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[bookmark: _Toc483932362]Introduction
The AG, Karnataka, in its audit report for FY 2011 – 2012, had observed a number of discrepancies in the process of tax collection. These discrepancies have further reduced the potential revenue collection over and above the revenue foregone due to tax defaults. ICST proposes that setting up a system to monitor and hunt for such discrepancies can greatly increase the potential revenue to be collected. 
We list here the discrepancies noted by the AG, along with the additional revenue opportunities from resolving these discrepancies:
	S.No
	Discrepancy
	Revenue Foregone

	1
	Properties paying only service charges without the “no exemption certificate” that allows them the privilege
	3.18 Cr.

	2
	Short recovery of property tax from MSR Memorial Hospitals
	Not Detailed

	3
	Levying tax without considering the building area, resulting in short collection
	57 Lakhs

	4
	Not levying tax from date of sale deed/registration
	3.21 Cr.

	5
	Wrong calculations made during zone conversion/payment rebate/residential or commercial identification, etc, resulting in short collection
	1.34 Cr.

	6
	Not levying late payment fee and/or interest, or imposing the fee and interest for a shorter duration
	1.15 Cr.

	7
	Not imposing the property tax penalty for suppression/underpayment
	1.14 Cr.

	8
	Not collecting property tax as detailed in Special Instruction Letter
	17.8 Lakhs

	9
	Not levying tax from date of obtaining occupancy letter
	1.17 Cr.

	10
	Not imposing fine for unauthorized building construction/expansion
	35 Lakhs

	11
	Plan approvals by competent authorities not found
	1.62 Cr

	12
	Absence of plan while determining property tax
	39,033

	13
	Property tax not collected for Police Guest house in Magadi for 5 years
	26 Lakhs

	14
	Property tax not collected from BDA commercial complex and NGO guest house
	32.5 Lakhs

	15
	Property tax not collected as per revised rates
	22 Lakhs

	16
	Applying own flat rates for rented flats
	56.31 Lakhs

	17
	Amount collected by banks, but not received by BBMP	Comment by Admin: Need confirmation if my understanding is correct
	3.24 Cr.

	18
	Khaata registration done by not collecting betterment charges
	146.65 Cr.

	19
	Betterment expenses recovery limit not maintained
	2.4 Cr.

	Total Revenue Foregone
	167.57 Cr.



During the study, efforts were made to analyse the data pertaining to 8 selected wards received from BBMP, with a view to ascertaining the likely increase in Tax potential that could be spotted without the benefit of any scrutiny of any of the relevant documents, comparison with figures of households maintained by other service providers like BWSSB, BESCOM, BSNL Census, Food and Civil Supplies department etc as well as any type of field verification or the much needed citizen participation.  This section gives an overview of the state of property tax collection and the projections resulting from tracking the figures reported for the 8 selected wards in the city of Bangalore. Elsewhere in this report, several irregularities that a regular audit noticed have been listed. Only a close scrutiny of all the documents related to Property tax in the possession of BBMP/ owner could have led to the true revenue potential being assesed. In addition to assessing revenue potential, this report also looks at the presence of anomalies which might arise due to issues with data capture/storage, or discrepant practices at the point of collection and data entry. Deep diving into these anomalies might throw light on additional revenue opportunities which might otherwise be missed.
Even so in this section, revenue potential is worked out in three possible waysThis report is split into three brod sections-
· Revenue Potential if under reporting is resorted to
· In respect of  Anomalous Properties/Streets
· Data Anomalies
The Revenue Opportunity section details the additional revenue to be collected from 8 wards in Bangalore City. 
The Anomalous Properties section details some of the anomalies observed in the properties provided, flagging these properties for a deeper dive to understand the reason for the anomalies.
The Data Anomalies section details some of the discrepancies observed in the database/data provided itself. 
1. [bookmark: _Toc483932363]Revenue Opportunity
This section captures the additional revenue that can be collected from the 8 wards. Additional revenue is further broken down into:
· Revenue from tax dues which have not been collected
· Additional revenue which can be collected from properties which might have underreported their taxes
Tax defaulted is calculated by aggregating the tax due from properties which haven’t paid taxes from some point in time, till date.
Additional opportunity identifies the additional revenue that can be collected over and above outstanding tax dues. The additional revenue is calculated from two main sub components:
· Underreporting of tax identified from historical variation
· Underreporting of tax identified from tax variation of properties on same street
The additional revenue opportunities identified and detailed here do not factor in the penalties, fines and interest rates to be levied for late payment/suppression. 
[bookmark: _Toc483932364]1.1. Tax Revenue Identified from Historical Variation
This component identifies the potential cases of tax underpayment by looking at the historical trend of tax payments. Propert tax payments are expected to increase or stabilize. However, properties which are found to pay higher tax to a point, after which they pay lower tax are flagged, and the difference from the high tax point is captured as additional revenue opportunity. 
[bookmark: _Toc483932365]1.1.1. Illustrative Example
Detailed below is the example of the historical payments made by a single property, and the calculation of the additional revenue potential for that property. 
	Historical payments for property 
193-M0133-83
Ward No: 193

