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1.
Municipal Revenues
1.1
The main sources of revenue of Urban Local Bodies are Taxes and Non-Taxes (Water charges, Fees from markets and slaughter houses, Rents from commercial complexes and shops, Trade license fee, Building permit fee, Encroachment fee, Betterment / Development charges, etc.), Non-Plan and Plan grants, Loans, etc. 

2.
Municipal Taxes

2.1
The main sources of taxes of Urban Local Bodies are presented below:

	Sl. No
	Type of Revenue

	i)
	Property tax – House Tax

	ii)
	Vacant Land Tax

	iii)
	Advertisement tax


3.
Property Tax

3.1
Rate of Property Tax 


The rate of property tax, together with education tax and library cess levied under the relevant laws, will not exceed, except in Hyderabad, as shown below:

· Residential Building  


:  25% of Annual Rental Value (ARV)

· Non Residential Building

:  33% of Annual Rental Value (ARV)

In Hyderabad, the rate of tax range from 17% to 30% of ARV depending upon the rental value of the building.

3.2
Components of Property Tax


Property Tax comprises of the following components:

· A Tax for general purpose

· A water and drainage tax

· A lighting tax

· A scavenging tax

3.3
Property Tax Assessment
3.3.1
Basis of Property Tax:


Property tax in the State is based on Annual Rental Value (ARV) of property. Tax on buildings and lands shall be assessed by the Municipal Commissioner based on ARV of buildings and lands. The ARV of buildings shall be fixed with reference of the following factors:

i. Location of the building

ii. Type of construction of the building

iii. Plinth area of the building

iv. Age of the building

v. Nature of use of the building

3.3.2
Zoning based on Location

The first step is to divide the entire municipal area into convenient territorial zones with reference to expected rental values. This is to be based on the following factors:

· Availability of civic amenities like water supply, street lighting, roads and drains

· Proximity to markets and shopping centers

· Proximity to educational and medical institutions.

· Proximity to banks, post services and public offices, and

· Proximity to factories and industrial areas.

3.3.3
Classification of Buildings


After division of Municipality into territorial zones, the buildings situated in each zone are to be classified into six categories based on nature of construction as follows:

· RCC posh buildings

· RCC ordinary buildings

· Madras Terraced or Jack Arch roofed or stone slabs or slate roofed buildings

· Mangalore tile roofed or Asbestos roofed or G.I roofed buildings

· Country tiled buildings

· Huts

3.3.4
Use of Buildings


After classification of buildings based on their type of construction, they will be further classified based on the nature of use into the following categories:

· Residential

· Shops/Shopping complexes

· Public Use

· Office complexes, public and private offices, and banks

· Hospitals and Nursing Homes

· Educational Institutions

· Commercial purposes

· Hotel, Lodges, Restaurants

· Godowns and other business establishments

· Industrial Purposes i.e., factories, mills, workshops and other industries

· Cinema theatres or places of public entertainment

3.4
Deductions and Exemptions

3.4.1
Allowances for Repairs


The following deductions are allowed from the ARV attributable to the building in lieu of all allowances for repairs.

	Age of Building
	Deduction allowed

	25 years and below
	10% of ARV

	Above 25 years and up to 40 years
	20% of ARV

	Above 40 years
	30% of ARV


3.4.2
Rebate to Owner-occupied Residential Buildings


A rebate of 40% of the ARV is allowed in respect of the residential buildings occupied by the owner inclusive of the deduction permissible towards the age of building.

3.4.3
Exemptions


The following buildings and lands are exempt from payment of property tax.

· Places set apart for public worship.

· Choultries

· Recognized educational institutions including hostels, libraries and playgrounds.

· Ancient monuments not used as residential quarters or public offices.

· Charitable hospitals and dispensaries

· Hospitals and dispensaries maintained by railway institutions

· Burial and burning grounds

· Buildings and lands belonging to the municipality

· Irrigation works vested with Government.

3.4.4
Owner-occupied Residential Buildings


The owner occupied residential buildings are exempt from property tax by a resolution of the Council, if the ARV does not exceed in respect of

	Municipal Corporations
	Rs.900/-

	Selection and Special grade municipalities
	Rs.450/-

	Other municipalities
	Rs.300/-


3.4.5
Houses constructed for the Urban Poor


In respect of the houses constructed through the agencies of State Government under Weaker Section Housing Programmes, the municipality has to collect one rupee per every half-year towards property tax.

