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GOVERNMENT OF MADRAS

LEGISLATIVE DEPARTMENT

.

Rrap—again the following papers :—

(.0., No. 64, Legislative, dated 17th July 1896

£ ¥ @]’Dmont 0 n .a (§) 3 ]l 10 t f ”
mllltar an CeTs hG IIlUIliCipﬂ.l [) 0 .essli()n]tl a‘ -4 )J el
y (] “a.val Oﬂi ers jl()]ll. t T t X. X p "ul t() 6,‘!(.‘mpt

Reap—also the following papers :——

Telegram to the Government of i
1897. of India, Home department, dated 5th Ja
. o) 1uar)¢

Number 4. Please wire when reply may be ex

dated 17th July 1896, regarding municipal professio peotect to Jokiur 64, Legislative
8 bl

n tax.

Telegram from the Gover '
1897 nment Of Ind]a, IIO“]O departm()nt, dated 10”1 T
2th Janvary

Number 1 Municipalities. Y

ok ipalities.  Your telegram number :

n:eng of I(Illdl‘d. will allow Bill to amend District Muncix(.-'i’ (il‘aFEd Oth instant. Govern-
stands under a letter which will issue this week ticipalities Act to proceed ad it

From J. P. HEWETT, Es .
H y 148q., C.IE., Secretary to the o ;
Ofogzd(}'epazt'rzent (Municipalities), to the Chief S(‘C‘r'otG?"b@ntnent of India,
as, dated Calcutta, 14th January 1897 3 4313 to the Government
R Jils L . f

' am di ect i e
I I e tO aCknOWledge the I‘ecelpt Of "Oul‘ lottel' NO 6‘1 I e"iSldt.\e dat()(l
d b . D atly ‘s

* i ¢ il .

Received on the 29th July. ;}ﬁt t] a‘:ht'ﬁ J ulfy 1896, on the subject of

. d ] 3 xatrion salan ~ 5 2
in th; N;ad:;:s lﬁ’retsudlencyi and in reply to communicate tl(;e :‘lerlt:f?né“oafumcipnhties

. In the first place I am to point out that s servations

% ki 011 the original r , y
:}néa;}tt oi sIaI;gll'd fg(xl"th(i general abolition of the professizi,natlal:‘«(i]lleﬁ of the.Govern.
S datedythéﬁ%\t‘ ;sJ;wtlu}gawn in paragraph 6 of the H-Oml(]x s(-(lj,f?r as 1t was in
e de,t N arguxﬁvnts & u:upp (?r(z. f'EII;e tG‘rovermnent of Madras Jpa(;}:“;tm}‘nt letter
pport of the tax, apparently o > again entered
A ' o i s e e i
Couneil that m 1it ld"d I am to express tho regret of the (‘;t .the rates given in
e at my  letter di not explicitly state the intenti overnor-(eneral in
ndia, which was that they accepted that schedule ion of the Government of
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8. The points Jealt with in paragraphs 5 and 6 of vour letter are briéﬂv as

follows :—=
(a) that it is doubtful whether the statement (contained in paragra h 2 of m
letter of the 15th June last) that a salary tax is peculiar%o Et)he Madrays

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
¢) that the corrgspondence of 1887 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 Gorvern-
ment of India had carefully examined the question before making the statement
referred to. Although in other parts of India there are profession taxes, it is correct
that in no other province, except the Hyderabad Assigned Districts, does the
- nate to a salary or ineome tax, such as the tax in ’Ehe Madras
Municipalities. [t is elsewhere 2 trades’ license tax. The fact that the profession

s partakes of the nature of a salary or income-tax has only recently

tay 10 the Berar : ;
aeht to the notice of the Government of India, and they intend to require a

been bro \ v :
revision of the system of Municipal taxation there.

5., [am next to observe, mtp reference to the second and third points noticed
above, that the corresppndence whlch 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, oT trenched on the field of, Tperial taxation. In paragraph 26 of Home
department circular letter No. 2—96—103, dlated.the. 28th September 1877, regarding
Municipa ootroi taxations the Government of India, 1n requesting Local Governments
s nistrations to take steps to alter the system of octroi taxation in towns where

and Admnl Rk ety
such taxation transgressed against acknowledged prineiples, observed as follows :—

Should this measuro rosult It & S0 falling off in Municipal revenues, it will be for Local
Governments t0 docide whether it may not be desirable to combine direct with indirect taxation
he rates on articles of consumption. In 1870 the reports showed that there was

£ it of fertility in dovising new fo.rms of Mgmmpal taga_tion, and some inclination was evinced
jal income tax and introduee it for Municipal purposes. Such.a tax is, however,

§ he Imperl :
to copy the pMunicipa,htxes.

The romarks of the Goyernment of Madras vyith reference to the tax on arts,
ofossions, etcs 83 recorded 10 paragraph 15 of their review of Municipal Administra-
P , were 88 follows :(— ;

tion for 1886-87
mon complaint against it 18 that it is a double of the income tax, but the inquir
ik 'ﬂl?rg;’xinopol ol showed that th}s was not th.e case, and that th’e majority (()lf thyc;
P50NS agsossed were nob affected by the ].mperml impost. This, however, appears to be due in part
1;e 3 perfeotion in the gchedule, and 1n part to bad assessment.  If the classes in the schedule
o impe all persons assessed above the eighth class ought to be liable to income tax.

represent income,
n 1891 * the Madras Government expressed their intention of re-adjusting the

. 001, dated the 2 d ipeidex}ce of the tax on arts and profes-
*Par’lsm%hl3 T L i " sions in connection with the reviIe)ion zf
Jaly 1891 the District Municipalities Act, though in
@.0., No. 692, dated the 8rd Tune 1889, the following remarks were recorded :—

not suitable for

o Governor in Council has given his careful consideration to the question

zation would mean 8 grat :
: o iooma; and this would convost S0 S O togulhs income tax . ¢ -
mgtﬁpg‘iio e Alpondy exlato betwoon tho kit ta3 Ko the Imperial income tax that is the
~ ohief cauee of the '\mpopulmty of the former.

