ANNEXURE-I

Sub.: Notification No. 1231 /9-9-2010-85]/09TC dtd. June 08, 2010 inviting
objec igaestion osed amendments in the Utta ade:
Municipal Corporation (property Tax) Rules, 2000.

In response to the above notification, we hereby record and submit our objections
and suggestion in respect to the proposed amendments in the Uttar Pradesh
Municipal Corporation (property Tax) Rules, 2000 as below -

S.No.

Proposed Rule

Objection / Suggestion

Rule 4 (1), (2) and
(3) Classification of

Property.

Municipal
Commissioner shall
classify the location of
property falling within
the provisions of
Section 174 of the
Act, wardwise and
thereafter within each
ward, it shall be
classified basing on
the situation of
property on three
different types of
roads, namely:-

(a) roads having a
width of more
than 24 meters,

(b) roads having a
width of 12
meters to 24
meters,

(c) roads having a
width less than
12 meters.

Objection:

Every property will be valued on the basis of
width of road that it is located on and also
quality of construction such as (a) Pakka
building with R.C.C. roof or R.B. roof; (b) any
other pakka building; or (c) Kachcha building
that is all Other building not covered in clauses
(a) and (b).

This system of classification of property is
absolutely impractical and unjustified for
industrial building and structures. Industrial
properties fundamentally differ in nature as
well as character from other class of buildings.

Reason:

i. In view of movement of large sized
goods vehicles in industrial areas, all the
roads are of width not less than 12
meters., Therefore value of every
industrial property will be normally in
the near highest bracket, which Iis
grossly unjustified.

ii., Expense incurred on all other classes of
buildings is far higher than that on
industrial  buildings and there |Is
absolutely no match between the class
of construction of industrial buildings
and buildings that house Residences,
Offices, Offices of Government, Semi-
Government and Public Undertakings,
Community halls, Kalyan mandaps,
marriage houses, Clubs etc.
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S.No.

Proposed Rule

Objection / Suggestion

iv.

V.

Market wvalue of all other classes of

buildings constantly increases after
completion of construction, whereas
industrial buildings immediately after
completion begin to depreciate. It must
be reiterated that even government
rules provides depreciation.

Primary objective of Industrial Buildings is

to carry out economic activity and
thereby - generate "Employment for
members of society and generate
Direct and Indirect Revenue to
contribute to State as well as
National Government Ex-Checker”
Thus directly contributing to economic
growth and development of the state
and country.

Statistics provided by the Government

of India itself highlights that more
tham 65  million employment
opportunities are generated by
“Micro, Small & Medium
Enterprises”.

Suggestion:
There must be separate classification for
industrial properties such that -

There should be separate single
classification for  industrial area
properties and must be independent of
width of roads.

Industrial buildings must be classified

into following two categories -

a. Pakka building with R.C.C. roof or
R.B. roof.

b. Shed of all kinds.

¢. The rental value fixed on Category
*b” should be lowest and act as base
rate. The rental value of category "a”
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Objection / Suggestion

minimum monthly
rate

of rent.

Explanation - Keeping
in view of difficulties
in fixation of carpet
areas, the rate on the
basis of covered area
would be BO% of
carpet area based
rates for purposes of
self-assessment.

5.No. Proposed Rule
1 Rule 4A (1) Objection:
Fixation of The explanation in the Rule 4A (1) allows

carpet area a discount of 20% over covered

area in residential properties where as non

residential properties are deprived of any such

benefit.

Reason: )

Non residential properties, particularly

industrial properties have to be planned in

conformation to provisions in the Factories Act

and Fire Safety norms, which requires -

a. Much larger free space for easy movement
of men as well as material other than
housing plant and machine.

b. Prnvisi;:ns such as canteens, tollets and
other basic facilities for the workers and
staff.

Suggestion:
Industrial properties must be permitted a
discount not less than 20% over covered area
for the purpose of calculation of Carpet area as
in the case of residential properties .

Rule 4A (2)

Fixation of
minimum monthly
rate

of rent.

In the case of non
residential buildings
and land the monthly
rate of rent per unit
area of covered area
and the

land shall be multiple
of the monthly rate of
rent fixed under sub
rule (I) as mentioned
in the schedule
below:-

Objection:
Industrial properties which are of lower grade
in terms of use are clubbed with the properties
of higher grade of use such as Community
halls, Kalyan mandaps, marriage houses,
Clubs, and same types of buildings, offices of

Government, Semi-Government and Public
Undertakings, for the purpose of "Use Factor
Multiplier”

This is in gross violation of the property
grading norms followed by the state
government itself.

Attention is drawn to the G.0O. No.

WY /E-HT-2-9EEc  UH.Y.HI./E9 did,
28" Aug. - "1998 issued by the Secretary
Housing (a copy is appended).
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S.No.

