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GOVERNMENT OF MADRAS.

LEG‘rISLATIVE DEPARTMENT.

READ——-again the following papers :—
G.0., No. 64, Legislative, dated 17th July 1896.

ABSTRACT.— Addressing the Government of India on the subject of the propos ;
military and naval officers from the municipal profession tax. proposal. o SR

Reap—also the following papers :—

Telegram to the Government of India, Home department, dated 5th January
1897. rold

Number 4. Please wire when reply may be expected to letter 64, Legislative
b

dated 17th July 1896, regarding municipal profession tax.

;

.

Telegram from the Government of India, Home department, dated 12th January
1897. g

Number 1 Municipalit'ics. Your telegram number 4, dated 5th instant. Govern-
ment of India will allow Bill _to ‘mnond })Lstri(‘:t Municipalities Act to proceed as it
stands under a letter which will issue this week. :

FI‘OIII J- P. IIEWBJ'FT’ E'Sq.., C:I:E., SCCI‘OtaIn)v t() the GUVCPnlnent "f 1“(1i-a
Home department (Municipalities), to the Chief Secretary to the Gov st
of Madras, dated Caleutta, 14th January 1897, No. 4.

T am directed to acknowledge the receipt of your létter No. 64, Legislative, dated
e S 2y )

* Roceived on the 29th July. the l‘t‘h._# July 1896, on the subject of

: . : the taxation of salaries in Municipaliti
in the Madras Presidency, and 1n reply to communicate the following observatri)ons =

2. In the first place I am to point out that the original request of the G ¥
ment of India for the general abolition of the profession tax in so fa 1e Govern-
offect a salary fax, was withdrawn in paragraph 6 of the Home Nde )‘-litas ‘lt was in
No. 88, dated the 15th J une 1896. The Government of Madras h'wlo(- (,I"]f nt letter
into detailed arguments in support of the tax, apparently because ‘l‘d %mll‘ll entered
to whether the Govorm_nent of India accepted the profes;ion ta{ at‘ th(:‘l ut hfoi do =
the scbedule to the Blll.. 1 am to express the regret of thé Gov ‘ lo..tes given if
Council that my letter did not explicitly state the intention of tt )e ; ll‘Ol-Geneml -
Tndia, which was that they accepted that schedule. : he Government of

“
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3. The points dealt with in paragraphs and 6 of your letter are briefly as
follows :—

(@) that it is doubtful whether the statement (contained in paragraph 2 of my
letter of the 15th June last) that a salary tax is peculiar to the Madras
Presidency is accurate ;

(b} that the nature of the objections which the Government of India took to a
salary tax was unknown to the Madras Government until the receipt
of my letter of 15th June, in paragraph 3 of which reference was made

to the correspondence which had taken place in 1887 on the subject of
the profession tax ; and

" (¢) thatthe correspondence of 1881 had no reference to the levy of taxation
upon salaries or upon offices and appointments as opposed to professions,
arts, trades and callings.

4. With reference to the first of the above points, I am to say that the Govern-
ment of India had carefully examined the question before making the statement
referred to. Although in other parts of Tndia there are profession taxes, it is correct
to say that in no other provinee, except the Hyderabad Assigned Districts, does the
profession tax approximate to a salary or ineome tax, such as the tax in the Madras
Municipalities. It 1s olsowhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the natare of a salary or income-tax has only recently
been brought to the notice of the Government of India, and they intend to require a

revision of the system of Municipal taxation there.

5. T am next to observe, with reference to the second and third points noticed
above, that the correspondence which took place between 1887 and 1891 was not the
first intimation of the views of the Government of India on the subject of taxation which
resembled, or trenched on the field of, Tmperial taxation. In paragraph 26 of Home
department circular letter No. 2—96—103, dated the 28th September 1877, regarding
Municipal octrol taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where

guct faxation transgressed against acknowledged prineiples, observed as follows :—

Should this measure result in a serious falling off in Municipal revenues, it will be for Local
Governments to decide whether it may not be desirable to combine direet with indirect taxation
or to cnhance the rates on articles of consumption. Tn 1870 the reports showed that there was

a want of fertility in devising new forms of Municipal taxation, and some inclination was evinced

to copy the Imperial income tax and introduce it for Municipal purposes. Such a tax is, however,
not suitable for Muniecipalities.

The remarks of the Goverhment of Madras with reference to the tax on arts,
professions, ete., a3 recorded in paragraph 15 of their review of Municipal Administra-

tion for 1886-87, were as follows :—

The common complaint against it is that it is a double of the income tax, but the inquiry
held in Trichinopoly . . - - showed that this was not the case, and that the majority of the
persons assessed were not affectod by the Tmperial impost. This, however, appears to be due in part
to imperfection in the gchedule, gnd in part to bad assessment. If the classes in the schedule
represent income, all persons agsessed above the eighth class ought to be liable to income tax.

