, the maximum
decrease should be limited to 15% and Maximum increase over the previous
year to 75% over the succeeding years till the formula can be adopted
without this restriction.

In the case of SCSP Funds for Village Panchayats and Urban Local
Governments, the maximum decrease is limited to 15 per cent and
maximum increase to 40 per cent over the previous year. This process
should continue every year till the need for the conditions for increase and
decrease ceases to exist.

In the case of TSP revised data prepared by the Scheduled Tribe
Development Department is accepted and accordingly the shares of each
Local Government to be followed in the succeeding years are modified.

6.19 The details of the shares of various Local Governments under different components

of Development Fund are given in Appendix 6.5.
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IV. Suggestions on Utilization of Health Grants Given by the
Fifteenth Union Finance Commission to Local Governments

6.20 The Fifteenth Finance Commission has provided a stream of grants to urban and rural
Local Governments for specific components for five years starting from 2021-22 as
follows:

Table 6.2: Grants to Rural Local Governments

Rs. in Crores

1 Support for diagnostic 39.61 39.61 41.60 43.68 45.86 210.36
infrastructure to the primary
healthcare facilities -Sub centres

2 Support for diagnostic 49.58 49.58 52.06 54.66 57.39 263.27
infrastructure to the primary
healthcare facilities — PHCs

3 Financial Requirement for 30.59 30.59 32.12 33.72 35.41 162.43
establishing Block Level Public
Health Units

4 Grants for Building-less Sub- 0.50 0.50 0.52 0.55 0.58 2.65
centres, PHCs, CHCs

5 Financial requirement for 105.43 105.43 110.70 116.23 122.04 559.83

Conversion of Rural PHCs and SCs
into Health and Wellness Centre

Total 225.71 225.71 237 248.84 261.28 1198.54

Table 6.3 : Grants to Municipalities and Corporations

(Rs. in Crore)

1  Support for diagnostic 11.05 11.05 11.61 12.19 12.80 58.70
infrastructure to the primary
healthcare facilities — UPHCs

2 Grants for Urban Health and 322.22 322.22 338.34 355.25 373.01 1711.04
Wellness Centres (UHWCs)

Total 333.27 333.27 349.95 367.44 385.81 1769.74
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6.21 From the recommendations, it is obvious that it is a largely tied grant. But in Kerala,

Union Finance Commission grants are taken as part of the devolution and as of now,
is included within the share of the plan (though the SFC has recommended that this
should be kept over and above the share of 20 per cent being devolved to Local

Governments from the plan). In order to balance the need to implement the

conditions of the Union Finance Commission and the system of decentralized

planning in vogue in the State for a quarter of a century, the following specific

suggestions are given.

®

2

®)

@)

In the State Level Committee, the President and Secretary of all Local
Government Associations should be included as Members as also the
Secretary of the Planning Department.

The District Planning Committee should be nominated as a District Level
Committee. Here also, all the Municipalities and Corporations and the
President and Secretary of other Local Government Associations should be
invitees. The DPC could set up a Sub Group coordinated by the District
Medical Officer.

Planning and implementing entities should be the Local Governments
concerned.

For Health Grant, five year plans may be prepared following the process
indicated below.

(i) Health Department should decide the package of services that
should be provided in each Family Health Centre, Urban Primary
Health Centre and Health and Wellness Centre (modified sub
centres) and the diagnostic instruments and staff needed to deliver
them. Since all institutions may not be at the same level, the
requirements should be classified as essential, desirable, and
aspirational. The first priority for the essential and to move up the
chain after the lower levels have been met. Staff for delivering these
diagnostic services must be available or be able to be recruited from
National Health Mission, Local Self Government or Finance
Commission Funds.

(ii) The State Level Committee may get the situation analysis related to
the components concerned from all Local Governments through a
quick survey based on the standards set. A proforma may be
designed and circulated to all hospitals, and the Medical Officer
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concerned should fill up the proforma and send it online through the
District Medical Officer to the Director of Health Services.

(iii) Based on the situation analysis, important gaps may be identified
and criteria developed for devolution of funds to the Local
Governments concerned.

(iv) The formula should have weightage for vulnerable areas. To avoid
thin spread of resources, the State Level Committee may fix rational
criteria to decide the most backward Local Governments with special
weightage given to SC/ST population and the Deprivation Index
recommended by the Sixth State Finance Commission and accepted
by Government.

(v) The allocation for five years may be communicated to the Local
Governments who will activate the process of decentralized
planning limiting it to three steps - discussion at Working Group,
Standing Committee and Local Government levels.

(vi) In this process, the local government will have the freedom to decide
location and prioritize the procurement of equipment and also
decide on the convergence of Own Revenues, Development Fund
and Non-road Maintenance Fund for the components.

(vii) Local Governments may send their plan to the DPC and the DPC in
consultation with the National Health Mission of the district level
should decide how much of funds would be mobilized from NHM
for the local government plans.

(viii) In order to avoid duplication, planning must be done by pooling all
available resources. All the investments (capital, recurring) needed
for assuring the chosen services can be listed out on the first column.
The building, equipment, consumables, HR needs to be listed
separately. These are then allocated to different revenue stream
available. The most restrictive of them should be completed first with
items that are admissible under them. Then move up the level of
restrictiveness, till all available resources are exhausted.
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(ix) Table 6.4 illustrates the format for plan preparation

Table 6.4: Format for Plan Preparation

Corporate

. State KASP .
Services | Components | NHM LSG . Social Total
budget receivables e
Responsibility

Service 1 | Building

Equipment

Consumables
and drugs

Human
Resources

Service 2 | Building

Equipment

Consumables
and drugs

Human
Resources

Service 3

6.22 The plans would be submitted to the State Committee.

(1) The State Committee would finalize the supplementary allocation
wherever possible from the State Plan and NHM and approve local
government-wise plans.

(2) For ease of procurement and reducing costs, centralized procurement may
be done preferably by the Kerala Medical Services Corporation with
AMC, but the supply has to be local.

(3) Similarly, for positions remuneration may be set by the State Level
Committee and recruitment done by the District Level NHM.

(4) The local government, DPC and the State level committee may monitor
the progress of implementation.

(5) KILA and SHRC should jointly design the capacity building programmes
required and conduct it at the district level.
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All Local Governments should prepare a GIS map indicating the revenue bases and
make it a public document. (Para 2.79)

Kudumbashree units could be assigned the task of collecting dues. (Para 2.82)

Kerala State Audit Department should conduct tax audit, which will focus on
efficiency of resource mobilisation. (Para 2.83)

Knowingly causing loss of revenue should lead to recovery from person/persons
responsible. (Para 2.84)

All Local Governments should prepare a rolling Revenue Enhancement Action Plan
(REAP) with effect from 2022-23 to be presented along with their Annual Budget
( Para 2.87)

Local Government Revenue Board should be constituted for Local Governments on
the lines of Property Tax Board which was constituted in 2011 but could not be
operationalized. (Paras 2.88 and 2.89)

The Sanchaya Software needs to be overhauled to improve revenue mobilisation
(Para 2.90 and 2.91)

Property Tax should be linked to the fair value in rural and urban areas. Before doing
this, a sample study in selected wards, both urban and rural, should be done to
ensure that there is no abnormal average change. Different rates are recommended
for Municipalities/Corporations/urbanized Village Panchayats and other Village
Panchayats. (Para 2.97, 2.98 & 2.99)

From 1-4-2023 revision of Property Tax may be annual, linked to the money value
subject to the condition that it should be not less than 5 per cent (Para 2.101)

7.10 The decision to limit the increase in Property Tax of certain categories of buildings

may be done away with. (Para 2.102)
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7.11 Houses above 30 sq. m. may be brought under Property Tax and for houses between
30 sq. m and 50 sq. m, half of the normal Property Tax alone need to be collected.
(Para 2.103)

7.12 Un-aided schools should pay tax fixed for houses up to 3,000 sq. ft. (Para 2.105)

7.13 Tax exemption should be limited to parents and spouses of Armed Forces personnel
either martyred or maimed in action or during performance of duty. (Para 2.106)

7.14 All Central government properties and companies under the Central Government
should be assessed for Service Charge and tax, respectively, for which a survey may
be done by Local Governments within this financial year. (Para 2.107, 2.108 and 2.109)

7.15 Houses above 3,000 sq. ft. constructed after 1-4-2011 should be classified as luxury
houses and taxed higher. (Para 2.110)

7.16 Tax rate of mobile towers may be revised. (Para 2.111)
7.17 Surcharge may be re-named as “Benefits Charge.” (Para 2.117)
7.18 The slabs of the Profession Tax may be re-fixed.(Para 2.118)

7.19 Entertainment Tax Act may be amended to broaden the scope of entertainment.
(Para 2.119)

7.20 The share of the Entertainment component of GST received by the State Government
should be passed down to Village Panchayats/Municipalities/ Corporations, using
the formula fixed for General Purpose Fund. Further gap, if any, should be
compensated by the State Government by September in the succeeding year.
(Para 2.123)

7.21 The advertisement component under GST may be passed down to Local
Governments. (Para 2.127)

7.22 Advertisements erected in the form of boards in public places and in private places
by the side of the roads may be brought under Licence Fee. (Para 2.128)
Y
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7.23 The minimum rate of Service Cess may be fixed at 15 per cent of the Property Tax.
(Para 2.129)

7.24 Levy of Service Charges at least at the rate of 50 percent of the Property Tax leviable,
should be made mandatory for all those buildings fully owned by the Union
Government with effect from 01/04/2022, since all Local Governments are giving at
least one of the services, namely Sanitation, Water Supply, Street Lighting and
Drainage. (Para 2.130 and Appendix 2.7.4(2) and 2.7.8(5))

7.25 Rent of buildings let out by Local Governments should be as per the methodology
worked out by the Public Works Department. 25 per cent rebate may be given for
shops rented out to Kudumbashree units and people of disabilities. (Para 2.131)

7.26 Amendments in the Acts and Rules as detailed in Appendix 2.7 and 2.8 required for
filling gaps and ensuring the necessary changes required are recommended. (Para
2.132,2.134 and Appendix 2.7, 2.8)

7.27 All fines may be enhanced in keeping with the money value and fines for activities
which have huge negative impact on public health or environment should have a
deterrent character with higher increase. (Para 2.132, 2.133 and Appendix 2.8,2.9)

7.28 KURDFC should be restructured as an Asset Management Company to
operationalize the KLGDF and should be mentored by KIIFB. (Paras 3.38 and 3.39)

7.29 In order to increase encourage voluntary donation of land for public purposes, the
Land Relinquishment Act may be amended to facilitate relinquishment of land in
favour of Local Governments. (Para 4.15 and Appendix 2.7.1(1))

7.30 Technical Support Agencies may be identified for to facilitate PPP projects related to
Local Governments (Paras 5.13 and 5.14)

7.31 The Building Tax may be made a Local Government tax. (Para 6.6)

7.32 For General Purpose Fund, in order to avoid “minus Village Panchayats,” a revised
formula is recommended to be implemented from 2022-23 in respect of Village
Panchayats, Municipalities and Corporations. (Para 6.14)
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7.33 The formulae for devolution and the earmarked share of Local Governments for the
period from 2022-23 are recommended in order to adhere to the provisions of the
Action Taken Report on the First Report of the Sixth State Finance Commission
(Para 6.17)