T hmmunicating 0 the L00a1 S NLIICIPAL WEPaEvomy spyows == e &

daiewll . ™% ady» L ET R T T
N 9o T A < e ik

i Jlency th . e e
7 “IHJ.B Eﬁl‘; prixz aiples of assessment of this tax so as to equalize its ineidence, and has arrived
b thwe cmonolusion that this cannot be dono without entirely changing the nature of the tax. Such
; aduation of the classes iable so as to make the rates of assess=

A
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I am also to invite attention in this connection to the paragraph relating ! PRGN v P L | Rl 73 e o
section 107 of the original Bill to amend the Madras Distriet 1){!11%??2&2\&5(‘2‘&‘& 3 ; India would tuke 0O GXf‘e[’tlQn w::;e:lfzm selve; by section 5(1) (1) of Ac’t e
the Statement of Object and Reasons accompanying Mr. Butterworth’s lvtteif \ 5 ’2].11 ‘ lace the (Government Of Il'ldmme tax the S atios of persons Qf R
dated the 4th April 1893. In that paragraph it was remarked that °* t{) cou: ut u': 1886, which exemPfB_fmm mcso who are not in civil employ, when the}j do not exceed
profession taX into a second income tax is for several reasons exceedingly uu(lvsirvtl»l,l'\ 1 ‘ or Her Majesty’s Indian f-orze that such salaries should be treated differently from

etk s ol ¥ ) 3 sirable. ' Re. 500 a month,_r?oogms,e. em loyed on civil duties. T[ns distinetion was gls-o

In the light of the above-cited correspondence it does not seem to the Governor . flicers eivil or nilitary, ewPo) ality of Madras and in the District Munici-
General in Council that it can be contended that the Madras Government gk those of o 09; ‘nise h in the Mu-[l}lcégr S);bedule B to Madras Act IIT of 1871
e o of the objections entertained by the Government uf‘Iml;":‘;c ; ongin nllyf iﬁz %‘{adras Presidency &8 ;&unieipal taxasion only if they amounted to
the slary 2% Governor0 the extract from the Government Order of 3rd Juuc'l‘.\'\g ‘ alities 083 aries were maco lf;-bl?t in respeet of persons holding ecivil appointments
appears to the Governor-General in Couneil to sufficiently answer the contention of tht ‘ mlhb;,}(r) a month, while tb m:rice of public companies and trading firms was fixed
Local Goyernment that the discussions of 1887—91 had no bearing on the taxati ’ Rs. G vernment 0F in the Se:ax in Madras (City, viz., the salary tax was, until the
offices and appointments as opposed to trades, professions and «<aiifllgs. It ‘i‘s u)n}c:t ‘ under 3(;) “The correspont n%884 not leviable on the incomes of persons in military
conirary, evident that the Madras Government fully appreciated the dr:mba(‘k; Utl: :hz at Rs. of ’ 2

] i o of Madras A 00 a month. BY Madras Act IV of 1884, the tax was
tax, and actually hesitated to re-adjust the schedule, beeause by doing so it would assing exceeding Rsh?cipalities in respect of civil and military salaries, and the

become still more open to the objections urged by the Government of India to it. Under

; 4o O . T assimi ted in Districglteredso as to render every person holding any office or employ-
these circumstances the Governor-General in Council, in the belief that the Madras T A W-aste o employed in any capacity whose salary amounts to Rs. 25

f taxa :
5 ublic or priv the tax. Tnder the schedule in the Bill now under discussion

Government had in mind the previous correspondence and their own orders on the
* o month liable f’olgao % taxation will be again raised to Rs. 30 a month, but all persons

s 100 3y ‘, A8 r o particul: - o s b X

b}lhjtbh <1(,(.111ed it unnecessary MOTe p‘uhull.arl} to advert to the nature of the objec-
tions entertained by the Government of India to a tax which was assessed and levied
in such a manner as to approximate to an income fax. .

.

whose Pay amounts to this sum will be liable to pay the tax. By

in military 9?5:0{334 thoe salary tax 18 now Jeviable upon the incomes of all persons

: o : 3o . 100 th.
6. Paragraphs 10 to 13 of your letter deal with the question of the exemption ':Madrﬂ s employ which exceed Rs o i

8 . £ P s 4 ilitary
| of officers 1o the Army, Royal I:uw}, and Royal Indian Marine from the salary tax in mill / o the limit fixed by Madras Act IV of 1884 the pay of all private
| The contention of the Madras Government is understood tu be as follows :—By ﬂ.“; 9 Under British Army resident within the limits of one of the Distriet Muniei-

‘ Municipal Taxation Act, _XI of 1881, power was taken by the Government of Indi ] ie 'in hedms was liable to the tax. and under the limit now proposed while the

to exempt persons in }11111‘[:11'}; employ from certain Muﬂiripnl imposts, the loss ;ﬁ‘. ? : o e Maivate of Infantry will, at the present rate of exchange, escape taxation
Municipal revenues being made good to the Munieipalities by the S\'Cl'l‘i'l{‘\' of 51 tn, ' g : I::;zives good conduct pay those of private soldiers of other arms and of all
in Couneil ; and such oflicers were actually exempted from the I)]'[)i:(\gsi("‘l and S;ll::r(\" aless he 1° od officers will remain liable to the tax. The possibility of discontent

O e LR 2 mission : ; i i

o caum R D eemit gt s T datd B 10 Novehes 1501 A :@%t of (he soldiers has been avoided by the operation of the order issued in
which was issued }u'nier section 3 of ﬂl(‘: .;\ot referred to. Since the promulgation »% fO’}ﬂ’ T Departmentv o oy e o Commiti gl s pen
this notification, military officers in Municipalities in the Madras Presideney h:l‘vv be “u

_ Qm{;l which prohibits the levy by any Municipal Committee of Municipal taxes upon
exempt from the tax, but under section 4 of the Act of 1881 the loss has been mad ‘ %}?e salaries or professions of all persons exclusively in military employ or subject to
good by a contribution from general revenues. It is urged that the off t.(},n lfnd y ~ the Army Discipline and Regulation Act or the Indian Articles of War, and com-
exemption Now proposed is to deprive Municipalities of this compensati A kol olled by the exigencies of military duty to reside within the limits of a Municipality.
and that this action would be a reversion to the original iuteutionlnf t‘h IO(I; it s So long 48 the order remaius in fordo the Municipalities of the Madras Presidency are
of India when the Bill, which became Act XI of 1881, was under cm”?(lmg‘t'iﬂol‘llllnlﬁ?t

; ) 1

E conceded the privilege of exacting & contribution to their funds out of the general
which was not carried out in deference to the objections then raised by the Muniei revenues. In the opinion of the Grovernment of India the payment of this econtribution
Councils in the-Madras Presidency. y the Municipal

by the general taxpayer throughout india to the funds of the Municipalities of the
Madras Presidency cunnot be justified on principle. But taking into account the fact
that the Madras Government adhere to the opinion that it is impossible under present
cireumstances to devise any efficient substitute for the profession tax, they agree o
withdraw the request that the Madras Distriet Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but Iam to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the }mmedla‘(e situation, they will not
~ desist from devising an alternative method of raising the equivalent income in a
“omner free from objection.