Proposed Rule

Objection / Suggestion

| 7 | Commun | Three
ity halls, | times of
Kalyan the rate
mandaps | fixed
' under
marriage | sub rule
houses, | (I}
Clubs,
and
same
types of
buildings
8 | Industria | Three
| units times of
(bullding | the rate
and fixed
land), under
offices of | sub rule
Governm | { I}
ent,
Semi-
I Governm
| ent and
Public
Undertak
| Ings

The aforesaid notification comprehensively
grades the properties on the basis of its use in
the following order -

Lowest grade - Agricultural

Next higher level - Public Utilities [/
Infrastructure

Next higher level = Industrial

Next higher level = Residential

Next higher level — Official / Institutional.
Highest level - Commercial

Reason:

The formula set out in the aforesaid
notification wvery clearly values industrial
property at a discount of 20% over residential
property. Therefore the Use Factor Multiplier
for industrial property can not be higher than
the residential property under any
circumstances.

It is also a fact that -

(i) Offiees of Government, Semi-
Government and Public Undertakings,
Community  halls, Kalyan mandaps,
marriage houses, Clubs etc are normally
located in those areas of Towns and
Metros which command highest market
value, where as industrial areas are
normally located on the most outer skirts
of the towns and Metros, which
command lowest possible market value
which is more less same as that of
agricultural land.

(i) Quality and class of facilities provided by
the Municipal corporations in areas /
localities where buildings that house
Offices of Government, Semi-
Government and Public Undertakings,
Community halls, Kalyan mandaps,
marriage houses, Clubs etc are far
superior to facilities provided in the
industrial areas.

(ii))  As per G.O No 16/N1-9-2003-79)/97 dated 27" May
2003 issued by the Principal Secretary Nagar Vikas,
Govt. of U.P far OTS of Property tax, the Industrial
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5.No.

Pruposgﬂ Rule

Objection / Suggestion

property use factor multiplier in relation to
residential property is 0.50. Copy of the G.O Is
attached.

Suggestion:

In consonance with the formula set out in the
aforesaid Govt. Orders for the purpose of
valuing property on the basis of its use, The
Use Factor Multiplier for industrial
property must not exceed 0.50 whereas
for MSME it should not exceed 0.30 and
also, those parts of buildings and
structures that are utilized for providing
facilities to the workers, staff and
employees must be excluded for the
purpose of annual rental valuation of
industrial building.

Rule 4C Tax
Assessment.

The assessment of
tax shall be made on
the basis mentioned
hereunder:-

(a) (i) Calculation of
Annual Value of
residential buildillgs -
Carpet area X fixed
per unit area monthly
rate of rent X 12

Or

Covered area X fixed
per unit area monthly
rate of rent x 12 x
80%

(ii) Calculation of
Annual Value of
residential lands -

Area of land x fixed

per unit area monthly
rate of rent x 12 |

Obj ection:

Rule 4C (b)(ii) provides for valuing land used
for nonresidential purposes. This is an open
ended provision and does not specify whether
absolutely vacant plot of land will be valued
with this method, or even that part of land will
be valued using this method which is lying
vacant and is appurtenant to the factory
building that houses plant and machinery.

Reason:
At the time of planning industrial project
following considerations have to be taken care
of -

a. Lay out plan of industrial buildings and
structures must conform with lay-out
provisions in the bye-laws of local bodies /
municipal corporations / development
authorities and also as provided in the |ease
agreement entered with the Industrial
development corporation. UPSIDC / DIC
very explicitly provided in their respective
lease deeds itself that, ground coverage
cannot exceed 70%, which means that
it is mandatory on the entrepreneur to
leave 30% of the plot of land vacant.

Page 5ol &



S.No.

Proposed Rule

Objection / Suggestion

(b) (1) Calculation of
Annual Value  of
nonresidential
buildings -

Covered area X
monthly rate of rent
per unit area fixed on
the basis of the
multiplier in relation
With the rate of
residential building X
12

(i) Caleculation of
Annual Value of
nonresidential lands -
Area of land X
monthly rate of rent
per unit area fixed on
the basis of the
multiplier in relation
with the rate of
residential building X
12

b. Industrial structures and buildings must
conform to the provisions in the Factories
Act and Fire Safety norms, which require
large set backs to be provided on all the
four sides of the industrial plot permitting
adequately free space for easy movement
of men, machine as well as material.

c. Selection of size of industrial plot must
provision adequate free space to take care
of future expansions.

d. It must also be emphasized here that the
spirit behind the provisions of Property Tax
levied - under U.P. Municipal Corporation
Act,1959 is to tax only built up structures
and buildings and not open land.

Therefore industrial properties are bound to
have large vacant area appurtenant to the
factory buildings.

Suggestion:

It must be very clearly mentioned that
Appurtenant land will be excluded from
calculation of the industrial property value,
only the built up structures will be valued, This
would remove all doubts in the mind of the tax
payer as well as the Tax assessing officials and
save the tax payers from any possible
exploitation / harassment due to any
misinterpretation due to lack of clarity.

Pramod Miglani
General Secretary
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