7.34 A planning methodology involving Local Governments is recommended for the
Health Grants from the Fifteenth Finance Commission.(Para 6.20 and Para 6.21)
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Appendix 2.1: Details of Theatres and Theme Parks under the Jurisdiction of
Local Governments

No. of Theatres/

Theatre/Park Theme Park Number of LGs
Village Panchayat Cinema Theatres 154 102
Multiplex Theatres 65 39
Theme Parks 15 15
Municipality Cinema Theatres 290 75
Multiplex Theatres 120 38
Theme Parks 11 9
Municipal Cinema Theatres 73 6
Corporation Multiplex Theatres 21 4
Theme Parks 0 0
Total Cinema Theatres 517 183
Multiplex Theatres 206 81
Theme Parks 26 24

Source: 6™ SFC data collected from Local Governments, 2021
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Appendix 2.2: Rates of Property Taxes fixed by Local Governments for
Different Types of Buildings

Property Tax Rates fixed by Local Governments for Residential Purpose

3 87 9.2 87 8.4
4 187 19.9 187 18.1
5 269 28.6 269 26.0
6 233 24.8 14 16.1 247 23.9
7 128 13.6 6 6.9 134 13.0
8 37 3.9 14 16.1 51 4.9
9 4 4.6 4 0.4
10 19 21.8 19 1.8
11 1 11 1 0.1
12 16 18.4 1 16.7 17 1.6
13 7 8.0 7 0.7
14 2 2.3 1 16.7 3 0.3
15 4 4.6 2 333 6 0.6
16 1 16.7 1 0.1
20 1 16.7 1 0.1
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Hospitals

3 120 12.8 3 120 12.8

4 78 8.3 4 78 8.3

5 254 27.0 5 254 27.0

6 156 16.6 7 8.0 6 156 16.6 7
7 144 15.3 1 11 7 144 15.3 1
8 189 20.1 3 3.4 8 189 20.1 3
9 1 11 9 1
10 13 14.9 10 13
11 1 11 11 1
12 10 11.5 12 10
13 1 11 13

14 5 5.7 14

15 45 51.7 15 45
16 16

17 17

20 3 50.0 3 0.3

Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala
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Property Tax Rates fixed by Local Governments for Ayurveda Wellness Centres

No.

% Share

No.

% Share

No.

APPENDICES

Share Share

150 253 57.5 253 57.5
155 33 7.5 33 7.5
160 154 35.0 154 35.0

Total 440 100.0 440 100.0

Source: Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Education Institutions

% Share

No.

% Share

Share Share
3 134 14.2 134 13.0
4 106 11.3 106 10.3
5 281 29.9 281 27.2
6 154 16.4 13 14.9 167 16.2
7 128 13.6 2.3 130 12.6
8 138 14.7 8.0 145 14.0
9 1.1 1 0.1
10 16 18.4 16 1.5
11 1 1.1 1 0.1
12 9 10.3 9 0.9
13 2 2.3 2 0.2
14 3 3.4 3 0.3
15 33 37.9 1 16.7 34 3.3
16 2 333 2 0.2
17 1 16.7 1 0.1
20 2 333 2 0.2
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Auditorium, Canteen, Workshop within the compound of the

Educational Institution and Used for its Sole Purpose only

% Share

No.

% Share

Share Share
3 98 20.2 98 20.2
4 33 6.8 33 6.8
5 112 23.1 112 23.1
6 73 15.1 73 15.1
7 36 7.4 36 7.4
8 133 27.4 133 27.4
Total 485 100.0 485 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala
|
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Property Tax Rates fixed by Local Governments for Amusement Park

% Share

Share Share

20 190 204 190 18.5
25 13 1.4 13 1.3
30 208 22.3 10 11.5 218 21.2
35 10 1.1 1 1.1 11 1.1
38 2 0.2 0.0 2 0.2
40 510 54.7 14 16.1 524 51.1
45 7 8.0 7 0.7
50 55 63.2 2 333 57 5.6
60 4 66.7 4 0.4

Total 933 100.0 87 100.0 6 100.0 1026 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Assembly Building, Convention Centre, Auditorium, Lodge,
Cinema Theatre etc

% Share

Share Share

20 174 18.5 174 16.8
23 1 0.1 1 0.1
25 41 4.4 41 4.0
30 398 423 8 9.2 406 39.3
32 1 0.1 1 0.1
35 48 5.1 2 2.3 50 4.8
36 1 0.1 1 0.1
38 2 0.2 2 0.2
40 275 29.2 15 17.2 290 28.0
45 11 12.6 11 1.1
48 1 1.1 1 0.1
50 50 57.5 3 50.0 53 5.1
60 3 50.0 3 0.3

Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Resorts

80 365 39.0 16 18.4 0.0 381 37.1
85 82 8.8 7 8.0 1 16.7 90 8.8
88 1 0.1 0.0 0.0 1 0.1
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20

487

521

64

73.6

5

83.3

556

54.1

Total

935

100.0

87

100.0

6

100.0

1028

100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Mobile Telephone Tower

400 47 5.0 5 5.7 52 5.0
450 20 2.1 1 11 21 2.0
480 1 0.1 0.0 1 0.1
500 873 92.8 81 93.1 6 100.0 960 92.8
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Residential Home Stay

10 6 20.0 6 14.0
15 2 6.7 2 4.7
20 6 20.0 2 15.4 18.6
25 16 53.3 2 15.4 18 41.9
30 1 7.7 23
35 7 53.8 16.3
45 1 7.7 23
Total 30 100.0 13 100.0 0 0 43 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Private Hostels and Homestay

30 196 34.2 196 34.2
31 1 0.2 1 0.2
35 14 2.4 14 24
40 146 25.5 146 25.5
45 24 4.2 24 4.2
50 94 16.4 94 16.4
60 98 171 98 17.1
Total 573 100.0 573 100.0

Source: Sanchaya Software, Information Kerala Mission, Government of Kerala
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Property Tax Rates fixed by Local Governments for Office Space (Including Industrial Office Building)

30 253 26.9 253 24.5
32 1 0.1 1 0.1
35 25 2.7 25 24
40 440 46.8 9 10.3 449 43.4
42 1 0.1 1 0.1
43 1 0.1 1 0.1
45 33 3.5 33 3.2
48 1 0.1 1 0.1
50 186 19.8 13 14.9 199 19.2
55 3 3.4 3 0.3
60 34 39.1 34 3.3
65 3 3.4 3 0.3
70 25 28.7 1 16.7 26 25
75 1 16.7 1 0.1
80 3 50.0 3 0.3
920 1 16.7 1 0.1
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Buildings of Industrial Units Registered under the Micro Small

and Medium Enterprises Development Act, 2006 (27 of 2006)

15 195 34.8 195 33.9
16 1 0.2 1 0.2
17 2 0.4 2 0.3
18 3 0.5 3 0.5
20 206 36.7 206 35.8
22 2 0.4 2 0.3
24 1 0.2 1 0.2
25 151 26.9 1 7.7 152 26.4
30 3 23.1 3 0.5
35 2 15.4 2 0.3
40 2 15.4 2 0.3
45 5 38.5 5 0.9
50 1 100.0 1 0.2
Total 561 100.0 13 100.0 1 100.0 575 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala
|
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Property Tax Rates fixed by Local Governments for requirements for other Industries

APPENDICES

40 348 37.0 348 33.7
43 1 0.1 1 0.1
45 23 2.4 23 2.2
50 422 44.9 11 12.6 433 41.9
55 18 1.9 5 5.7 23 2.2
58 1 0.1 0.0 1 0.1
60 127 135 37 42.5 164 15.9
65 7 8.0 7 0.7
68 1 11 1 0.1
70 26 29.9 1 16.7 27 2.6
80 1 16.7 1 0.1
85 1 16.7 1 0.1
20 3 50.0 3 0.3
Total 940 100.0 87 100.0 6 100.0 1033 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments on Hotel, Restaurants, Shops, Warehouses with floor area above

100 sgqm for commercial purpose

% Share

% Share

No.

%

Share Share

50 383 40.7 383 37.0
52 1 0.1 1 0.1
55 38 4.0 38 3.7
60 405 43.0 405 39.2
65 20 2.1 20 1.9
70 94 10.0 16 18.4 110 10.6
75 6 6.9 6 0.6
80 33 37.9 33 3.2
85 8 9.2 8 0.8
920 24 27.6 24 2.3
100 1 16.7 1 0.1
105 1 16.7 1 0.1
110 3 50.0 3 0.3
120 1 16.7 1 0.1

Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala
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Property Tax Rates fixed by Local Governments for Hotel, Restaurants, Shops, Warehouses with floor area up to
100 sqm

30 300 31.9 300 29.0
32 2 0.2 2 0.2
35 33 3.5 33 3.2
38 2 0.2 2 0.2
40 293 311 8 9.2 301 29.1
42 1 0.1 1 0.1
43 1 0.1 1 0.1
45 60 6.4 60 5.8
50 188 20.0 12 13.8 200 193
55 9 1.0 5 5.7 14 1.4
58 1 0.1 1 0.1
60 51 5.4 31 35.6 82 7.9
65 10 11.5 10 1.0
70 21 241 1 16.7 22 21
80 3 50.0 3 0.3
920 2 33.3 2 0.2
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Super Markets, Shopping Malls with floor area above 200
sqm for commercial purpose

70 348 37.1 348 33.8
75 33 3.5 33 3.2
80 428 45.6 428 41.5
82 1 0.1 1 0.1
85 10 11 10 1.0
920 118 12.6 17 19.5 135 131
100 13 14.9 13 13
105 1 11 1 0.1
110 10 11.5 10 1.0
120 17 19.5 17 1.6
125 1 11 1 0.1
130 7 8.0 7 0.7
135 1 11 1 0.1
140 20 23.0 2 33.3 22 2.1
150 3 50.0 3 0.3
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160 1 16.7 1 0.1

Total 938 100.0 87 100.0 6 100.0 1031 100.0
Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Super Markets, Shopping Malls with floor area up to 200 sqm
for commercial purpose

30 204 21.7 204 19.8
32 1 0.1 1 0.1
35 6 0.6 6 0.6
40 198 211 6 6.9 204 19.8
43 1 0.1 1 0.1
45 37 3.9 37 3.6
50 272 29.0 5 5.7 277 26.8
55 18 1.9 4 4.6 22 21
56 1 0.1 1 0.1
58 1 0.1 1 0.1
60 200 21.3 28 32.2 228 221
65 5 5.7 5 0.5
70 39 44.8 39 3.8
75 1 16.7 1 0.1
80 2 333 2 0.2
920 3 50.0 3 0.3
Total 939 100.0 87 100.0 6 100.0 1032 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Commercial purpose such as Bunks, Petty Shops, Computer
Centre, Fuel Station