7. T am to say that on principle the Government of India objec : .
ax when it approximates to a salary tax. It appears to thtll(:l m(idnt (;sthﬁ profession
that it is an income tax falling upon a particular class of the communit - t:10,\:1'0113 in
upon persons only Who work for their living and not on those w.\vlmyl{vemt > fﬁ‘"’s
private means ; that it taps the same sources as the general income tax and d-oq their
{ the field for general taxation ; that while it is from the point of viev‘v of th l'n‘lmshes
i ment objectionable on this ground it is also resented, as the Government ef(rovern-
} , have on more than one occasion admitted, by the persons liable to pay it n oh Mftdras
that it is a double of the income tax ; and that it bears no propo rtzon t<:)nﬂt jebgmund
conferred on the taxpayer by the Municipality. They entertain a s bithpr b‘?m‘its
to it in its inmd.el}ce on Goverqn}ent servants as they consider it unon?alous t(:) e
a tax for the privilege of exereising their profession in a particular place u e
in the employ of Go pon persons

e

vernment who derive their income from : In conclusion, and with reference to the last paragraph of your letter, I am to
)[ torced by Government to reside and do their duty in I\/ladras.geneml i it . 1 e regret of the Governor-General fa Lorpe s b i in oot
, : Q,Eprqi" 3ill to amend the Madras Distriet Municipalities Act, and the subject matter

. 8. The latter objection has, in the opinion of the Gov - X
force as regards the incidence of the tax olix the incomes of ::1‘5?:?; OfItInigm) slpecmcll R
reasonable that all persons, military as well as civil, within Munieipal boun(;lg ‘lg mid !

contribute to the Municipal funds in .eo.rrospondenee with the Munieipal Bss o_u. g
rendered. A conservaney tax such as is imposed in every province of Indiae;;:;ez
Madras tulfils these conditions, and to taxation in some such shape the Government gf

Wi resent correspondence. But I am to observe that the Grovernment of India

6, 1’_0 d that the question of delay had already been disposed of elsewhere, and
174 not desire to continue in official correspondence a discassion on a matter on

it was believed that they had themselves some grounds for complaint.
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OrpEr—No. 6, Legislative, dated 6th February 1 897.

Communicated to the Local and Municipal de
by the Government of India in paragraph 9 of it
will bé considered.

partment, where the

: suggesti :
s letter regarding ggestion made

the profession tax

(True Extraet.)

G. 8. FORBES,

Ag. Secretary to GFovernment,

To the Liocal and Municipal department.

Exd. A. F. Eccleston.
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Reca. Enelosures
1897. :
Rega. Spare copies

G.0., }Vo. 6, 6th February 1897.

e I s

FEBRUARY.

Profession-tax in Municipalities.

Communicating to the Tiocal and Municipal department letter from the Government of India

making certain observations with respect to taxation of salaries in Municipalities.
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GOVERNMENT OF MADRAS

LEGISLATIVE DEPARTMENT

Reap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896

TR ACT. —— PO Q] 3 N e r
_ ABSTRACT. Addressing the Government of India on the sub; 5
military and naval officers from the municipal profession tax. ject of the proposal to ex t
53 B 35 ) exemp

Reap—also the following papers :—

Telegram to the Government of India, Ho
me departme
1897. 2 e department, dateq 5th January
Number 4. Please wire when reply may b ‘
e LR iy ViR e € expected t ey
dated 17th July 1896, regarding municipal profession tax. O/ leHet 64, LEgislutive,

Telegram from the Government of India, Home dopy
1897. "he department, dated 19, Janua
LT alkiuary
Number 1 Munieipalities. . Your telegram num
ment of India will allow Bill to amend Distriet My
stands under a letter which will issue this week

ber 4, dated 5t}

i it 1 instant. Gov
micipalities . Govern.

Act to pProceed ag it

From J. P. HEWETT, Esq., c.r.E., Secretary t
Home department (Municipalities), to the o,

of Madras, dated Calcutta, 14th Januar

the Covix

Chief g(’cll:ﬁt:(;mimmenl" of India

-: ik r 'Y n () ’ 9

y 18(_) ‘,7 NO_ 4 ) 0 th(, (J”"el'lllncnt
; irected to acknowledge

I am directed to acknowledge the receipt of vour letter N

the 17th * Julv ]0: b;,.i, Legislative dated
: 7 : the taxation ()f} *1-1?9-0’ on the subjer_.t of
in the Madras 31‘981dency , and in reply to communicate the ‘f;ﬁtf? e Mm:icipalitios
2. In the first place I am to point out that the origing] y VIDg observations,
ment of India for the general abolition of the profeSsit(;n Lt request of the
offect a salary tax, was withdrawn in paragraph 6 of the fix n so f
No. 88, dated the 15th :que 1896. The Government of M l?llle d
into detailed arguments in support of the tax, app Madras h

: . arently beeause
to whether the Government of India accepted the PPOfe%;iOth‘i*iuS(’ :
P aX at the e

the schedule to the Bill. I am to express the regret
« Council that my letter did not .explicitly state the Dineton?cfiothe i
India, which was that they accepted that schedule, Saan ok iths

* Roceived on the 29th July.