	Year
	Tax
	Max Tax Paid Till Date
	Year Potential

	2012 – 2013
	8,32,413
	8,32,413
	0

	2013 – 2014
	38,409
	8,32,413
	7,94,004

	2014 – 2015
	26,437
	8,32,413
	8,05,976

	2015 – 2016
	3,74,145
	8,32,413
	4,58,268

	2016 – 2017
	10,47,357
	10,47,357
	0

	Total Potential
	20,58,248



[bookmark: _Toc483932366]1.1.2. Overview across 8 Wards
Detailed below is the additional opportunity that can be captured by collecting on such underpayment.
	Ward
	Ward Number
	Additional Opportunity

	
	
	Total
	Top 100
	Top 10

	Arekere
	193
	5,80,02,037
	2,81,98,562
	2,04,95,476

	Basaveshwar Nagar
	100
	1,13,74,664
	64,12,827
	36,47,751

	BTM Layout
	176
	3,00,54,087
	1,29,02,203
	52,41,331 

	Kadugodi
	083
	2,83,51,162
	1,32,92,942
	89,21,396

	Sanjay Nagar
	019
	1,43,36,232
	62,93,082
	27,41,032

	Shantala Nagar
	111
	17,61,80,888
	8,54,41,903
	3,33,09,715

	Vidyaranyapura
	009
	2,28,20,951
	47,71,468
	14,35,275

	Yeshwantpura
	037
	71,76,988
	32,74,525
	10,36,469

	Total
	34,82,97,010
	16,05,87,512
	7,68,28,445



[bookmark: _Toc483932367]1.2. Tax Revenue Identified from Street Level Variation
This component identifies potential cases of tax underpayment by looking at properties on the same street. Properties on the same street are expected to be of the same value, all other factors (size, #floors, etc) remaining equal. However, if two properties on the same street with comparable characteristics are found to pay different taxes, the difference between the taxes is captured as additional revenue opportunity.
[bookmark: _Toc483932368]1.2.1. Illustrative Example
Consider the following table detailing the properties on a single street in Basaveshwar Nagar, and the gross variation in the total tax paid by different properties. 
	Street_no
	#properties
	PID
	Owner
	Total_tax_from_08_17

	W0082
	13
	100-W0082-2
	SECRETARYKARNATAKA STATE
	16,16,736

	W0082
	13
	100-W0082-16
	DEVANATH  R.
	26,694

	W0082
	13
	100-W0082-7
	N.S. Manjunath
	24,198

	W0082
	13
	100-W0082-12A
	RAJANNA  B.
	20,137

	W0082
	13
	100-W0082-8
	GANGADHARAIAH
	13,324

	W0082
	13
	100-W0082-9
	RAMESH   L   &LOKESH  L
	12,826

	W0082
	13
	100-W0082-5
	Arun KumarSiddamallappa Sajjan
	11,606

	W0082
	13
	100-W0082-10
	Jagadish  Prasad N .S
	6,041

	W0082
	13
	100-W0082-
	Vijayalakshmi S.G.
	4,498

	W0082
	13
	100-W0082-1
	KANTHAMMA  &SUSHEELAMMA
	4,017

	W0082
	13
	100-W0082-4
	SIDDARAJU M. &MANJULA
	2,714

	W0082
	13
	100-W0082-6
	S  VENKATESH
	1,751

	W0082
	13
	100-W0082-14
	Nagaraj R.
	1,603



[bookmark: _Toc483932369]1.2.2. Overview across 8 Wards
Note that this class of revenue opportunity requires additional ground truth to validate the scope of opportunity. For the purpose of this report, certain properties were chosen at random from streets with high variance, and studied as an illustrative sample, with the revenue amounts extrapolated to 100 properties and all the properties in the ward. 
	Ward
	Ward Number
	Additional Opportunity

	
	
	Total
	Top 100
	Top 10

	Arekere
	193
	
	
	

	Basaveshwar Nagar
	100
	
	
	

	BTM Layout
	176
	
	
	

	Kadugodi
	083
	
	
	

	Sanjay Nagar
	019
	
	
	

	Shantala Nagar
	111
	
	
	

	Vidyaranyapura
	009
	
	
	

	Yeshwantpura
	037
	
	
	

	Total
	
	
	



[bookmark: _Toc483932370]2. Anomalous Properties
This section captures properties which exhibit anomalous behavior in terms of their tax payments.  Anomalous properties are described as:
· Instances where the application number is repeated across properties in the same assessment year
[bookmark: _Toc483932371]2.1. Duplication of Application Numbers
This section captures the instances where the same application number is repeated across different properties, within the same assessment year. Since the repetition of application numbers happens across wards, this section cannot be broken down to a ward level. 
Properties flagged in this report might be indicative of data entry/update errors, where the application number was wrongly repeated for different properties, or might also be indicative of discrepancies in registering tax collection. PIDs flagged here might be inconvenienced due to genuine data capture issues, or might also be indicative of discrepancies at the Point of Payment/Collection. 
[bookmark: _Toc483932372]2.1.1. Illustrative Example
Provided below is the example of the payment data for two properties for the years ’16-‘17 and ’17-’18 respectively. It can be seen how the application number repeats across both the properties for the year ’16-’17.
	Property
	App_no
	Year
	Tax Paid