30 325 345 325 314
32 1 0.1 1 0.1
35 23 2.4 23 2.2
40 256 27.2 15 17.2 271 26.2
43 1 0.1 0.0 1 0.1
45 35 3.7 1 11 36 35
50 191 20.3 15 17.2 206 19.9
55 9 1.0 2 2.3 11 11
60 100 10.6 27 31.0 127 12.3
65 3 3.4 3 0.3
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70 24 27.6 24 2.3
75 0.0 1 16.7 1 0.1
80 0.0 3 50.0 3 0.3
920 0.0 2 333 2 0.2
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala

Property Tax Rates fixed by Local Governments for Industrial purpose such as khadi shed, cashewnut factory,

cattle stock shed etc

10 346 36.8 346 33.5
11 1 0.1 1 0.1
12 17 1.8 17 1.6
13 2 0.2 2 0.2
14 2 0.2 2 0.2
15 326 34.6 21 24.1 347 33.6
16 1 0.1 1 0.1
17 2 0.2 2 0.2
18 2 0.2 1 1.1 3 0.3
20 242 25.7 29 333 271 26.2
25 19 21.8 19 1.8
30 17 19.5 4 66.7 21 2.0
40 2 333 2 0.2
Total 941 100.0 87 100.0 6 100.0 1034 100.0

Source: Consolidated from Sanchaya Software, Information Kerala Mission, Government of Kerala
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Appendix 2.3: Details of Property Tax Levied on Central Public Sector
Enterprises from 2014 to 2020

Air India-Air Craft Maintenance Base 5.49
Airport Authority of India 0.18
Arm Reserved Camp 1.61

Bharat Electronics Limited 8.02

Bharat Heavy Electricals Limited 15.41

Bharat Petroleum Corporation Limited 20.96

Bharath Sachar Nigam Ltd 512.79 21.49 19.21
Central Intelligence Office 0.97
CERAMICS 6.14

ESI Corporation 0.50 0.96 6.88
Fertilisers And Chemicals Travancore Limited 81.52 77.90

Fluid Control Research Institute 41.45

Food Corporation of India 23.38 2.57

Harbour Engineering 0.51
Hindustan News Print Limited 91.48

Indian Cardamom Research Institute 3.88

Indian Oil Corporation Limited 18.72

Indian Rare Earths Limited 76.26 8.31

Indus Tower Ltd 2.19

Inland Navigation 0.80

Kerala Electricals Ltd 1.61

Khadi village industries 0.76

Life Insurance Corporation of India 3.60 21.36

National Thermal Power Corporation Limited 12.47 0.29

NCC Commander Office 0.05
New India Assurance 0.95

National Institutes of Technology 2.28

National Silkworm Seed Organization- Silk Board 3.76

Oil Palm Ltd 5.81

Plantation Corporation 1.27

PowerGrid Corporation 9.26

Rice Research Station 0.93

Rubber Board 12.78

Shipyard 147.08
Spice Park 29.75

State Bank of India 1.33 4.19
State Ware Housing Corporation 0.28

Telecom 2.13 0.71

Travancore Titanium 12.12
Warehouse Cooperation 5.22 0.45

Source: 6t SFC data collected from Local Governments, 2021
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Appendix 2.4: Details of Service Charge Levied on Union Government
Buildings from 2014 to 2020

All India Radio 93,840 93,840
Brahmos Aerospace 7,08,630 7,08,630
Bharath Sachar Nigam Ltd 5,21,117 16,868 5,37,985
Central Bureau of Investigation 1,46,980 1,46,980
Central Coir Research Institute 1,86,000 1,86,000
Central PWA building 5,10,354 5,10,354
Central Stamp Depot 68,870 68,870
Central Ware Housing Corporation 4,29,228 4,29,228
Centre for Development of Advanced Computing 9,22,044 9,22,044
Commercial Tax Tower 64,38,930 64,38,930
Employees' State Insurance, Corporation 9,618 10,337 34,68,156 34,88,111
Ex-Servicemen Contributory Health Scheme 4,651 4,651
Food Corporation of India 13,790 5,48,490 15,75,112 21,37,392
Hindustan Petroleum LTD 16,020 16,020
Income Tax Office 18,772 4,69,848 3,24,460
Indian Rare Earths Ltd 1,620 1,620
Inland Water Terminal 7,336 7,336
Institution of English 1,17,480 1,17,480
Kendriya Vidyalayam 1,11,520 1,11,520
Life Insurance Corporation 1,555 36,110 37,665
Mobile Tower 4,206 4,206
P&T Co-Axial Maintenance 46,212 46,212
Port office 4,726 4,726
Post Office 9,732 163 8,179 18,074
Provident Fund Commissionerate 10,91,200 10,91,200
Indian Railways 43,290 1,80,586 2,23,876
Raj Bhavan 6,94,859 6,94,859
Reserve Bank of India 73,19,724 73,19,724
Rice Research Station 81 81
Sports Authority 1,710 1,710
Sree Chitra Thirunal Medical Science 11,34,018 11,34,018
Stamp Manufactory 4,46,616 4,46,616
Subsidiary Intelligence Bureau 1,56,708 1,56,708
Telcom Division 19,925 58,620 78,545
Vikram Sarabhai Space Centre 22,694 22,694

Source: 6™ SFC data collected from Local Governments, 2021
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Appendix 2.5: Government Order on Notification of Category I and II Village
Panchayats

175
5529280/2021/(RD) LSGD

© Regn. No. KERBIL/2012/45073
CHOG MdHOID ated 05-09-2012 with RNIT

““wnug(c)gll“' Kerala \ S / k Reg No.KL/TV(N)/634/2021-2023

eHOE NMVE)
KERALA GAZETTE

@R MVOWOMmeMo
EXTRAORDINARY

@R Wd 0B850 (a Moo sEmma@
PUBLISHED BY AUTHORITY

@) UMDy Do, 2021 a5 es26rud 07
07th October 2021
adelfo 10 QJJDVO SAE aandd Bd
4o 1197 & 21 "’“,:"‘? 2946
Vol. X ) 21st Kanni 1197 .
Thiruvananthapuram, —_—

Ihursday 1943 @pwfIme 15
15th Aswina 1943

GOVERNMENT OF KERALA
Local Self Government (RD) Department

NOTIFICATION

G.0.(Ms) No. 226/2021/LSGD Dated, Thiruvananthapuram, 6" October, 2021
20" Kanni, 1197.

In exercise of powers conferred by sub-rule (6) of Rule 3 of the Kerala Panchayat Building
Rules, 2019, the Government hereby notify the following Grama Panchayats in the State as

Category- 1 Village Panchayats and Category — 11 Village Panchayats namely:-

This is a digitally signed Gazette
Authenticity may be verified through https://compose kerala.gov.in
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Karavaram
2. |Mudakkal
3. Kizhuvalam

4. |Kadakkavoor
5. |An juthengu

6.  |Vakkam

7. |Azhoor

8. |Kattakkada

9. |Vembayam

10, Karakulam
i Mangalapuram
12. [Pothencode
13. |Andoorkonam
14, Kalliyoor

15, |Maranalloor

16, Malayinkeezhu

1. Thodiyoor

=3

Oachira

This is a digitally signed Gazette

o

Category - 1 Village Panchayats:-

Thiruvananthapuram District
.I7. 'Balaramapuram
‘|8. .Vilappil
19. Vilavoorkkal
20. Pallichal
21. ‘Venganoor
22. Karumkulam
23, Kottukal
24, Athiyannoor
‘25. ‘Kanjiramkulam
26. Parassala
27, .Thirupuram
28, .(‘hirayinkeezhu
29, Chenkal
30, Aruvikkara

31. Manikkal

Kollam District

1. Kalluvathukkal

‘I ’ ‘Poothakkulam

[ %]

Authenticity may be verified through https://compose kerala.gov in/
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5529280/2021/(RD) LSGD 3 b
3 'Kulasekharapuram 13. | Adichanalloor
4. |Panmana '14. Thrikkaruva
s, 'C havara 15. .Elampalloor
6. ‘Panayam 16. Kottamkara
7. |Perinad 17. Thrikkovilvattom
8. ‘Nedumpana 18. .Mayyanad
9. ‘(‘hirakkara 9. 'Pathanapuram
‘IO. (Chathannur

3.

-Kozhancheri Ayiroor
2. Malappalli ‘
Al ha Distri
1. ’Arookutty 7. .Kumarapuram
b2A ’Thaikanussery 18. .(‘hingoli
k3A c hennam-Pallippuram 9. ‘Cheppad
4. |Aroor 20. vPathiyoor
. ‘Ezhupunna 21. Muthukulam
6. Kodamthuruth 22. Kandalloor
7. Kuthiathode 23. Devikulangara
8. ‘Vaynlar 24, lKrishnapuram

This is a digitally signed Gazette.
Authenticity may be verified through hitps://compose kerala.gov.in/
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9. Thanneermukkam
10. Kanjikkuzhi

11, Muhamma

12, |Mararikkulam South
13. |Aryad

14, Mannanchery

15. Karuvatta

16. Karthikappally

1. Thalappalam

(5]

Thidanadu

3. Poonjar

4. |Athirampuzha
5. [Nendoor

6. Arpookara

7. |Aimanam

8. Vijayapuram
9, Thiruvarpu
10. Puthupally

11. Panachikkad

This i a digitally signed Gazette

126.
27.
28.
29,
30.

31,

. Mannar
.Chennithala-ﬂuiperumthura
“Thazhakara
‘(‘henikulangara
‘Bharanikkavu
‘Ambalappuzha North

.Ambalappuzha South

Kottayam District

Authenticity may be verified through https://compose kerala.gov in/

. Meenadam

. Vazhapally

. ‘Paippad

. Thrikodithanam

. Chirakkadavu

. .Kanjiruppally

. Manarcadu

. .Manjoor

. 'Thalayola Parambu
. Mulakkulam

. 'Velloor
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1. |Munnar

2. Vazhathope

1. Nedumbassery

2. Chengamanad

3. Kunnukara

4. Puthenvelikkara

5. Koovappady

6. Rayamangalam

7. |Okkal

8. Vengola

9. |Vazhakulam
10 [Edathala
11, [Keezhmad
12, (Choomikkara
13 [Kunnathunad
14, |Vadavukode-Puthencruz
15. Malayattoor-Neeleswaram
6. Kalady

7. Kanjoor

This i a digitally signed Gazette

Idukki District

3,

Mariyapuram

skl Tikel

23.
124,
125,

26.

28.
29,
30,
31,
32,
33,
34,
135,
36.

137,

138,

39,
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Ezhikkara

.Chendamangalam
'Vadakkekara
Chittattukara

! ‘Kolluvally

‘Njarackal

Elamkunnapuzha

‘Mulavukad
Chellanam
'Kumbulungi
Cheranelloor
‘Kadamakkudy
‘Amballur
Chottanikkara
‘Udayampcroor
‘Mulamthuruthy

'Kumbalam
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18, |Sreemoolanagaram
19. Karumalloor
20. Kadungalloor
21. |Alangad

22, Varappuzha

. |Kadavallur
2. |Porkulam

3. |Kattakampal

4. |Choondal
s, Kandanassery
6. Kadangode
. Desamangalam
8, Erumappetty

9. |Mullurkara

10, |Velur

11, Thiruvilwamala
12, |Chelakkara
13, |Vallathol Nagar
‘ 14, |Orumanayur

5. Kadappuram

This i a digitally signed Gazette

6

40, Valakam
41, .Paipra
42, Nellikuzhi

43, ‘Nayarambalam
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Thrissur District

36.
37.
38.
39,
40.