Govern-
ar as it wag ip
A

epartment Jettep
ave again entered

a doubt wyg felt as

ltej given in
({1‘01"(1911(31'3.1 1“
Tovernment of

——

|
a»

AOPRE

PR R

gl

RSELEREE

- e i S it e i

I it <A A

|

e s~ TR

No. 6, Lcistative, 61 FEBRUARY 1897, 3

3. The points dealt with in paragraphs 5 and 6 of vour letter are briefly as

follows :(—

(@) that it 1s doubtful whether the statement (enntninpd in pgxmgraph 2 of my

: letter of the 15th June last) that a salary tax 1s 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 \\:]110]1 r_ufcreu(fe \ms'mfulel
to the correspondence which had taken place in 1887 on the subject of

the profession tax ; and

(¢) that the correspondence of 1887 had no reference to the levy of taxation
upon galaries or upon offices and appointments as oppused 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 n}&kmg the .\,'.t:,Lt(\m(\ut
referred to. Although in other parts of India there are profession taxes, 1 1s correct
to say that in no other provinee, except theL Hyderubatl Asagned' D}st}'1.(-ts? does th(?
profession tax approximate to a salary or 1ncome tax, such as the tax in thp Mzul'ras
Munieipalities. [t is elsewhere a trades’ license tax. ‘The fact that the profession
tax in the Berars partakes of the nature of a salary or income-tax has only rooqntly
been brought to the aotice of the Government of India, and they intend to Tequire a
revision of the system of Municipal taxation there.

5. T am next to observe, with reference to the second {md third‘ points noticed
above, that the correspondence which took place between 1887 and 1891 was not the
first intimation of the views of the <-iovermncnt_nf Indiaon the subject of 'tuxut,wu which
resembled, or trenched on ﬂ}@ field of, Imperial taxatl‘ou. In pal"agrapl}r_gb. of Home
department circular letter No. ;—90’103, (1atc(l.t11(s' 28th Sept.:embcr 1877, rggm'@ng
Municipal octrol taxation, the Government of India, requqstmg Locn‘l Governments
and Administrations to take steps to alter the system of. octroi taxation in towns where
such taxation trausgres;ed against acknowledged principles, observed as follows :—

Should this measure result in a serious falling off in Municip_al revenues, it \_vﬂl' be for l;(_)feal
Governments to decide whether it may not be desirable to combine direet with indirect taxation
or to enhance the rates on articles of consumption. In 18171) the 1'«)1)Orts.sh«iwud_ that Hmn_- was
a want of fertility in devising new forms of :\[l.llli(tipﬂl taxation, and some inclination was evineed

to copy the Imperial ncome tax ana introduee it for Municipal purposes. Such a {A‘,\ is, however,
not suitable for Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
pl'ofcssiuns. ete., as recorded in pumgruph 15 of their review of Municipal Adminisira-
tion for 1886-87, were as follows :—

The common complaint against it is that it is a double of the income tax, but 'tlu{ inguiry
held in Trichinopoly e showed that this was not the case, and that the majority of the
persons assessed were not affected by the Tmperial impost. This, however, appears tQ be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
rcpresetit income, all persons assessed above the eighth class ought to be liable to income tax.

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

0. dated the 2nd incidence of the tax on arts and profes-
* I}ur{xgrﬂﬁhl& of G.0., No. 1000, dated tho < R oition with 'the révisiat Of
Aty the Distriet Municipalities Act, though in
5 190 i ’ . g gt el S,
G.0., No. 692, dated the 3rd June 1889, the following remarks were recorded :

His Excellency the Governor in Council has given his carcful consideration to the question
of altering the principles of assessment of this tax so as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without ontnrcly. changing the nature of the tax. Such
an equalization would mean a graduation of the classes hab'lc g0 as to ma}m the rates of assess-
ment proportional to income, and this would convert the tax into a regulﬂ-.r income tax . C.oaf.
it is such similarity as already exists between the arts tax and the Imperial incowe tax that is the

chief cauge of the unpopularity of the formen,

SR AL LEAUCY
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[ am also to invite attention in this connection to the paragraph relating to
section 107 of the original Bill to amend the Madras District Municipalities Act, in
the Statement of Object and Reasons accompanying Mr. Butterworth’s letter No. 27,
dated the 4th April 1893. .In that pqragraph it was remarked t;]?af, “to convert the
profession tax into a second income {ax is for several reasons exceedingly undesirable.”

In the light of the above-cited correspondence it does not seem to the Governor-
General 11 Council that 1t can _be .contended that the Madras Government were
anaware of the nature of the objections entertained by the Government of India to
the salary tax. Moreover, the e‘\:.tract from the Go.vemment Order of 3rd June 18~9
appears to the Governor-General in Council tg _su('ﬁmeutly answer the contention of the
Local Government that the discussions of 1887—91 had no bearing on the taxation of
offices and appointments as opposed to trades, professions apd callings. It is, on the
coutrarys ovident that the Madras vaernmen‘c fully appreciated the d{‘mvbacl;g to the
tax, and actually hesitated to ?e-a.d]ust the sehedule: because by doing so it wonld
become still more open to the ob]eeugns urged by the ( _Tow_ernment of India to it. Under
these circumstances the Governor-(.;eneral in Council, in the belief that the Madras
Government had in mind the previous e.orrespondenee and th‘elr own orders on the
subject, deemed it unnecessary more partlcul'arly to u«_lvort'to the nature of the objee-
tions entertained by the Goverpment of Ir}dm to a tax which was assessed and levied
jn such a manner as to approxnnate to an income tax.

6. Paragraphs 10 to 18 of your letter deal with the question of the exemption
of officers in the Army, Royal Navy, and Boyal Indian Marine from the salary tax.
The contention of the Madras Gove‘rnment is understood tv be as follows :—By the
Municipal TaxatiOI} Act, XI of 1881, power was t;aken_hy_ "nhe Qoverument of India
to exempt persons n }mhtary employ from certain 1\.1.1.11‘11011);11 imposts, the loss to
Munieipal revenues being made good to the Municipalities by the Secrctary of State
in Council ; and such officers were actually exempted from the profession and salary
tax by the Home Department DOtlﬁ(tatl'-n No. 162, dated the 18th November 1331,
which was issued under section 3 of the Act referred to. Since the promulgation of
this notification, military officers in Municipalities in the Madras Presideney have been
exempt from the tax, but under section 4 of the Act of 1881 the loss has been made

ood by a contribution fr.om genel:al revenues. It is urged that the effect of the
exemption NOW proposed is to deprive Municipalitics of this compensation payment,
and that this action Would e a reversion to the original intention of the Government
of India when the Bill, which became Act XI of 1881, was under consideration, but

o bl Was ot oarTiod Bk 1, folerente to the objections then raised by the Municipal
Councils in the Madras Presidency.