Tn 1891 * the Madras Government expressed their intention of re-adjusting the

* Paragraph 3 of 6.0, No. 1000, dated the 2nd incidence of the tax on arts and profes:
July 1891, $ 3 sions in connection with the revision of

: the Distriet Municipalities Act, though in
G.0., No. 692, dated the 3rd June 1889, the following remarks were recorded :—

His Excelleney the Governor in Council has given his careful consideration to the question
of altering the principles of assessment of this tax so as to equalize its ineidence, and has arrived
at the conclusion that this cannot be dono without entirely changing the nature of the tax. Such
an equalization would mean 2 graduation of the classes {iabTe so as to make the rates of assess-
ment sroportional to income, and this woald convert the tax into & regular income tax . . . -
it is such similarity as already exists between the arts tax and the Imperial income tax that isthe
ehief enuse of the unpopularity of the former. :
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I am also to invite attention in this 1
. ; te . s connection t 3 par:
section 107 of the Ql‘lgmal Bill to amend the Madras 1)?sttrl?(lt p\ua:.,'_r"lph l‘d"t‘»\ing i
E{he zmhto‘ ftlllt of Qb]ect and Reasons accompanying Mr Bué&r‘i_lllﬂlf‘lPﬂlitii‘s )
a}te t e dth .Apml 1893. .In that pqmgraph it was rmnarl'e'l“ilth iyt tsse ool
profession tax into a second income lax is for several reasons e;c:autl'mt 1 b e
xeceedingly undesirable.” ‘
3 e.”

In the light oﬁ the above-cited correspondence it does
General in Council that it can be contended t}.li;t th(e)aeb\}mt seem to the Governor-
anaware of the nature of the objections entertained by ti iras Dotieoinb wets
the salary tax. Moreover, the extract from the Grovcm? jw Government of India.tL
appears to the Governor-General in Counctl to sufficientl Pt.nt Order of 31 J““erls‘g
Lo‘(:al Government that the discussions of 1887 91‘711‘11} it igho! the contention of th“‘
offices and uppomtments as opposed to trades I‘FOI’O\‘«‘i( 3 bearing on the taxation oLf
contrary, ovident that the Madras Government tilly o ousra.ud callings. It is, on the
tax, and :_wtually hesitated to re-adjust the schedu 1(:lp}gr‘.”?mt“d the drawbacks to thb
become still more open to the objections urged by the ( ;'m(f““‘“"“ by doing so it \\'01;13
these circumstances the Governor-General in Council ernment of Indiato it. Under
Government had in mind the previous corrcspond(\'l i = the belief that the Mad i
sprcct, (1(’,011-16(1 it unnecessary more particularlv to“l'll[i}l('. ,Lmd,th.e Eawh Ol'ders-on :ﬁs
tions entertained by the Government of India to a mx‘;[ﬁl:}i t\tu\ BAkies S8 A0 Obj":f
‘ ch was assessed and levié d

in such a manner as to approximate to an income tax
y tax.

6. Paragraphs 10 to 13 of
' I your letter deal with tl
i : AeiaTk e okt
o‘fh(ifﬁcc,rts in thcfArmy, Royal Navy, and Royal Indian \12‘_‘_‘*\“0!1 of the exemption
5 ('n('}(.J'n eln%on ot . theAMadras Government is understood‘t': r;m. frrmn the salary tax.
: u) }(:lpﬂ.t raz-c‘a 1?1} ct, XI of 1881, power was taken b ﬂ)‘f (1,” follows :—By the
\(i exemp 'p(?.I’b()l]b in }lnhtary employ from certain Moo e Government of India
inlng}gelpa_llxevelllxl(ws 11)1e1ng made good to the .\quicipaﬁiit »“111’2111111111):)%9, the loss to
' a8 suc ok B g 2 B8 Oy v Noeore 9 ¢
i bt{I,)tell‘,Hm( s]u)L o’fh(us were actually exempted from tf ‘ e Secretary of State
x by the . ome Department notificativn No, 162, dated 1¢ profession and salary
tv;lblch t\_\gs issued under section 3 of the Act mf“"l"cd‘ tt) thsg 15th November 1381
is noti fcatlon, military officers in Municipalities in the M. d e the promulgation of
exemp}: rom the tax, but under section 4 of the Act of ‘12;'18 ll“‘“ Presideney have been
good by a contribution fr.om geuex:ul revenues. It is ur ‘lthe loss has been mede
exemption NOwW proposed is to deprive Municipali i that the effect of
and that this acti uld b i Ugahiay SRS Con i Fo
s i thmb \'xl'o be a reversion to the original intent; pensation payment,
of India when the Bill, which became Act XI of 1881, was un‘((l’:rof thf:dGovernment
: ' consideration, but

which was not carried out in deference to tl Tect )
Councils in the Madras Presidency. 1e objections then raised by the Municipal

7. T am to say that on principle the Government i

. . of India objec ;
o it Tt e o
apon persons oriy. Who workg fupo&a. Pﬂ'I‘t.mu.lar class of the communit ?t?l‘)xl.ous o