41,

43,
a4,
s,
46.
47.
48,
49,

50,
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Chazhoor
Manalur
Anthicad
Thanniyam
Paralam

Vallachira

. |Avinissery

Cherpu
Mathilakam
S.N. Puram
Edathiruthy
Kaipamangalam
Perinjanam
Eriyad

Edavilangu
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16.  |Punnayurkulam
17. |Vadakkekad
‘ 18, |Punnayur
9. Engandiyur
20. Vadanappally
21 [Talikkulam
22. Mullassery

23, |Venkitangu
24. |Elavally
25, Pavaratty

26, |Avanur

27. |Tholur

28, |Mulamkunnathukavu
29, |Kaiparamba

30. |Adat

31, |Arimpur

32, |Madakkathara
33, |Puthur

34, [Nadathara

35. |Kolazhy

This i a digitally signed Gazette
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51
2.
53,
54,
s5.
56.
's7.
58.
59,
60.

61,

63,
64,
65.
66,
l67.
68,

69.

Poyya

Alur
Annamanada
Karalam
Parappukkara
Muriyad
Kattur

Trikkur
Puthukkad
Nenmenikkara

Alagappanagar

. Vellookkara

Vellangallur
Poomangalam
Padiyur
Melur

Mala

Koratty

Kadukkutty
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5529280/2021/(RD) LSGD s
Palakkad District

1. Thirumittacode 11, Akathethara
2. |Thrithala 2. ‘Koduvayur
3, Ongallur 3. .Puthunagaram
4. Muthuthala 14. Alathur
5. Vaniyamkulam 15. Kollengode
6. |Pirayiri 116. Lekkidi- Perur
7. [Thenkara 7. .Vadakkenchen'y
8. Puthuppariyaram 18. Parali
9. Marutharode 19. Vadavannur
10, |Pudussery

Malappuram District
1. Kizhuparamba 22, Peruvallur
2. Vazhayur 23. Nannambra
3. [Cherukavu 24, ‘Kannamangalam
4. |Chelambra 25, 'Olhukkungal
5. |Pallikkal 26, 'Parappur
6. |Urakam 27. 'Venguru
7. |Kuruva 28. Abdu Rahiman Nagar
8. Koottilangadi 129, Thennala
9. Kodur 30. Edarikode

APPENDICES
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10, |Perumanna Clari
11, |Ponmundam
12 Tanalur
13, Cheriyamundam
14, Kuttippuram
5. Irimbilyam
16. Thirunavaya

17. | Talakkad
18, Triprangode
19 |Vallikkunnu

20, Thenhippalam

21. Mooniyur

1. |Eramala

2. Azhiyoor

3. |Chorode

4. |Valayam

5. (Chekkiad
6. |Thuneri

7. Edachery

8. Kunnummal

This i a digitally signed Gazette

31
32.
33,
34,
135,
36.
37.
138.
39,

40

Kalady

.Edappal
‘Alamcode
‘Marancheri
Aricode
Cheekkode
'Kuzhimanna
Muthuvallur
Pulikkal

'Vazhakkad

Kozhikoede District

27.

28,

30.
31,
32,
33,

34,
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Chelannur

Thalakkulathur

. Kakkodi
‘(‘hathamangalum
Kuruvattoor
.Kunnamungalam
‘Mavoor

‘Peruvayal
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9. Nadapuram
10. Ayancheri
1. |Villiappally
2. Keezhariyur
13, Koothali
14. [Perambra
15, | Thiruvallur
16. Maniyur
7. Meppayur
18, Thurayur
19, | Thikkodi
20. Naduvannoor
21, |Panangad
22, |Balussery
23. |Ulliyeri

24, |Atholi

25, (Chemancheri

26. [Nanmanda

1. Panamaram

e

Pulpally

This i a digitally signed Gazette

35,
36.
37.
38.
)
40.
41
2.
a3,
44,
45
46,
47,
48,
o
50,

s1.

10

Perumanna
Olavanna
‘(‘hengonukavu
Kakkur
'Karasscry
‘Kadalundy
Kizhakkoth
Kottur
Kuttiyadi
'Madavoor
Moodadi
Narikkuni
“Thiruvambadi
‘Unnikulam
Kodanchery
'Kattippara

Thamarassery

: ‘Kodiyathur

W | District

ls,

6.

Vythiri

‘Meppadi
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3. Poothadi 2 Moopainad
4 Meenangadi
Kannur District
1. |Karivellur-peralam 24. Kadambur
2. Kadannapalli-Panapuzha 125, ‘Peralassery
3. Kunhimanglam ‘26. .Muzhippilangud
4. |Cheruthazham 27. Koodali
5. [Ezhome 28. Keezhallur
6. |Madayi 29, ‘Chittariparamba
7. |Kurumathur 30. ‘Pat(iyam
8. Pariyaram ‘31. 'Kunnathuparamba
9. |Cherukunnu 132, Vengad
10. Kannapuram 133, ’Mangauidam
11, Narath 34, Mokeri
12, Pappinissery 35, Panniyannur
13, Kalliasseri 36 ‘Kollayam-Malabar
14. Mayyil 37, ‘Pinarayi
15, [Irikkur 38. Dharmadom
16. Kuttiyattoor 139, 'Eranholi
7. Kolachery 40, Kadirur
18. |Azhikode 141, New Mahe
Sttty g BTt Semegh Sy g Bl ol
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19,
20,

21.

23.

5529280/2021/(RD) LSGD

Valapattanam
Chirakkal
Munderi
Ancharakandy

Chembilode

Manjeshwar
Mangalpady
Kumbala
Madhur
Chemnad
Chengala

Mogral Puthur

Category — I1 Village Panchayats:-

42,
43,
44,

45.

12

-

Chockli
.Ramanthali
M attool

Peravoor

Kasargode District

Udma
Pallikkara

‘Ajanur

. Pilicode
. ‘Valiyaparamba

. 'Thrikkaripur

Pulloor - Periya

APPENDICES

All other Grama Panchayats in the State not mentioned above as Category — | Village Panchayats,

By the order of Governor,

SARADA MURALEEDHARAN

Explanatory Note

Additional Chief Secretary.

(This does not form part of the notification, but is intended to indicate its general purport.)

Sub-rule (6) of Rule 3 of the Kerala Panchayat Building Rules, 2019 provides that the
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5529280/2021/(RD) LSGD 13

the village Panchayats accordingly and decided to publish the same in the Gazette.

This notification is intended to achieve the above object.

PUBLISHED BY THE SUPERIN TENDENT OF GOVERNMENT PRESSES
AT THE GOVERNMENT CENTRAL PRESS, THIRUVANANTIIAPURAM, 202

This i a digitally signed Gazette
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Government may for the purposes of the said Rules, categorise the Village Panchayats into
Category — 1 and Category ~II Village Panchayat according to the criteria mentioned in sub-rule (6)
(b) and to publish the same by notification in the official Gazette. The Government have categorised

Digitally signed by Salim A
Date:2021.10 08 06:16:03 «0530

Sixth State Finance Commission

149




APPENDICES
Appendix 2.6: Slabs Showing Proposed Property Tax Minimum Rates for Local
Governments based on the Fair Value of the Land

Appendix 2.6.1: Slabs Showing Proposed Property Tax Minimum Rates for Village
Panchayats and Municipalities based on the Fair Value of the Land

A. Residential
SINo | Fair Value of Land Basic Tax Rate (In Rupees)
Village Village Municipality
Panchayat | Panchayat Il
1 Upto 1,00,000 5 4
2 1,00,001 to 2,50,000 7 6
3 2,50,001 to 5,00,000 8 7 9
4 5,00,001 to 7,50,000 10 9 11
5 7,50,001 to 15, 00,000 11 10 12
6 Above 15,00,001 13 12 14

B. Hotels, restaurants, shops, godowns, having floor area upto 100 sq. meters

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat Il
1 Upto 1,00,000 30 20 40
2 1,00,001 to 2,50,000 40 30 50
3 2,50,001 to 5,00,000 50 40 60
4 5,00,001 to 7,50,000 55 50 65
5 7,50,001 to 15, 00,000 60 55 70
6 Above 15,00,001 70 60 80

C. Hotels, restaurants, shops, godowns, having floor area above 100 sq. m..

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat Il

1 Upto 2,50,000 60 50 70
2 2,50,001 to 5,00,000 65 55 75
3 5,00,001 to 7,50,000 70 60 80
4 7,50,001 to 10,00,000 75 65 85
5 Above 10,00,000 85 75 90
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D. Super markets, shopping malls, having floor area upto 200 sq. m.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No- Village Village Municipality
Panchayat | Panchayat Il

1 Upto 1,00,000 40 35 50
2 1,00,001 to 2,50,000 50 45 55
3 2,50,001 to 5,00,000 65 60 60
4 5,00,001 to 7,50,000 60 55 65
5 7,50,001 to 15,00,000 65 60 70
6 Above 15,00,001 70 65 75

E. Super markets, shopping malls, having floor area above 200 sq. m.

| Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat Il

1 Upto 2,50,000 80 70 90

2 2,50,001 to 5,00,000 90 80 100

3 | 5,00,001 to 7,50,000 110 100 120

4 7,50,001 to 10,00,000 120 110 130

5 Above 10,00,000 130 120 140

F. Super markets, shopping malls, having floor area above 201 sq.. and upto 500 sq..

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat Il

1 Upto 2,50,000 90 80 100

2 2,50,001 to 5,00,000 110 100 120

3 5,00,001 to 7,50,000 120 110 130

4 7,50,001 to 10,00,000 130 120 140

5 Above 10,00,000 140 130 150

G. Super markets, shopping malls, having floor area above 501 sq.. and upto 1,000 sq. m.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat Il
1 Upto 2,50,000 110 100 120
2 2,50,001 to 5,00,000 120 110 130
3 | 5,00,001 to 7,50,000 130 120 140
4 7,50,001 to 10,00,000 140 130 150
5 Above 10,00,000 150 140 160
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H. Super markets, shopping malls, having floor area above 1,001 sq. m. and upto 5,000 sq. m.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat Il

1 Upto 2,50,000 120 110 130
2 2,50,001 to 5,00,000 130 120 140
3 5,00,001 to 7,50,000 140 130 150
4 7,50,001 to 10,00,000 150 140 160
5 Above 10,00,000 160 150 170

. Super markets, shopping malls, having floor area above 5,001 sq.. and upto 10,000 sq. m.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat I

1 Upto 2,50,000 130 120 140
2 2,50,001 to 5,00,000 140 130 150
3 5,00,001 to 7,50,000 150 140 160
4 7,50,001 to 10,00,000 160 150 170
5 Above 10,00,000 170 160 180

J.  Super markets, shopping malls, having floor area above 10,001 sq. m.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No- Village Village Municipality
Panchayat | Panchayat Il