7. T am to say that on principle the Government of India object to the profession
ax when 1t z}pprommates to a salary tax. It appears to them that it is obnoxious in
that it is an 1ncome tax falling upon a particular class of the community ; that it falls
upon persons only who work for their living and not on those who live on their
rivate means; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Gov -
ment objectionable on this ground it is also resented, as the Government of ’\(& ?im-
have on more than one occasion admitted, by the persons liable to péy it on th Sind rai
that it 1s a double of the income tax ; and that it bears no proportion to th ebgml%l}c
conferred on the taxpayer by the Municipality. They entertain a special o b‘?uet_ 8
to it in its incidence on Government servants as they consider it anon?alous to §es 1011
a tax for the privilege of exercising their profession in a particular place u yhwr
in the employ of Governmen‘g who derive their income from general taxat.Pon persons
forced by Government to reside and do their duty in Madras. g

8. The latter objection has, in the opinion of o g
force as regards the incidence of the tax 0111 the incotll;lzsez)ofvzlr‘:]lc;rilsgt Ofltln'ma" i
reasonable that all persons, military as well as civil, within Munici -al b is right and
contribute to the Municipal funds in correspondence with the gluu' o_un{ls should
rendered. A conservancy tax such as is imposed in every provinee ECIIPB _services
Madras fulfils these conditions, and to taxation in some such shape theo(}o vx:g:: n:aex];:eg':

S
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India would tuke no exception whatever. But, as regards a salary tax, in the first

place the Government of India have themselves by section 5 (1) (¢) of Aet II of
1886, which exempts from income tax the salaries of persons of Her Majesty’s forces
or Her Majestyls Indian forces, who are not in civil employ, when they do not exceed
Rs. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Muniei-
palities of the Madras Presidency. Under' S_ehedule B to Madras Act III of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding civil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras iCity, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ not exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
Jimit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacit}f whose §alary amounts to Rs. 25
o month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons
in military employ which exceed Rs. 100 a month. -

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
coldiers in the British Army tesident within the limits of one of the District Munici-
alities in Madras was liable to the tax, and under the limit now proposed while the
calary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduet pay those of private soldiers of other arms and of all
non-commissioned officérs will remalin hz'a,ble to the tax. 'l‘}.xe possibility of d_iscontent
on the part of (he soldiers has been 'avmded by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Aet XI of
1881, which prohibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons exclusively n military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in force the Ml_lnle}pahmes of the Madras Presidency are
conceded the privilege of exacting @ contribution to their funds out of the gene'ral
revenues. Inthe opinion of the G(;wcrnmgnt of Ind}a the pgyment of .t]\.IS G_t)l_l'frlbutlon
by the general . taxpayer throughout India to the funds of the Municipalities of the

.

Madras Presidency cunnot be justified on principle. But t?,king into account the fact
that the Madras Government adhere to the opinion that it 1s impossible under present
circumstances to devise any efficient substi@ute for ph_e px_‘qfesmqn tax, they agree to
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. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its prescn-t form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the }rpmedlate 81t1}at1on, tpey will 1ot
desist from devising an alternative method of raising the equivalent income In a

manner free from objection.

10. In conclusion, and with reference to the last Paragraph of your letter, Lam 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
understood that the question of delay had already been (hsPosed pf elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on
which it was believed that they had themselves some grounds for complaint.
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OrpEr— No. 6, Legislative, dated 6th February 1897.

Communicated to the Local and Municipal department, where the suggestion made
by the Government of India in paragraph 9 of its letter regarding the profession tax
will be considered.

(True Extract.)

G. S. FORBES,
Ag. Secretary to Government.

To the Local and Municipal department.

Exd. A. F. Eocleston.

Gobernment (18973 of Iladwas.
LEGISLATIVE.

————e

MISCELLANEQUS.

Recad. Enelosures
1897. A
Regd. Spare copies

FEBRUARY.

Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Government of India
making certain observations with respect to tdxation of salaries in Municipalities.
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GOVERNMENT OF MADRAS.

LEGIBLATIVE DEPARTMENT,

Ruap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896.

Asstracr.—Addressing the Government of India on the subject of ;che roposal t
military and naval officers from the municipal profession tax. ! FEORORE G

Reap—also the following papers :—

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

Number 4. Please wire when reply may be expected to letter 64, Legislati
dated 17th July 1896, regarding municipal profession tax. b4, Legislative,

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

Number 1 Municipalities. Your telegram number 4, dated 5th instant. Goy
ment of India will allow Bill to amend District Municipalities Act to prc;e(»edo‘: : ]};
stands under a letter which will issue this weck. > 81

From J. P. HEWETT, Esq., c..E, Secretary to the Government ;
Home department (Municipalities), to the Chief Secretary to th:n(}o(x)*i;m{ﬁif{
of Madras, dated Caleutta, 14th January 1897, No. 4.