. vate means ; that it taps th or their living and not on those wh yl" Nt
t}I;z s / aps the same sources as the general ine : o live on their

for general taxation ; that while it is from the poi tLOmu tax and diminishes
s g b, e v S
s o i pay it on the ground
> a & ¥ (
:on_tt'eyre.c}; on tp: taxpayer by the Municipality'l '1%?2; :I?tgrt?ortlon to the b%n:;il:g
o o Gotrmest s s o, e s L
i ge eisin elr pr i T 1L anomalous to 1
i1 the employ of GOVernmem-; Whogderive %11 cg:sisrllzz t;u 4; Partwular place upo? ;IQI:‘I;Ose
forced by Government to reside and do their duty in iﬁ&’r’ﬁ general taxation, and ?111]‘:
.

g. The latter objection has, in the opini
2l ) € opinil -
force as regards the incidence of the tax opn tlfen i?liotxlxllzse‘? ernment of India, specj
reasopable that all persons, military as well as civil, Witl(') soldiers. Tt is ri,ghpt o
e tibuto to the Municipal funds in COPPeSponde’nee 1n Munieipal bounds sh and
rendered. A conservancy tax such as is imposed with the Municipal se e
S8€ TVices

Madras fulfils these conditions, and to taxation in S;El :‘;1131'1 é)lxl‘ovince of India exoept
nment of

R ment, pu>
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But, as regards a salary tax, In the first

tuke DO exception whatever. :
ent of India have themselves by section 5 (1) () of Act II of
P i' h exempts from income tax the salaries of persons of Her Majesty’s forces
1886, Whie. sty’s Indian forces, who are not in civil employ, when they do not exceed
00 :inolfth rccognised that such salaries s‘hould' be treqbed_ differently from

Rs. ¢ officers oivi ili employed on civil duties. This distinction was also
gigs-p o - the Municipality of Madras and in the Distriet Munici-
_ ~ Under Schedule B to Madras Act ILI of 1871
le liable fo Municipal taxation only if they amounted to
i respect of persons hoéding civil appointments

; 1 ri .o of public companies an trading firms was fixed
under Go° fuco: - ding tax in Mgdras ;City,I viz., the salary fax was, until the

The eorrespon . ! : v
at Bs. 30- of 1884, not leviable on the incomes of persons in military

Madras Act I :
ot exceeding Re. 500 Wwmonth. By Madras Act IV of 1884, the tax was

employ t];d in District Municipalities 0 respect of civil and military salaries, and the
¢ taxation Was altered so as to render every person holding any office or employ-

blic or private, oF employed 1n any capacity whose salary amounts to Re. 25
Under the schedule 1n the Bill now under discussion

liable to pay the tax. ! > sche :
e - it of taxation will be again raised to Rs. 30 a month, but all persons
- whose pay amounts to this sum will be liable to pay the tax. By

2% ilitary employ i , ;
jo e o 1884 the salary tax 1% Low leviable upon the mncomes of all persons

employ which exceed Re. 100 a month.
9. Under the limit fixed by Madras Act IV of 1884 the pay of .all private
1diel.'5 . the British Army resident within the limits of one of the District Munici-
s lities in Madras was liable to the tax, and under the limit now proposed while the
e rivate of Infantry will, at the present rate of exchange, escape taxation
’ e receives good conduct pay those of private soldiers of other arms and of all _

hed officers will remain liable to the tax. The possibility of discontent

uon—commissio ) : ; ; :
the part of the soldiers has been avoided by the operation of the order issued in
= dated 18th November 1881, under section 3 of Act XI of

O ¢ Home Department, vembe . £
toy!, which prohibits the levy by any Munieipal Committee of Municipal taxes upon
“the s;llaries or professions of all persons exclusively 1n military employ or subject to
Discipline and Regulation Act or the Indian Articles of War, and com-

side within the limits of a Municipality.

olled by the exigencies of military duty to re
So long a8 the order remains in torce the Municipalities of the Madras Presidency are

ded the privilege of exacting 4 contribution to their funds out of the general
_ In the opinion of the Government of India the payment of this contribution
by the general taxpayer throughout india to the funds of the Municipalities of the
Madras Presidency cannot be justified on principle. But taking into account the fact

e opinion that it is impossible under present

that the Madras Grovernment adhere to th
circumstances 0 devise any efficient sabstitute for the profession tax, they agree 0

withdraw the request that the Madras District Municipalities Bill should exempt all
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax.

am therefore to say that the Madras Government are ab liberty to proceed with the
but I am to commend to their renewed consideration the

Bill in 1ts present form, \
ain stated by the Government of India for very strong

reasons that have been ag the ( :
objection to the exceptional system of taxation formulated m Madras, and to ask that,
whatever their opinions as o the necessities of the immediate situation, they will not

desist from devising an alternative method of raising the equivalent income in a
manner free from objection.
usion, and with reference to the last paragraph of your letter, Tam to
express the regret of the Governor-General in Council that there was delay in dealing
with the Bill to amend the Madras Distriet Municipalities Act, and the subject matter
of the present correspondence. But I am to observe that the Government of India
anderstood that the question of delay had already been disposed of olsewhere, and
espondence a discussion on a matter on

they did not desire to continue in official corr
which it was believed that they had themselves some grounds for complaint.

10. In conel
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