	176-M0133-46
	160000311
	2016-2017
	 21,094,804

	009-W0699-14
	160000311
	2016-2017
	4,707

	176-M0133-46
	890060005
	2015 – 2016
	16,874,880

	009-W0699-14
	813088268
	2015 – 2016
	4,679


[bookmark: _Toc483932373]2.1.2. Overview across 8 Wards
On the whole, 11,517 application numbers were found to be duplicated across the 8 wards. The total number of properties corresponding to these application numbers, which needs to be subject to scrutiny and further deep dives, adds up to 23,551 
[bookmark: _Toc483932374]3. Data Anomalies
This section captures issue with the database systems and the raw data itself. Data Anomalies have been observed to fall into three broad categories:
· Duplication of PIDs/Property IDs
· Mismatch between the new and old data 
[bookmark: _Toc483932375]3.1. Duplication of PID
Instances have been observed of the PID being duplicated across properties, presumably due to a data capture/conversion/storage error. This results in discrepancies in the assessment and reporting of property, while also potentially inconveniencing the owners of the said properties.
[bookmark: _Toc483932376]3.1.1. Illustrative Example
The details of 6 properties who all share the same PID in ward 193 is provided below as an example
	Ward No
	PID
	SAS ID
	12-13
	13-14 
	14-15 
	15-16 
	16-17

	193
	193-M0133-
	1580121
	1,522,241
	1,616,288
	1,636,838
	1,636,838
	2,255,899

	193
	193-M0133-
	1609846
	33,670
	31,750
	27,477
	32,287
	29,362

	193
	193-M0133-
	1541630
	6,859
	7,367
	10,946
	8,354
	11,866

	193
	193-M0133-
	1608904
	11,253
	9,339
	7,299
	7,587
	7,199

	193
	193-M0133-
	1608918
	7,850
	8,220
	6,210
	6,210
	7,735

	193
	193-M0133-
	1608061
	6,174
	7,008
	5,497
	4,455
	10,910


[bookmark: _Toc483932377]3.1.2. Overview across 8 Wards
Detailed below is the summary of the number of properties found with discrepant PIDs by ward. 
	Ward
	Ward Number
	#Properties
(As of ’16-‘17)
	#Discrepant PIDs
	#Properties Corresponding to Discrepant PIDs
	%Discrepancy

	Arekere 
	193
	17,094
	176
	2388
	14%

	Basaveshwar Nagar 
	100
	3762
	51
	132
	4%

	BTM Layout 
	176
	9393
	254
	1896
	20%

	Kadugodi 
	083
	12,684
	517
	4344
	34%

	Sanjay Nagar 
	019
	6766
	287
	1010
	15%

	Shantala Nagar 
	111
	11,769
	441
	6340
	54%

	Vidyaranyapura 
	009
	17,346
	551
	3829
	22%

	Yeshwantpura 
	037
	3931
	122
	442
	11%

	Total
	82,745
	2399
	20,381
	25%



[bookmark: _Toc483932378]3.2. Mismatch between the Old and New Data
At the outset of this study, ICST was provided with updated data for 8 wards in Bangalore City. This data included the property tax for the years which ICST had data for previously. 
The existing data and the new data was compared, and discrepancies were observed wherein payments for certain years were found to be different between the new and old data. 
[bookmark: _Toc483932379]3.2.1. Illustrative Example
Detailed below are two occurrences of data mismatch between the new and old data provided, and the revenue difference between the new and the old amount.
	Source
	PID
	Ward No.
	Year
	App_no
	Tax Paid

	New Data
	193-M0133-38
	193
	2012-2013
	531193221
	2,610,377.00

	Old Data
	193-M0133-38
	193
	2012-2013
	531193221
	1,379,046.00

	New Data
	111-W0106-15
	111
	2012-2013
	531369801
	6,901,642.00 

	Old Data
	111-W0106-15
	111
	2012-2013
	531369801
	3,558,703.00


[bookmark: _Toc483932380]3.2.2. Overview across 8 Wards
Detailed below is the number of properties where a mismatch was found between the new and old systems, and the revenue corresponding these points of mismatch, which might be subject to scrutiny. 
	Ward
	Ward Number
	#Properties exhibiting discrepancies

	Arekere 
	193
	133

	Basaveshwar Nagar 
	100
	30

	BTM Layout 
	176
	208

	Kadugodi 
	083
	50

	Sanjay Nagar 
	019
	96

	Shantala Nagar 
	111
	468

	Vidyaranyapura 
	009
	199

	Yeshwantpura 
	037
	79

	Total
	1263


[bookmark: _GoBack]
ICST	Page 8