T am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
A S R Tl the 17th ¥ July 1896, on the subject of
: . the taxation of salaries in Municipalities
in the Madras Presidency, and in reply to communicate the following observations
9. In the first place I am to point out that the original reques .
ment of India for the general abolition of the professi:(;n tax (i]n ;’)c ?zfr ;};ei? gv‘zrlzn']-
offect a salary tax, was withdrawn in paragraph 6 of the Home department lettln
No. 88, dated the 15th June 1896. The Government of Madras have again ent e(i
into detailed arguments in support of the tax, apparently because a doubt was feietr ;
to whether the Government of India accepted the profession tax at the ratest iv n
the schedule to the Bill. I am to express the regret of the Governor-(}eﬁer:il 1111

‘ cil that my letter did not explicitly state the intention of th ik
?;::1?;, which was that they accepted that schedule. ot the Government ‘of

g
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8. The points dealt with in paragraphs 5 and 6 of your letter are briefly as
follows :—

(a) 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 ubknown 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

(¢) that the correspondence of 1887 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 India 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 income tax, such as the tax in the Madras
Municipalities. It is elsewhere a trades’ license tax. The fact that the profession
tas in the Berars partakes of the nature 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, Imperial taxation. In paragraph 26 of Home
department circular letter No. 2—96—103, dated the 98th September 1877, regarding
Municipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged principles, observed as follows :—

Should this measure result in a serious falling off in Municipal revenues, it will be for Liocal
Governments to decide whether it may not be desirable to combine direct with indirect taxation
or to enhance the rates on articles of consumption. In 1870 the reports gshowed that there was
a want of fertility in devising new forms of Mgnicipal tagqtion, and some inclination was evinced
to copy the Imperial income tax and introduce it for Municipal purposes. Such a tax s, however,
not suitable for Municipalities.

The remarks of the Government of. Madras with reference to the tax on arts,
rofessions, ete., as 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 inguiry
held in Trichinopoly . . showed that this was not the case, and that the majority of the
persons assessed were not affected by the Tmperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment.  If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

incidence of the tax on arts and profes-
* ] ( ‘ PRATE : ; A% T
Paragraph 3 of G.0., No. 1000, dated the 204 on "4, conpection with the revision of

a=ef 801, ¥ e S ATt Ve .
uly 1501 the Distriet Municipalities Act, though in
G.0., No. 692, dated the 3rd June 1889, the following remarks were recorded :—

' His Excellency the Governor in Council has given his careful consideration to the question
of altering the principles of assossment of this tax go as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this would convert the tax into a regular income tax . . . .
it is such similarity as already exists between the arts tax and the Imperial income tax that is the

chief cauee of the unpopularity of the former.
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I am also to invite attenjcion in this connection tq tl}e paragraph relating to
section 107 of the original Bill to amend the Madms District Municipalities Act, in
the Statement of Object and Reasons accompanying Mr. Butterworth’s letter No. 27,
dated the 4th April 1893. .Iu that pqmgraph it was remarked that *¢to convert the
Profession tax into a second 1ncome {ax is for several reasons exceedingly undesirable.”

In the light of the ab.ove-cited correspondence it does not seem to the Governor-
General in (Council that 1t can .be .contended that the Madras Government were
anaware of the nature of the objections entertained by the Government of India to
the salary tax. Moreover, the extract from the Government Order of 3rd June 1859
appears o the Governor-General in Couneil t? fufﬁeloutly answer the contention of the
Local Government that the discussions of 1887—91 hz_ul no bearing on the taxation of
offices and appointments as opposed to trades, professions a}ld callings. It is, on the
coutrary, evident that the Madras G‘_)vernment fully appreciated the drawbacks to the
tax, and actually hesitated to f'e-a.d]ust the sehedulq, because by doing so it would
become still more open to the objections urgec'l by the (.irovermneut of India toit. Under
these circumstances the Governor-(}eneral in Council, in the belief that the Madras
Govermment had in mind the previous ecorrespondence and their own orders on the
subject, deemed it unnecessary more particul_arly to udvcrt.to the nature of the objee-
tions entertained by the Government of qum to a tax which was assessed and levied
in such a manner as to approximate to an income tax.

6. Paragraphs 10 to 13 of your letter deal with the question of the exemption
of officers in the Army, Royal Navy, and Royal Indian Marine from the salary tax.
The contention of the Madras Government 1s understood tv be as follows :—By the
Municipal Taxation Act, XTI of 1881, power was taken by ,the Government of India
to exempt persons in military employ from certain Municipal imposts, the loss to
Munieipal revenues being made good to the Municipalities by the Seeretary of State
in Counecil ; and such officers were actl_mlly excmpted from the profession and salary
tax by the Home Department *notificati- n No. 162, dated the 18th November 1381,
which was issued under section 3 of the Act referred to. Since the promulgation of
this notification, military officers in M_unicipalities in the Madras Presidency have been
exempt from the tax, but undef section 4 of the Act o_f 1881 the loss has been made
good by a contribution from general revenues. It is urged that the effect of the
exemption now proposed is to deprive Municipalities of this compensation payment
and that this action would be a reversion to the original intention of the Government?,
of India when the Bill, which became Act X1 of 1881, was under consideration, but
which was not carried out in deference to the objections then raised by the Mun,iCipal
Councils in the Madras Presidency.

7. T am to say that on principle the Government of Tndia object to the profession
ax when it approximates to a salary tax. It appears to them that it is obnoxious in
that it is an income tax falling upon a particular class of the community ; that it fulls

upon persous only who work for their living and mot on those who live on their

rivate means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Govern-
ment objectionable on this ground }t is also resented, as. the Government of Madras
have on more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
conferred on the taxpayer by the Municipality. They entertain a special objection
to it in its incidence on Government servants as they consider it anomalous to impose
a tax for the privilege of exereising their profesglon in a particular place upon persons
in the employ of Government who derive their income from general taxation, and are
forced by Government to reside and do their duty in Madras.

8. The latter objection has, in the opinion of the Government of Indi :

force as regards the incidence of the tax on the incomes of soldiers. Itllli(;l:i,giptezré
reasonable that all persons, military as well as civil, within Municipal bounds should
contribute to the Municipal funds in _eo.rresponde_nce with the Municipal services
rendered. A conservancy tax such as is imposed in every province of India except

Madras fulfils these conditions, and to taxation in some such shape the Government gt'
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India would tuke no exception whatever. But, as regards a salary tax,in the first
place the Government of India have themselves by section 5 (1) (¢) of Aet II of
1886, which exempts from income tax the sularies of persons of IHer Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Re. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Act III of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding civil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras |City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ mnot exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
limit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons
in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
coldiers in the British Army resident within the limits of one of the District Munici-
palities in Madras was liable to the tax, and under the limit now proposed while the
salary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will remain liable to the tax.” The possibility of discontent
on the part of (he soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Aect XI of
1851, which prohibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons exclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-

*pelled by the exigencies of military duty to reside within the limits of a Municipality.