1 | Upto2,50,000 140 130 150
2 2,50,001 to 5,00,000 150 140 160
3 5,00,001 to 7,50,000 160 150 170
4 7,50,001 to 10,00,000 170 160 180
5 Above 10,00,000 190 180 200

K. Bunks, petty shops, computer centre, fuel station, for commercial purposes

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat I
1 Upto 2,50,000 30 20 40
2 2,50,001 to 5,00,000 45 35 55
3 5,00,001 to 7,50,000 50 40 60
4 7,50,001 to 10,00,000 55 45 65
5 Above 10,00,000 60 50 70
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L. Office purposes (including office building of industries)

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat Il
1 Upto 2,50,000 30 20 40
2 2,50,001to 5,00,000 40 30 50
3 5,00,001 t010,00,000 50 40 60
4 Above 10,00,000 60 50 70

M. Handloom shed, coir making shed

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat I
1 Upto 2,50,000 10 5 15
2 2,50,001to 5,00,000 15 10 20
3 5,00,001 t010,00,000 20 15 25
4 Above 10,00,000 25 20 30

N. Other industrial purposes

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat Il
1 Upto 2,50,000 40 30 50
2 2,50,001 to 5,00,000 45 35 55
3 5,00,001 to 7,50,000 50 40 60
4 7,50,001 to 10,00,000 55 45 65
5 Above 10,00,000 60 50 70

O. Educational purposes

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
° Village Village Municipality
Panchayat | Panchayat Il
1 | Upto2,50,000 4 4 6
2 2,50,001 to 5,00,000 6 5 8
3 | 5,00,001 to 7,50,000 8 6 10
4 7,50,001 to 10,00,000 10 8 12
5 Above 10,00,000 12 10 14
P. Hospitals
Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat I
1 | Upto2,50,000 6 4 8
2 2,50,001to 5,00,000 10 8 12
3 5,00,001 t010,00,000 12 10 14
4 | Above 10,00,000 13 11 15
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Q. Assembly building, Convention Centre, Auditorium, Marriage Halls/Auditorium, Lodge, Cinema Theatre.

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat I
1 Upto 2,50,000 20 10 30
2 2,50,001to 5,00,000 30 20 40
3 | 5,00,001t010,00,000 35 25 45
4 Above 10,00,000 40 30 50
R. Resorts
Sl Fair Value of Land
No. Village Village Municipality
Panchayat | Panchayat Il
1 Upto 2,50,000 70 60 80
2,50,001 to 5,00,000 75 65 85
3 Above 5,00,001 80 70 90

S.Amusement Parks

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No.
Village Village Municipality
Panchayat | Panchayat I
1 Upto 2,50,000 20 10 30
2,50,001 to 5,00,000 30 20 40
3 Above 5,00,001 40 30 50

T. Buildings of industrial units registered as Micro, Small, Medium Enterprises

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality
Panchayat | Panchayat Il
1 Upto 2,50,000 20 15 30
2 2,50,001to 5,00,000 25 20 35
3 5,00,001 t010,00,000 30 25 40
4 Above 10,00,000 35 30 45
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Appendix 2.6.2: Slabs Showing Proposed Property Tax Minimum Rates for Municipal
Corporations based on the Fair Value of the Land

A. Residential
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 1,00,000 12
2 1,00,001 to 5,00,000 14
3 5,00,001 t010,00,000 16
4 Above 10,00,000 18

B. Hotels, restaurants, shops, godowns, having floor area upto 100 sq. meter for commercial

purposes
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 1,00,000 60
2 1,00,001 to 5,00,000 70
3 5,00,001 t010,00,000 80
4 Above 10,00,000 90

C. Hotels, restaurants, shops, godowns, having floor area above 100 sq. meter for commercial

purposes
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 1,00,000 90
2 1,00,001 to 5,00,000 100
3 5,00,001 t010,00,000 105
4 Above 10,00,000 110

D. Super markets, shopping malls, having floor area upto 200 sq. meter for commercial

purposes
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 1,00,000 70
2 1,00,001 to 5,00,000 75
3 5,00,001 t010,00,000 80
4 Above 10,00,000 90

E. Super markets, shopping malls, having floor area above 200 sq. m.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)

1 Upto 5,00,000 140

2 Above 5,00,000 150
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F. Super markets, shopping malls, having floor area above 200 sq. m. and upto 500 sq. m.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 150
2 Above 5,00,000 160

G. Super markets, shopping malls, having floor area above 500 sq.. and upto 1,000 sq.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 160
2 Above 5,00,000 170

H. Super markets, shopping malls, having floor area above 1,000 sq.. and upto 5,000 sq.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 170
2 Above 5,00,000 180

. Super markets, shopping malls, having floor area above 5,000 sq.. and upto 10,000 sq.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 180
2 Above 5,00,000 190

J.  Super mark

ets, shopping malls, having floor area above 10,000 sq.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 190
2 Above 5,00,000 200

K. Bunks, petty shops, computer centre, fuel station, for commercial purposes.

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 60
2 2,50,001 to 5,00,000 75
3 5,00,001 to 7,50,000 80
4 Above 7,50,000 90

L. Office purposes (including office building of industries)

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 70

Sixth State Finance Commission

156



APPENDICES

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
2 2,50,001 to 5,00,000 75
3 Above 5,00,000 80

M. Handloom shed, coir making shed

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 25
2 2,50,001 t010,00,000 30
3 Above 10,00,000 40

N. Other industrial purposes

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 5,00,000 70
2 5,00,001 to 7,50,000 80
3 Above 7,50,000 90

O. Educational purpose

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 15
2 2,50,001 to 5,00,000 16
3 5,00,001 t010,00,000 17
4 Above 10,00,000 20
P. Hospitals
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 15
2 2,50,001 to 5,00,000 16
3 5,00,001 to 7,500,00 17
4 Above 7,50,000 20

Q. Assembly building, Convention Centre, Auditorium, Marriage Halls/Auditorium, Lodge, Cinema

Theatre
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 7,50,000 50
2 Above 7,50,000 60
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R. Resorts
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 25,00,000 90
Above 25,00,000 95
S. Amusement Parks
SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 7,50,000 50
Above 7,50,000 60

T. Buildings of industrial units registered as Micro, Small, Medium Enterprises

SI No. Fair Value of Land Basic Tax Rate
(In Rupees)
1 Upto 2,50,000 35
2 2,50,001 to 5,00,000 40
3 5,00,001 to 10,00,000 45
4 Above 10,00,000 50

Appendix 2.6.3: Slabs showing proposed Property Tax Minimum Rates of Mobile Towers
based on the Fair Value of the Land

Sl Fair Value of Land Basic Tax Rate (In Rupees)
No. Village Village Municipality Municipal
Panchayat | Panchayat Il Corporations
1 Upto 15,00,000 1,400 1,300 1,500 1,500
Above 15,00,000 1,900 1,800 2,000 2,000

]
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Appendix 2.7: Proposed Amendments to the Acts Regarding Own Revenue of
Local Governments

Appendix 2.7.1: Other General Acts applicable to Local Governments

1. Rule 3. Land Relinquishment Act, 1958

(1) A registered holder may Land for the widening of roads and for new roads by Local
relinquish in favour of the Governments are obtained by voluntary surrender. At
Government the wholeorany  present, since there is no provision for this in Kerala Land
portion of any land enteredin  Relinquishment Act, 1958 lot of litigations are going on
his name in the revenue and it is a big hindrance for development. For this, Rule 3
records, provided that such  of the Kerala Land Relinquishment Act, 1958 may be

land or portion of any land amended to facilitate relinquishment of land in favour of
entered in his name in the Local Governments also.

revenue records, provided
that such land or portion or
land is in his possession and
free of encumbrances.

(2) Where any land is in the
possession of a cultivating
tenant and the
intermediaries, if any, of such
land may jointly relinquish
the same or any portion
thereof in favour of the
Government, provided that
such land or portion of land is
free of encumbrances.

2. Kerala Local Authorities Entertainments Tax Act, 1961

Rules Amendments proposed

Rule2. Definitions. — (@) “Entertainment’ should include the following;:
(4) “entertainment” includes any
exhibition, performance, amusement, | a) Cinematograph film exhibited on television, screen

game, sport or race to which persons through Video Cassette Recorder or through Cable

are admitted for payment; [2] [but Television Network.

does not include any magic b) Television exhibition; amusements; recreation

performance] parlours; entertainments provided by direct to home
service.

c) Any amusement or exhibition or performance or

pageant or game or sport, whether held indoor or

]
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Rules Amendments proposed

outdoor, to which the persons are admitted on
payment.

d) Dance performances, musical performances, theatrical
performances including cultural programs, dramas,
ballet to which persons are admitted on payment

e) Providing entertainment by way of cyber cafe and
recreation parlours

f) River/boat cruise/boat rides/water sports or jet
skiing

(ii) Entertainment Tax shall be levied in respect of each
person admitted or deemed to have been admitted
on payment and the tax shall be due and
recoverable from the proprietor.

(iif) Every proprietor or provider of entertainment shall
submit returns relating to tickets issued.

(iv) If no return is submitted or a false return is
submitted, the Assessing Authority can assess the
tax to the best of his/her judgement. In such cases,
tax shall be five times the tax avoided.

(v) Dues can be collected as if it were arrears of Land
Revenue for which purpose the Assessing
Authority shall have the power of the Collector
under the Revenue Recovery Act.

(vi) Also, dues should be collected by Magistrates on
application as if it were a fine imposed by him.

(vii) All tickets to be issued through online as far as
possible.

(viii) All returns to be filed online and facilities to be
made available for e-Payment etc.

(ix) The Authority competent to assess the tax shall
have all the powers of a Court under the Code of
Civil Procedure for the purpose of summoning and
enforcing attendance and compelling production of
document.

(x) Inthe case of theatres, issue of tickets and
assessment of Entertainment Tax by the Local
Governments should be on the basis of a software.
In the case of multiplex theatres, using their own
software, the owner should have the obligation to
provide a bridge software to push the data
required by Local Governments.

(xi) The existing provision to be modified accordingly.
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Rules | Amendments proposed

A new provision for registration of providers of certain entertainment activities to be incorporated
as follows and they shall pay registration/renewable charges as follows:

Sl. No. | Category of proprietor/persons Amount of
Registration
Charges/renewal
Charges (Rs.)
(i) Multiplexes 10,000/ -
(if) Cinema halls or theatres other than multiplexes 5,000/ -
(v) Games on slot machines for commercial purpose within the 5,000/ -
jurisdiction of the concerned LG
(vi) = Games on slot machines on floating off shore vessels 10,000/ -
(vii) | Cable television/antennae/dish operators having connections 1,000/ -
but not exceeding 100 connections
(viii) | Cable television/antennae/dish operators having connections 2,500/ -
but not exceeding 500 connections
(ix) Cable television/antennae/dish operators having connections 5,000/-
exceeding 500 connections
(x) Cyber cafe and entertainment parlours 2,000/-
(xi) Boat/river cruises, para sailing, go carts, water sports, boat 1,000/ -
rides,

boat sports and jet skiing

3. Kerala Paddy Field Wet Land Protection Rules 2008

Rules Amendments proposed

Rule 12(9). The land conversion fees for Section 200 (3 A) of the Kerala Panchayati Raj Act
conversion of unnotified wet land is given 1994 reads as under

in the Schedule of the above Rules under A village panchayat may levy from land owner, a
Rule 12(9). The rates range from 20% to 40%, land conversion cess at such rates and in such
30% to 50% of the Fair Value of the manner as prescribed in respect of paddy fields,
concerned land in Village Panchayats, marshy lands, pond or wet land which he was
Municipalities and Corporations holding and has been converted into garden land
respectively and are to be remitted in a or land on which there is a building.

separate Fund in Government Treasury.