3.5
Levy of Property tax on Lands: Vacant Land Tax – VLT


In respect of lands which are not used exclusively for agricultural purposes, property tax shall be levied at the rate of 0.50% of the estimated capital value of the lands in Municipal Corporations and at the rate of 0.20% of the estimated capital value of the lands in Municipalities.

4.
Advertisement Tax


The advertisement tax is generally a neglected tax in the ULBs. But, with the increased commercial activities in the urban areas, advertisement tax needs to be exploited fully. Under this tax, ULBs in the State can levy taxes on advertisements as well as hoardings separately. 

5.
Non-Taxes

5.1
The sources of municipal non-taxes include:

i)
Water charges

ii)
Fee from markets and slaughter houses

iii)
Rents from commercial complexes and shops

iv)
Trade license fee

v)
Building permit fee

vi)
Encroachment fee

vii)
Betterment / Development charges

viii)
Contributions to water supply connections

5.2
Other Non-Tax Sources

The following are some of the minor non-tax items that can be collected by ULBs.

· Fees for issue of Birth & Death certificate and extracts of records

· Sale proceeds of swept material / compost

· Lease amount of water tanks and lakes

· Magisterial fines

· Sale of forms

· Amount realized from auction of unserviceable material

· Burial ground charges, etc.
6.
Assigned Revenues of ULBs

6.1
The main assigned revenue sources are:

A. Entertainment Tax : 90% of Entertainment Tax collected by Commercial Tax 
Department is assigned to ULBs on quarterly basis.

B. Surcharge on Stamp Duty :  Surcharge on Stamp Duty is levied @ 2% of the value 
of the instrument and collected by Registration Department and assigned to ULBs. In 
all Municipal Corporations the amount is remitted on daily basis without any 
deductions. In Municipalities, the revenues are remitted on monthly basis to the extent 
of 95% and 5% retained for administration charges. 

C. Profession Tax : 95% of Profession Tax collected by Commercial Tax Department is 
assigned to GHMC, GVMC and VMC through budget allotment. Remaining ULBs 
are not getting profession tax as salaries of these ULBs are paid from Government 
treasury.
7.
Non-plan & Plan Grants of ULBs:

7.1
Non-Plan Grants to GHMC, GVMC and VMC

i)
Per capita grant

ii)
Motor Vehicles Tax compensation

iii)
Property Tax compensation

iv)
Octroi compensation

7.2
Non-plan grants Common to all ULBs

i)
Maintenance of roads

ii)
Establishment cost of Municipalities /  Corporations

7.3
Plan Grants of ULBs

a) Jawaharlal Nehru National Urban Renewal Mission (JNNURM): 4 Components 


[Urban Infrastructure & Governance (UI&G), Basic Services to the Urban Poor 
(BSUP), Urban Infrastructure Scheme for Small & Medium Towns (UIDSSMT), 
Integrated Housing & Slum Development Programme (IHSDP)]

b) Andhra Pradesh Municipal Development Programmes (APMDP) – World Bank-
funded Project

c) Swarna Jayanthi Shahari Rozgar Yojana (SJSRY)/National Urban Livelihoods 
Mission (NULM) 

d) Indira Kranthi Padham (Urban)

e) State Finance Commission (SFC) Grants

f) Municipal Internal Roads

g) Assistance through Interest-free Loans

h) Assistance to New Municipalities for Developmental Works

i) Support for programme  for Water Supply

j) Integrated Low Cost Sanitation (ILCS)

k) Support for programme for Infrastructure

l) Provision of Basic Facilities in Municipal Schools

m) Fencing of Parks and Playgrounds in ULBs

n) Grants under Backward Regions Grant Fund

o) Rajiv Awas Yojana

8.
Loans to ULBs


Municipalities can access loans from the market : banks, Housing & Urban Development Corporation (HUDCO), etc. Some Municipal Corporations in the country, including Hyderabad have issued tax-free Municipal Bonds to raise resources for urban infrastructure. 