So long as the order remains in foree the Municipalities of the Madras Presidency are
conceded the privilege of exacting a contribution to their funds out of the general
revenues. In the opinion of the Government of India the payment of this confribution
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
that the Madras Government adhere to the opinion that it is impossible under present
cireumstances to devise any efficient sabstitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the irpmediate mtgation, they will not
desist from devising an alternative method of raising the equivalent income in a
manner free from objection.

10. In conclusion, and with reference to the last _paragraph of your letter, I am to
express the regret of the Governor-General in Council that there was delay in dealing
with the Bill to amend the Madras District Municipalities Act, and the subject matter
of the present correspondence. But I am to observe that the Government of India
understood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discuassion on a matter on
which it was believed that they had themselves some grounds for complaint.
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t Commur'ncated t(; tIhel%Oiml azldﬂl\{gmlncgpafl Q(Epa{rtment, Wl]e.[‘() the suggestion made

k by the Government ot India in paragrapii J oL 18 etter regarding the profession tax: e
will be considered.

Orpsr—No. 6, Legislative, dated 6th February 1897. &
1
(True Extract.) $|
1

G. 8. FORBES,

Ag. Secretary to Government.

MISCELLANEOUS.

Reed. Enclosures

1897.

To the Local and Municipal department.
Regd. Spare copies

FEBRUARY.

Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Government of India
Exd. A. F. Eccleston. making certain observations with respect to taxation of salaries in Municipalities.

N




£ e | R "
2 No. B, Leeistative, 6t FeeruaRy 1807, No. 6, LEGIstATIVE, 6TH Fesruary 1897. 3
% 8. The points dealt with in paragraphs 5 and 6 of vour letter are briefly as
follows :—

: (a) that it is doubttul whether the statement (contail'led in paragraph 2 of my
letter of the 15th June last) that a salary tax is peculiar to the Madras
Presidency is accurate ;

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 #ken place in 1887 on the subject of
the profession tax ; and

L e~

;4; ‘ (b) that the nature of the objections which the Governmeut of India took to a

=

GOVERNMENT OF MADRAS.
(¢) thatthe correspondence of 1887 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 province, except the Hyderabad Assigned Distriets, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. [t is elsewhere a trades’ license tax. The fact that the profession
tay in the Berars partakes of the nature 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.

LEGISLATIVE DEPARTMENT.

Reap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896.

ApstrAcT.—Addressing the Government of India on the subject of th
military and naval officers from the municipal profession tax. ] o proposal to excingk

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 octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged prineiples, observed as follows :——

Resp—also the following papers :—

h / i 0
Teleglrgéx}?.tot e Government of India, Home department, dated 5th January

Number 4. Please wire when reply may be expected to letter € L3
dated 17th July 1896, regarding municipal profession tax. ctter 64, Legislative,

Should this measure result in a serious falling off in Municipal reveuues, it will be for Local
Governments to decide whether it may not he desirable to combine direct with indirect taxation
or to cnhance the rates on articles of consumption. In 1870 the reports showed that there was
a want of fertility in dovising new forms of Municipal taxation, and some inclination was evinced
to copy the Imperial income tax and introduee it for Municipal purposes. Such a tax is, however,
not suitable for Municipalities. :

Telegram from the Government of India, H art
. g1897. ia, Home department, dated 12th January

Number 1 Munieipalities. Your telegram number 4, dated 5th i ,
ment of India will allow Bill to amend District Munieip’alities Actmtzt{;:.geeﬁm:n};
ad a8 i

stands under a letter which will issue this week.
The remarks of the Government of Madras with reference to the tax on arts,

professions, ete., as 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 affected by the Tmperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

From J. P. HEWETT, Esq.,c.1.E., Secretary to the Gover 1
Home department (Municipalities’), to the Chief Secretayyvz)ngﬁ:néo‘g 11}d1a,
of Madras, dated Calcutta, 14th January 1897, No. 4. ernment

T am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
- w 2 o @

% Roceived on the 29th July. ";}}11((3} a}zhﬂ July 1896, on the subiect of
: ! ) ation of salaries in Municipalitie
in the Madras Presidency, and in reply to communicate the following observatlion -

9. In the first place I aw to point out that the original request of the G S-
ment of India for the gene_ral abolition of the profession tax in éo far al('- ¢ N
offect a salary tax, was withdrawn in paragraph 6 of the Home de )txrt s or
No. 88, dated the 15th June 1896. The Government of Madras havg a"r.n.ent letter
into detailed arguments in support of the tax, apparently because a doub?dm N
to whether the Government of India accepted the profession tax at the r {Was.felt as
the schedule to the Bill. I am to express the regret of the Govemo: g;egg_;{l n

3 in

uncil that my letter did not explicitly state the intenti ;
gxgdia, which was that they accepted that schedule. Brich o tha Comenr el

Tn 1891 * the Madras Government expressed their intention of re-adjusting the
incidence of the tax on arts and profes-
# Paragraph 3 of G.0., No. ol i the 2nd ¢ ¢ in connection with the revision of

July 1891. _ the Distriet Municipalities Act, though in
G.0., No. 692, dated the 3vd June 1889, the following remarks were recorded :—