Section 230 (3) of the Kerala Municipalities Act 1994 reads as

under:
The Municipality may in the manner prescribed
levy a land conversion cess not exceeding rupees
seventy-five per are from the landholder in respect
of a paddy field, marshy land, pond or watershed
held by him which is converted into garden land or
building site.

]
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Rules Amendments proposed

Since this provision is already still there in KM Act 1994,
it is not proper to collect Land Conversion Fees and
deposit in a separate Fund. Hence it is recommended to
amend Rule 12(9) of Kerala Paddy Field Wet Land
Protection Rules 2008 as such to facilitate getting this revenue
to the Funds of Local Governments in tune with the provision
of Section 230 (3) of the Kerala Municipalities Act 1994 and
Section 200 (3 A) of the Kerala Panchayat Raj Act 1994.

Appendix 2.7.2: Amendments to the Kerala Panchayat Raj Act, 1994
A. ACTS

1. Section 228 of KPR Act 1994:- Licence for Private cart-stand

ACT Amendments to be made
Section 228 Word “Cart-Stand” may be substituted
1) No persons shall open a new private cart-stand with word “all Vehicles” so as to include
or continue to keep open a private cart-stand all Private Parking Spaces.

unless he obtains from the village panchayat a
licence to do so. Such licence shall be got
renewed by the licensee every year.

2) The Village Panchayat shall, as regards private
cart-stands already lawfully established, and
may at its discretion, as regards new private cart-
stands, grant the licence applied for, subject to
the payment of the prescribed fee and to such
conditions as the Village Panchayat may think fit
as to supervision and inspection, sanitation and
such other matters as may be prescribed, or the
village panchayat may refuse to grant such
licence for any new cart-stand.

3) The Village Panchayat may modify the
conditions of the licence to take effect from a
specified date.

4) The Village Panchayat may at any time suspend
or cancel any licence granted under sub-section
(2) for breach of the conditions thereof.

5) The Village Panchayat may levy on every grant The annual Licence Fees to be increased
or renewal of a licence under this section a fee to Rs.1,000/-from the existent Rs. 200/ -
not exceeding two hundred rupees. and renewal fee also to be fixed as

Rs.1,000/-.

6) The licensee of a private cart stand may levy fees
at rates not exceeding the maximum prescribed.

]
Sixth State Finance Commission 162



APPENDICES

2. Section 222 of KPR Act 1994:- Licence for Private Markets

ACT Amendments to be made

No definition for Private Markets is given in For the purpose of this section private market
this section an explanation may be inserted as follows:

“Private Markets includes also a shopping
complex having more than six shop rooms.”

1) No person shall open a new private market or
continue to keep open a private market unless
the person has obtained a licence from the
Village Panchayat to do so. such, licence shall
be got renewed by the licensee every year.

2) The village panchayat may, -

(a) grant the licence applied for, subject to such
conditions as it may think fit as to supervision
and inspection, sanitation and water supply,
weights and measures to be used, rents and
fees to be charged and such other matters as
may be prescribed.

(b) refuse renewal of a licence if it is satisfied that
such refusal is justified in public interest.

(c) at any time suspend or cancel any licence
granted under clause (a) for breach of any of
the conditions thereof.

(d) modify the conditions of the licence to take
effect from a specified date; and

(e) In a case where renewal of licence is refused
under clause (b) the reasons therefor shall be
intimated to the licensee and in case the licence
cures such defects within the time prescribed
such application shall be reconsidered.

3) No market fee shall be charged in evening
markets (Anthichanthas) and the licence for
the same shall be granted free of charge but
shall be subject to such conditions as to
supervision and inspections, sanitation and
weights and measures to be used as may be

prescribed.

4) when a licence granted under sub-section (2) The minimum rate of Licence Fee may be
permits the licensee to levy any fee from the enhanced by amendment of Section 222 of KPR
private market, a licence fee not exceeding Act 1994 as follows:
one third of the gross income of the owner
from the market in the preceding year shall (@) Area of the market is below 5 Ares:
be charged by the village panchayat: Rs.2,000/ -

(b) Area of the market is between 6 and 10
Provided that in the case of a new market the Ares: Rs.5,000/-
licence fees shall be fixed by the Panchayat at (¢) Area of the market is between 11 and 20
rates which shall not be less than the amounts Ares: Rs.10,000/ -
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ACT

Amendments to be made

given hereunder, namely:-

(i) if the area of the market is not more than
0.1 hectare, rupees two hundred.

(ii) if the area is more than 0.1 hectare but
less than 0.2 hectare, rupees four
hundred.

(iii) and if the area is more than 0.2 hectare,
rupees five hundred.

(d) Area of the market is above 20 Ares:
Rs.15,000/ -

The renewal fees may also be collected at the
same rates every year and the fees for renewal
may also be amended as such.

5) The Village Panchayat or any officer duly
authorized by it may close a private market
which is unlicensed or the licence for which
has been suspended or cancelled, or which is
held or kept open contrary to the provisions of
this Act after prior intimation.
3. Section 270, 271 of KPR Act 1994:- Registration of Private Hospitals and Para-medical Institutions
=]
£ ACT Amendments to be made
o
@
1. On or after the commencement of this 1. Rules framed in 1997 to be suitably
Act, no private hospital or para- amended to raise the Registration Fee and
medical  institutions  shall  be Renewal Registration Fee from 200/50 as
established within the territorial area given below based on the number of beds in
of a village panchayat without prior case of Hospitals and area of building in
registration in that village panchayat. case of Para Medical Institutions fixing slabs
for this.
2. Every application for registration in
respect of a private hospital to private Hospitals
paramedical institution or for the - No. of Beds below 50 -Rs 1,000/-
renewal of the registration shall contain - No. of Beds 51 to 100 -Rs.3,000/ -
such  particulars and shall be - No. of Beds101 to 200 -Rs 5,000/ -
e accompanied by such fees as may be - No. of Beds above 200 -Rs10,000/ -
(; prescribed. The renewal fees may also be collected at the
g same rates every year.
3 Section 270 A

A. Penalty for maintaining and running
private hospitals and private paramedical
Institutions without registration. - Any
person who maintains or runs a private
hospital or a para-medical institution in
contravention of the provisions of this Act
or without registration under this Act or
continue to maintain or run the same after
cancellation of registration shall, on
conviction, be punished with fine which
may extend to five thousand rupees and
with a further fine which may extend to five
hundred rupees for each day during which

Sixth State Finance Commission

Paramedical Institutions and Clinics Rs.1,000/ -

The renewal fees may also be collected at the
same rates every year.

2. For Registration and renewal online
platform to be provided.

3. Fees for issue of duplicate Registration
Certificate to be enhanced @ 50% of
Registration Fee.
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Section

Section 271

Section

Section 266

Section 267

ACT

the offence continued.

Collection of fees by the village panchayat.

The village panchayat may collect such
annual fees from the private hospitals for
any service rendered by it at such rates as
may be fixed by them, subject to the rules
made by the Government for the purpose
but the fees so collected shall be at
different rates for private hospitals of
different standards.

Section 266, 271 of KPR Act 1994:- Registration of Tutorial Institutions

ACT

On or after the commencement of this Act, no
tutorial institution shall be established within a
village panchayat area without prior registration
obtained from that village panchayat and an
application for such registration shall be made to
the village panchayat concerned in the prescribed
manner along with such fee as prescribed:
Provided that a tutorial Institution existing in a
village panchayat area at the commencement of
this Act shall be deemed to have been registered
under this Act if the person conducting it makes
an application for ‘registration to the village
panchayat within the date fixed by the
Government for the purpose.

. Such registration shall be renewed annually and

the application shall be made to the Village
Panchayat in the prescribed manner along with
fee.

Penalty for maintaining or running unregistered
tutorial institution. -

Any person who maintains or runs a tutorial
institution in contravention of the provisions of this
Act or who establishes and maintains a tutorial
institution without obtaining the registration
certificate under this Act or who after cancellation
of the registration certificate issued to him continues
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Amendments to be made

Amendments to be made

Rules framed in 1999 to be
suitably amended to raise the
Registration Fee and Renewal
Registration Fee from 200/50 to a
higher rate based on the area of
building and Slabs may be fixed
for this as follows:

Area of the building

i. Below 50 Sq. -Rs.500/-

ii. 51 to 100 Sq. -Rs.1000/-
iii.101 to 150 Sq. -Rs.2000/ -
iv. 151 to 200 Sq. - Rs 5000/ -
v. Above 200 Sq. -Rs.10000/ -

The renewal fees may also be
collected at the same rates every
year.

For Registration and renewal
online platform to be provided.
Private Colleges including all
Self-financing Professional
Colleges also to be brought under
Registration.

Fees for issue of duplicate
Registration Certificate to be
enhanced @ 50% of Registration
Fee.
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Amendments to be made

to run such an institution shall on conviction be
punished with fine which may extend to one
thousand rupees 205 [and further fine which may
extend to one hundred rupees for each day during

which the offence continued.]

5. Section 253 of KPR Act 1994 :- Making good the Revenue loss , wastage due to misconduct

ACT

Amendments to be made

(Section 253 was Omitted by Act 13 of 1999
with effect from 1/10/2000). (Before omission
the Section read as under:-)

“Liability of the President, Vice Chairman,
Chairman of Standing Committee, the
Secretary, or any members with respect to the
loss, waste or misapplication of property —

1. The President, Vice Chairman, Chairman of
Standing Committee, the Secretary, or any
member of a Panchayat, shall be personally
liable for any loss, waste or misapplication
of money or other property of the
Panchayat which has been caused or
facilitated by his misconduct or wilful
negligence.

2. If after giving the President, Vice
Chairman, Chairman of Standing
Committee, the Secretary, or the member
concerned a reasonable opportunity for
showing cause to the contrary, the
Government are satisfied that the loss,
waste or misapplication of money or other
property of the Panchayat is caused as a
direct consequence of the misconduct on his
part, the Government shall by order in
writing, direct such President, Vice
Chairman, Chairman of Standing
Committee, the member, Secretary, to pay
to the Panchayat before a fixed date, the
amount required to be reimbursed to it for
such loss, waste or misapplication.

3. If the amount is not so paid it shall be
recovered in the same manner as an arrear

Due to the amendment omitting this Section in
1999, it is not possible now to make good the
revenue loss, waste, sustained as a result of
waste or misapplication of money or other
property of the Panchayat caused as a direct
consequence of the misconduct on the part of
the President, Vice Chairman, Chairman of
Standing Committee, the Secretary or any
member of the Panchayat, as the case may be.