9.
Improving Municipal Revenues 


Measures to improve municipal revenues may include: (i) computerisation of all tax records such as property tax records, trade licensing fee records, town planning records, etc. (ii) identification of high and low taxpayers - classifying them, (iii) focusing on all major taxpayers and benchmarking - whether taxpayers are paying similar to what taxpayers with correctly-fixed taxes are paying (compare the tax per square metre of plinth area in the case of similar properties, e.g. shops, hotels, function halls, apartments, etc. and ensure that similar taxpayers pay similar taxes), (iv) bringing all tax-payers into the tax net and enhancing the tax base, e.g. getting all newly constructed buildings and those with addition constructions into tax net, (v) eliminating or reducing unnecessary exemptions,  (vi) bringing unauthorised constructions to the tax net with penal taxes imposed, and (vii) collecting continuing penalty and fines in the case of unauthorised constructions promptly, (vii) enhancing collection efficiency through fixing month-wise/daily targets for all bill collectors, tax collectors, supervisory officers, etc. and monitoring on a day-to-day basis, and (viii) instituting rewards for performance and imposing punishments for repeated non-performance.
.   


Municipal Budget
The ULBs are statutorily responsible to prepare budget every year.  Section 126 and 127 of the Andhra Pradesh Municipalities Act, 1965  and  the Andhra Pradesh Municipalities Preparation of Budget Allotment and Transfer of Funds Rules  (Budget Rules) issued in GO Ms.No.619  MA  dated7-10-1967 govern the preparation of budget in the Municipalities.

Recently, in 2008, Government of Andhra Pradesh has approved and published the Andhra Pradesh Municipal Budget Manual
Stages in the budget process


Budget Calendar for Municipal Corporations 

	Budget Activity
	Not later than

	Commissioner to convene section heads meeting to initiate budget process 
	25th September

	Circular from the Commissioner to section heads to prepare budget estimates
	1st October

	Preparation of budget estimates for sections by the section heads (functionaries)
	10th October

	Compilation of budget at accounts section 
	25th October

	Budget finalisation by the Commissioner and placing before the Standing Committee
	10th November

	Review and approval of budget by the Standing Committee to be placed before the Corporation
	10th December

	Circulation of budget booklets to the ward members/corporators
	15th December

	Sanction of budget by the Corporation
	20th February

	Submission of approved budget to the State Government for information
	1st March

	Budget copy to Examiner of Accounts and Auditors 
	Within 15 days of sanction

	Re-appropriation to the Corporation by the Commissioner 
	As and when necessary

	Additional allotment information to Corporation by the Commissioner 
	As and when necessary


 Budget Calendar for Municipalities 

	Budget Activity
	Not later than

	Commissioner to convene section heads  meeting to initiate budget process 
	25th September

	Circular from the Commissioner to section heads to prepare budget estimates
	1st October

	Preparation of budget for sections by section heads (functionaries)
	10th October

	Compilation of budget at accounts section 
	25th October

	Budget finalisation by Commissioner to place before the Council


	7th November

	Circulation of budget booklets to the ward members/councillors (at least seven days before the  budget meeting of the Council) 
	8th November

	Budget approval in the Council
	15th November

	Budget approval  (again by the Council),  if  the Council fails to approve the budget with or without modification in the first meeting 
	22nd November

	In case budget is not approved by the Council in two meetings, it would be forwarded by the Chairperson to Government for approval

	Submission of approved budget to the State Government for information through the Collector and Commissioner & Director of Municipal Administration (CDMA)

	Submission to Collector (by municipality)
	31st December

	Forwarding of budget by Collector to CDMA
	15th January

	Forwarding of budget by CDMA to State Government
	5th February

	Copy of approved budget to Auditors
	31st December

	Observations if any made by Government to be placed before Council
	After receipt from the Government

	Budget additional allocation / re-appropriation to Council by Commissioner
	As and when necessary


Preparation of the ward wise and section wise budgets estimates








Review by the section in-charge at the location








Review by the section head for budget appropriateness and consolidation








Review by the Commissioner and finalization 





Review of the complied budget w.r.t the Head of Accounts





Compilation of budget at the 


accounts section 





Review by Standing Committee, in case of Corporations











Sanction by Council / Corporation





Budget copy sent to the Government
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