Restoring this section as such, will help to
make them act more responsibly and thus
prevent Revenue loss to Panchayats in future.

Hence, it is recommended to take steps to
restore this Section urgently.
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ACT Amendments to be made

of land revenue and credited to the Fund of
the Panchayat.

4. Any person aggrieved by an order under
sub-section (2) may, within one month from
the date of receipt by him of the order,
apply to the District Court to modify or set
aside such order and that court after taking
such evidence as it thinks necessary may
confirm, modify or remit such amount
recovered and make such order as to costs as
it thinks proper in the circumstances of the
case.”

6. Section 209A to 210 of KPR Act 1994:- Revenue from Advertisements

For making good the Revenue loss to a certain extent, the
With the advent of GST, Advertisement | following recommendations are made:

Tax has been subsumed in it and At present there is no rules seen framed to regulate
Section 209 of KPR Act 1994 has been granting of permission for erection of Arches and setting
omitted and Power of Local up of Advertisement Boards in Panchayats. For enabling
Governments to collect Advertisement them to collect Licence fees and regulate the erection of
Tax as such has been withdrawn and as Arches and setting up of Advertisement Boards in
a result, heavy Revenue loss has been Panchayats, the following recommendations are made:
sustained by the Local Governments. 1. Rule has to be formulated in this respect in tune with the
Kerala Municipality (Erection of Arches and setting up of
But still the power to grant permission Advertisement Boards in Public Streets and Public

of erection and regulation with respect
to Advertisement hoardings, boards etc
still vests with the Local Governments.
For this the enabling provisions are
from Sections 209A to 210 in the Act.

Places) Rules 1999 with amendments enabling
Panchayats to give permission, regulate and collect
Licence fees from all types of Advertisement boards /
Arches displayed both in Public and Private Places, in
uniform pattern for the same across the State.

2. For this, Section 209 A(3) of the KPR Act 1994 also to be
amended suitably.

3. Adequate provision also to be made in the above
proposed rules to accommodate the system of
outsourcing the right to construct, maintain and run Bus
shelters/Bus Stations/ Traffic roundabouts/ Street lights
etc.to various Advertisement agencies on BOT and other
basis so as to prevent Revenue loss in such cases.

4. There should be also provision to collect the lease amount
from the advertisers of boards/ arches placed on public
land over and above the licence fees and minimum rates
also to be prescribed in the proposed Rules.

]
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7. Section 243 (1) of KPR Act 1994 Limitation Period

ACT

Amendments to be made

243. Limitation for recovery of dues. - (1)
No distraint shall be made, no suit shall be
instituted and no prosecution shall be
commenced in respect of any tax or other
sum due to a Panchayat under this Act or
any rule or bye-law, or order made under
it after the expiration of a period of three
years from the date on which the distraint
might first have been made, a suit might
first have been instituted or the
prosecution might first have been
commenced, as the case may be, in respect
or such tax or sum:

194[Provided that in the case of
assessment under sub-section (2) the
above said period of three years shall be
computed from the date on which
restraint, suit or prosecution might first
have been made, instituted, or
commenced, as the case may be, after
making such assessment.

The period of limitation for recovery of dues
under Section 243(1) which is three years
should be enhanced to 12 years in tune with
the Limitation Act.

8. Section 203 (15) of KPR Act_1994:- Property Tax payable date

ACT

Amendments to be made

The annual property tax assessed in respect of a
building shall be payable in two half-yearly
instalments. The instalment in respect of any half-
year shall be paid before the last day of the said half-
year and if not paid within that date, fine under
section 209E shall be applicable from the next day.
Provided that there is no bar for onetime payment of
annual property tax in the first half- year itself.

Since the instalment in respect of any half-year
can be paid before the last day of the said half-
year , it is not possible to take action against
defaulter during the half year. Earlier the last
date was stipulated as on the last day of the first
month of the half year in Urban Local
Governments.

It would be more beneficial if the annual
property tax is levied and collected in one
instalment and the last day of remittance to be
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ACT
Amendments to be made

fixed as the last day of January of the financial
year and fine under section 209E shall be
applicable from the 1t of February of the
financial year

Appendix 2.7.3: Kerala Panchayat Raj Act, 1994 -Taxes to be withdrawn

1. Section 200 (4) of KPR Act 1994:- Show Tax

ACT Amendments to be made
(4) (i) A show tax shall be levied on all shows within Since Entertainment Tax has been
the village panchayat area at the rates prescribed subsumed in GST at present this Tax
by Government in this behalf. has become irrelevant and may be
withdrawn. Hence Section 200 (4) of
Explanation. - the term ‘show’ includes any KPR Act 1994 may be omitted.
entertainment, exhibition performance,

amusement, game, sport or race to which
persons are admitted on payment of money.

(i) The tax leviable shall be payable by and
recoverable from the owner of the premises if he
receives rent for the show or if no rent is paid,
the proprietor of the show including any person
responsible for the management thereof.]

2. Section 200 (3), 206 of KPR Act 1994:- Duty on Transfer of Property

ACT Amendments to be made

Section

A duty shall also be levied in every village panchayat areaon  Since this is not being
transfers of property in accordance with the provisions of  collected, after it got
section 206. subsumed under

General Purpose Fund

in 2004 Section 270 may
Duty on transfer of property. - (1) The duty on transfer of [~ ... 4

property shall be levied -
(a) in the form of a surcharge on the duty imposed by the
Kerala Stamp Act, 1959, on every instrument of the
description specified below, which relates to the

Section
200 (3)

Section
206
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ACT Amendments to be made

Section

immovable property situated in the area under the
jurisdiction of a village panchayat; and

(b) at such rate as may be fixed by the Government not
exceeding five per cent on the amount specified below
against such instruments: Description of instrument
Amount on which duty should be levied (1) (2)

(i) Sale of immovable property. The amount or value of the
consideration for the sale as set forth in the
instrument.

(if) Exchange of immovable property. The value of the
property of the greatest value as set forth in the
instrument.

(iil) Gift of immovable property. The value of the property
as set forth in the instrument

(iv) Mortgage with possession of immovable property

The amount secured by the mortgage as set forth in the
instrument 153

(v) (a) assignment on lease of immovable property for more
than one year. The same stamp duty on a bottomry bond
(item 14 of the Schedule to the Kerala Stamp Act, 1959)
which may be remitted or payable as per the lease deed.

(b) assignment on lease of immovable property for not less
than one year but not more than five years. The same
stamp duty on a bottomry bond (item 14 of the Schedule
to the Kerala Stamp Act 1959) on one year’s average lease
amount or price fixed.

(c) assignment on lease of immovable property for more than
five years but not exceeding ten years. The same stamp
duty on a sale deed (items 21 or 22, as the case may be, of
the Schedule to the Kerala Stamp Act, 1959) for a
consideration equal to the average of lease amount fixed
for a year.

(e) assignment on lease of immovable property exceeding ten
years but not being a perpetual lease If the lease is
subsisting for a very long period the same stamp duty as
on a sale deed (item 21 or 22, as the case may be, of the
Kerala Stamp Act, 1959) for a consideration equal to three
times the average yearly lease amount or price remitted or
paid for the first ten years.

153 Inserted by Act 7 of 1995.

(e) Perpetual lease of immovable property Total amount of
lease remitted or paid during the first fifty years, as shown
in the instrument]

(vi) Release, that is to say, any instrument whereby a person

renounces a claim upon another person or against any

]
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ACT Amendments to be made

Section

specified property when such release does not operate in
favour of his or her spouse or children. The amount or
value as set forth in the released deed.

2. On the introduction of the duty as aforesaid, -

(a) Section 28 of the Kerala Stamp Act, 1959 shall be read as
if it specifically required the particulars to be set forth
separately in respect of property situated in the area
under the jurisdiction of a village panchayat and in
respect of property situated outside such area; and

(b) Section 62 of the Kerala Stamp Act, 1959 shall be read as
if it referred to the village panchayat as well as
Government.

3. The Government may make rules not inconsistent with this
Act for regulating the collection of the duty, the payment
thereof to the Village Panchayat and the deduction of any
expenses incurred by the Government in the collection
thereof.

4. The amounts collected in all the village panchayats in the
State as duty on transfer of property under this section
shall be pooled every year for the entire State and
distributed among the village panchayats after deducting
three per cent thereof towards collection charges.

5.Seventy-five per cent of the amounts payable to the village
panchayats under subsection (4) shall be distributed among
all the village panchayats in the State in proportion to the
population of the village panchayat areas as ascertained at
the latest census of which the relevant figures have been
published. The balance of twenty-five per cent of the
amounts shall be distributed to the village panchayats in
such proportion as may be fixed by the Government or such
other officer as they may authorise by special or general
order having regard to the area, available resources, needs
of development and cost of Panchayat administration.

Appendix 2.7.4: Kerala Panchayat Raj Rules to be amended

1. The Panchayat Raj (Compounding of offences) Rules, 1996

Rules Amendments to be made
Secretary is empowered to compound The Schedule appended in this Rule was not updated
any offence with the permission of and revised at par with the amendments made later in
President by collecting maximum of 50 the Act. The rates of Fine was also not revised. Since only
per cent of fine prescribed. maximum 50 per cent of the Fine can only be levied as

per Rule 9 at present, Revenue loss is sustained. To tide
over this, following recommendations are made:
.|
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Rules Amendments to be made

1. The Schedule as per Rule 3 is at par with Schedule
VI of KPR Act dealing with Fines which can be
imposed by a Magistrate on conviction. But certain
amendments/insertions made in the Act were not
simultaneously made in Schedule VI of the Act and
this rule was not amended then accordingly. Now
it is recommended revision of the Schedule VI by
adding the Sections left out and also revision of the
rates of Fine. (Appendix 2.8 table B1 & B3). The
Schedule appended in this rule as per Rule 3 may
be amended as such incorporating all amendments
in Schedule VI of KPR Act 1994 given in Tables B1
and B3 in Appendix 2.8

2. The provision in Rule 9 may be amended
empowering Secretary to levy a maximum fine of
75% of the Fine in the proposed revised Schedule
Column (3). (Now it is 50%) which will result in
considerable increase of Revenue of Panchayats.
The minimum compounding fees may also be
stipulated a 25% of the Fine prescribed in each case.

2. Rule 30. Kerala Panchayat (Property Tax, Service Cess and Surcharge) Rules 2011

The current minimum rates of Service Charge that can be levied on buildings owned by the
Union Government. by Local Government are as follows:

1 If all services are fully given (Sanitation, |75 % of Tax Leviable
Water Supply, Street Lighting, Drainage)
If only partial services given 50 % of Tax Leviable

3. If no services are given 33.33 % of Tax Leviable

As this rate now has to be decided by the Local Governments, most of them are fixing the
minimum rate as shown in the third category. Since all Local Governments are giving all the
above services at least partially, it would be better if all Local Governments are mandatorily
required to levy Service Charges at least at the rate of 50 percent of the Property Tax leviable on
those buildings fully owned by the Union Government with effect from 01/04/2022. Rule 30(2)
of the Kerala Panchayat (Property Tax, Service Cess and Surcharge) Rules 2011 may be amended

as follows:
1 If all services are fully given (Sanitation, 75 % of Tax Leviable
Water Supply, Street Lighting, Drainage)
2. If at least any one of the services are partially | 50 % of Tax Leviable
given
3. If no specific service is given, for general 33.33 % of tax leviable
service

]
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3. Kerala Panchayat Building Rules 2019

The new Building Rules for Panchayat came into effect as per
G.0O.(P)No.78/2019/2019/LSGD, published in Gazette dt.2/11/2019 as SR.O.
No.829/2019.

Rule 3(5) of KMBR 2019 is as follows:

(5) Power of Government to exempt buildings - The Government may in conformity
with the provisions of the Act and in consultation with the Chief Town Planner
exempt any building from the operation of all or any of the provisions of these rules,
subject to conditions, if any, to be stipulated in the order, granting such exemptions;
Provided that such exemption shall be considered on individual application as per
criteria stipulated in Appendix M. The application form in Appendix N for
exemption shall be forwarded to the Government through the Chief Town Planner
with their remarks.

Provided further that such exemption shall be considered only if the individual
application for exemption from these rules is forwarded to the Government along
with a chalan receipt remitting the application fee in Government Treasury as
decided by Government from time to time.

(The details and fees to be remitted in Government Treasury are given in Appendix
M)

In this respect, the following recommendations are made to increase the Revenue of
Urban Local Governments:

1. The provision in Rule 3(5) and Appendix M of the Rules may be suitably amended
to enable the Panchayats to receive the exemption fees fully as given in Appendix
M of the rules.

The rate of Application Fees prescribed as per Schedule I of the Rules may be revised as

follows:
Items Existing Rate (Rupees) Recommended Rate
(Rupees)

Land Development 30 100
Building 30 100
Hut 10 50
Well 10 50
Compound Wall 10 50
Conversion of Erection of Shutter or 15 100
Door

Conversion of roof 15 100

4. Rates of Permit Fees of Buildings as per Schedule Il of KPBR 2019

1. The rate of Permit Fees prescribed as per Schedule II of the rules shows that the rates are

very low. Hence the rates are to be revised as recommended in the last column of the
Table given below:
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Iltems Rates as per KPBR 2019 Recommended Rate for
(Came into effect from Revision in KPBR (Rs.)
2/11/2019) (Rs.)
Plot sub division including land developments 750 1,000
therein if any as per rule 31 (1), (2) & (3) (Rs.
Per Ares of the land proposed for sub
division)
Other land developments (Rs. Per Hectares of 750 1,000
the land proposed for sub-division)
Pucca Building In Group | Occupancy 7 15
(Rs. Per sq.. of In Occupancies other 10 20
built- up area) than Group |
Thatched or tiled buildings —other than pucca 2 2
(Rs. per sq. metres of built-up area)
Huts or sheds (Rupees per unit including their 50 75
accessory units if any)
Residential units for Economically Weaker NIL NIL
Sections funded by Government or Local Self
Government Institutions (Rs. per dwelling
Wells (Rs. per unit) 20 100
Compound wall (Rs. per metre length) 3 10
Shutter or door conversion or erection (Rs. 300 500
per unit)
Roof Conversion (Rs. Per Sq..) 3 10

5. Kerala Panchayat (Industries, Factories, Trades, Entrepreneurships, and Other Services Licence)

Rules 1996

The following amendments are recommended to increase the Revenue of Local Governments

as per this Rule:

1. Include “Turf Football and other games Court” after item no. 159 in Schedule I of the

Rules as a separate list under the heading, “Other Services”.

2. Since the rates of Licence Fees prescribed is very low compared to the old rates
prevalent since 1996, which has resulted in a steep decline of Revenue of Local
Governments in this aspect, it is recommended to amend the Schedule III (Annual

Licence Fees) as under:

Recommended Revision of IFTEOS Licence Fees in Rural Local Governments

Existing Recommended
Rate of Revised Rate
Type of .
. Sector Range of Capital Investment Annual (In Rs.)
Enterprise .
Licence Fees
(Rs.) VP II VP1
Micro Productive | Upto 5 Lakhs 500 500 500
Enterprises | Sector
Above 5 Lakhs & Below 10 Lakhs 600 700
Above 10 Lakhs & Below 25 Lakhs 700 800
Upto 2 Lakhs 500 500

]
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Existing Recommended
Rate of Revised Rate
Type of 5
. Sector Range of Capital Investment Annual (In Rs.)
Enterprise .
Licence Fees
(Rs.) VP II VP1
Service Above 2 Lakhs & Below 5 Lakhs 600 700
Sector
Above 5 Lakhs & Below 10 Lakhs 700 800
Mini Productive | Above 25 Lakhs & Below 50 Lakhs 1,000 1,200 1,300
Enterprises | Sector
Above 50 Lakhs & Below 1 Crore 1,300 1,400
Service Above 10 Lakhs & Below 15 Lakhs 1,200 1,300
Sector
Above 15 Lakhs & Below 25 Lakhs 1,300 1,400
Small Productive | Above 1 Crore & Below 5 Crore 5,000 5,500 6,000
Enterprises | Sector
Service Above 25 Lakhs & Below 2 Crore 5,500 6,000
Sector
Medium Productive | Above 5 Crore & Below 10 Crore 10,000 | 11,000 | 12,000
Enterprises | Sector
Service Above 2 Crore & Below 5 Crore 11,000 | 12,000
Sector
Large Productive | Above 10 Crore 15,000 | 16,000 | 18,000
Enterprises | Sector
Service Above 5 Crore 16,000 | 18,000
Sector

6. Kerala Panchayat Raj (Profession Tax) Rules 1996

For the purpose of including the provision of presumptive tax, the following may be inserted

after Rule 3(3) as Rule 3 (4).

3(4) For the purpose of levying profession tax from those engaged in self-employment
companies and those transacting business and not coming within the purview of sub-rule (1), as
to which categories they shall be classified and how much half-yearly tax to be levied on each
category shall be as described below, namely:

Category Half-Yearly
Tax (Rs.)
Advocates, Private Doctors, Vaidyans, para-medical experts and others 1,250
engaged in similar professions.
ii. Business establishments registered as per GST Act. 1,250
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iii.  Inthe case of companies registered as per Companies Act, 1956, engaged in 1,250
any trade or profession
iv.  Banking instructions, Branches of Banks and Bankers defined as Banking 1,250
Company in the Banking Regulation Act.
v.  Co-operative societies registered as per the Co-operative Societies Act 1,250
(Including State, District Co-operative Banks, Urban Banks and branches
of such Co-operative Banks)
vi.  Those running Foreign Liquor Shops, Bar Hotels, Star Hotels. 1,250
vii. Those running Petrol, Diesel Pumps and Service Station. 1,250
viii. Those running Film Studio, Film Producers, Distributors Cine Artists 1,250
connected with the production of at least one film in a year.
ix.  In the case of those running factory within the purview of the Factories Act 1,250
and those running shop or business establishment within the purview of
the Shops and Establishments Act and not included in sub Rules 3,7.
x.  Inthe case of owners of vehicles having granted permit to operate vehicles 1,250
on rent or as stage carriage or as goods carriage as per the Motor Vehicle
Act,-
a. Those having two or more taxi car, van or jeep.
b. Those having two or more lorry, truck or bus.
c¢. Those having three or more autorickshaws (passenger carrier or goods
carrier)
xi.  In the case of contractors 1,250
xii.  In the case of small-scale merchants having yearly turnover not below 1,250
Rs.30,000/- and not registered under the GST Act.
Explanation: If any person or institution belongs to more than one category of the above
schedule at the same time, such person or institution shall be deemed to belong to the
category to which the highest rate of tax applicable only and the tax applicable to that category
shall be levied. In sub rule (4) the maximum rates of half yearly tax to be remitted are fixed.
The minimum rates of tax for these categories shall be as described under sub rule (1) of rule
3. If the tax payers satisfy the Local Government Institution on record about their taxable
income, the tax shall be assessed accordingly as described under the schedule to rule 3(1).

Appendix 2.7.5: Kerala Panchayat Raj Rules- New Rules to be framed

1.

Kerala Panchayat (Erection of Arches and setting up of Advertisement Boards in Public Streets and
Public Places) Rules

RULES New rule to be framed

With the advent of GST, Advertisement
Tax has been subsumed in it and Section
209 of KPR Act 1994 has been omitted and
Power of Local Governments to collect
Advertisement Tax as such has been

For making good the Revenue loss to a certain
extent, a new rule may be framed for Panchayats
in tune with the Kerala Municipality (Erection of
Arches and setting up of Advertisement Boards
in Public Streets and Public Places) Rules 1999
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RULES

New rule to be framed

withdrawn and as a result, heavy Revenue
loss has been sustained by the Local
Governments.

But still the power to grant permission of
erection and regulation with respect to
Advertisement hoardings, boards etc still
vests with the Local Governments. For this
the enabling provisions are from Sections
209 A to 209 C in the KPR Act 1994 . To
effectively implement these provisions, a
new rule may be framed in tune with the
Kerala Municipality (Erection of Arches
and setting up of Advertisement Boards in
Public Streets and Public Places) Rules
1999 with the amendments proposed, and
the loss of revenue from advertisements
due to the subsuming of advertisement tax
in GST may be lessened to some extent.

with the following amendments in the Municipal
rule:-

As per rule 3 of the Kerala Municipality (Erection
of Arches and setting up of Advertisement
Boards in Public Streets and Public Places) Rules
1999 all type of arches and advertisement boards
can be erected only after taking a Licence from the
concerned Urban Local Governments. But the
fees for this should be fixed by the Council as per
Rule 6 of the above rules. Since most Local
Governments have not fixed rates of fees by
enacting byelaws, and in cases where they are
fixed the rates are low, it would facilitate in the
increase of Revenue of Local Governments if the
above rule is amended and slabs fixed showing
the rate of fees for all types of Advertisements so
as to give a uniform pattern for the same across
the State.

Advertisements so erected and placed in Private
places also to be brought under the purview of
the Rules and amendment to be made to this
effect also.

Adequate provision also to be made in the rules
to accommodate the system of outsourcing the
right to construct, maintain and run Bus
shelters/Bus  Stations/Traffic roundabouts/
Street lights etc.to various Advertisement
agencies on BOT and other basis so as to prevent
Revenue loss in such cases.

There should be also provision to collect the lease
amount from the advertisers of boards/ arches
placed on public land over and above the licence
fees and minimum rates also to be prescribed in
the Rules.

Appendix 2.7.6: Amendments to the Kerala Municipalities Act, 1994

1. Sections 260, 261, 262, 514 of Kerala Municipalities Act, 1994:- Tax on Animals and Vessels

ACT

Amendments to be made

The Council may, by resolution, levy a tax
on such animals and vessels of the kind
specified in the rules and kept or used
within the municipal area.

Every person having possession, custody

Since no Rules has been framed, Tax cannot
be levied and collected since no rates are
specified. Rules to be framed in this matter
urgently specifying the Rates of T