His Excellency the Governor in Council has given his careful consideration to the question
of altering the principles of assossment of this tax so as to equalize its incidence, and has arriveog
at the conclusion that this cannot be done without entirely changing the nature of the tax. Su
an equalization would mean 2 graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this woald convert the tax into o regular income tax . . . -
it is such similarity as already oxisty between the arts tax and the Imperial income tax that is the
ohief cause of the unpopularity of the former.
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I am also to invite ok e -Ji tgonugbzc;?u t? the. garase b1t lating fo “ India would tuke no exception whatever. But, as regards a salary tax, 1n the first {:
section 107 of the original Bill to amend the Madras District Municipalities Act, in \ 2 O e thomealvep by sontion (1), (1) of Aet IF : 'i
i d Reasons accompanying Mr. Butterworth’ letter No. 27 " lace the Government ot India have remselves by section ) (%) of Ac 0
the Statement of Object an panying rth’s letter No. 27, l 2 LK sl e o sularios of persons of Her Majesty’s 1
¢ 2 In that paragraph it was remarked that ‘¢t : . 1886, which exempts irom come he salaries of p jesty’s forces ?
lated the 4th April 1893. In paragrap at ‘*“ to convert the ; : TR A 1 1 1 hev d e -
aa : %o a second income fax is for Zovoral reasons Sxesodingiy tindeel rabln? ‘ or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed f
prodcssion (e i : Pl F . B e | Rs. 500 a month, recognised that such salaries should be treated differently from »
In the light of the above-mted correspondence it does not seem to the Governor- those of officers, civil or military, employed on civil duties. This distinetion was also ,
General in Council that 1t can _be _contended t'hat the Madras Government were originally recognised both in the Municipality of Madras and in the District Munici-
anaware of the nature of the objections entertained by the Government of India to palities of the Madras Presidency. Under Schedule B to Madras Act IIT of 1871
S the salary tax. Moreover, the extract from the Government Order of 3rd June 189 military salaries were made liable to Municipal taxation only if they amounted to
| { appears to the Govemor-Gengral in Cdtneil to fuf‘ﬁCl(‘.nﬂy answer the contention of the Rs. 800 a month, while the limit in respect of* persons holding eivil appointments
Local Government that the discussions of 1887—91 had no bearing on the taxation of under Government or in the service of public companies and trading firms was fixed
offices and appointments as OPp osed to trades, professions and callings. It is, on the at Rs. 30. The corresponding tax in Madras {City, viz., the salary tax was, until the
contrary, evident that the Madras Government fully appreciated the drawbacks to the passing of Madras Act T of 1884, not leviable on the incomes of persons in military
tax, and actually hesitated to re-adjust the schedule, because by doing so it would | employ mot exceeding Rs. 500 month. By Madras Act IV of 1884, the tax was
become still more open to the objeetions urged by the Government of India to it. Under assimilated irf District Municipalities in respect of civil and military salaries, and the
these circumstances the Governor-General in Council, in the belief that the Madras limit of taxation was altered so as to render every person holding any office or employ-

Government had in mind the previous cprrespondeneo and their own orders on the ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
subject, deemed it unnecessary more partwul_arly to advert to the nature of the objee- a month liable to pay the tax. Under the schedule in the Bill now under discussion
tions entertained by the Government of India to a tax which was assessed and levied the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in such a manner as to approximate to an income tax. 1 in military employ whose pay amounts to this sum will be liable to pay the tax. By
6. Paragraphs 10 to 13 of your lotter deal with the question of the exemption - Madras Act L of 1884 tﬁc s’alari' i 1§0now levﬂxble upon the incomes of all persons
of officers in the Army, Royal Navy, and Royal Indian Marine from the salary tax. in military employ which excee Bies LUSA O
The contention of the Madras Government is understood to be as follows :—By the
Municipal Taxation Act, XI of 1881, power was taken by the Government of India
to exempt persons in military employ from certain Municipal imposts, the loss to

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the Distriet Munici-

ol boing made good to the Munici ey by dkis Séotetars i palities in Madras was liable to the tax, and under the limit now proposed while the ;
1}’.[1m101}~’?1 {-everiucs ~heu{1§ m: Snx?e WL T )tgd fro?n % 3 »feﬁm'e ary (‘1) {cate salary of a private of Infantry will, at the present rate of exchange, escape taxation

51 Comoeil ‘and SUBL GINCEER SRS B =t e y: e PEONION WS, S anless he receives good conduct pay those of private soldiers of other arms and of all

tax by the Home Department notificati-n No. 162, dated the 18th November 1331, p

) : | nndlor seotion 3 of the Act TR S e : non-commissioned officers will remain liable to the tax. The possibility of discontent

which was issued under sectlon & 00 L35 25, .- % Sy g 1e promulgation of on the part of the soldiers has been avoided by the operation of the order issued in

this notification, military officers in Municip a,h‘lmes A{n e lﬁ[?dras Presidency have been our Home Department, dated 18th November 1881, under section 3 of Act XI of

exempt from the tax, but under SQCtl“l’u 4}’} t 5 (i?: of 'bSld t?l(i loss has been made 3 1851, which prohibits the levy by any Municipal Committee of Municipal taxes upon

good by a contribution from general revenuss. . > * urged that the effect of the the salaries or professions of all persons exclusively  in military employ or subject to
ve Municipalities of this compensation payment, p

exemption now Proposetlldls;)to dep}'l st SOST U el the Army Discipline and Regulation Act or the Indian Articles of War, and com-
and that this action would b® & 11 Bt 2 ention of the Government pelled by the exigencies of military duty to reside within the limits of a Municipality.
of India when the Bill, which became Act XI of 1881, was under consideration, but

: . e . 13, So long as the order remains in force the Municipalities of the Madras Presidency are
which was not; oazFiod. Ut 11, ((11 eference to the objections then raised by the Municipal concedaed the privilege of exacting a aontributi})n to their funds out of the gemeral 4
Councils 1 the Madras Presidency. revenues. In the opinion of the Government of India the payment of this contribution L
7. T am to say that on prineiple the Government of India object to the profession by the general taxpayer throughout india to the funds of the Municipalities of the !
ax when it approximates to a salary tax. It appears to them that it is obnoxious in Madras Presidency cunnot be justified on principle. But taking into account the fact f
that it is an income tax falling upon a pa.rt.leular class of the community ; that it falls that the Madras Government adhere to the Qpimon that it is impossible under present ¢
upon persons only who work for their living and not on those who live on their circumstances to devise any eflicient sqb'stlt.ute.for the profession tax, they agree to ei
private means that it taps the same sources as the general income tax and diminishes withdraw the request that the Madras District Municipalities Bill should exempt ali
the field for general taxation ; that while 1t 18 from the point of view of the Govern- officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I {
ment objectionable on this ground 1t 18 also resented, as_ the Government, of Madras am therefore to say that the Madras Government are at liberty to proceed with the A
have on more than one occasion admitted, PY the persons liable to pay it on the ground Bill in its present form, but I am to commend to their renewed consideration the
that it is a double of the income tax ; and that 16 bears no proportion to the benefits reasons that have been again stated by the Government of India for very strong
conferred on the taxpayer by the Municipality. They el}tertgln a special objection objection to the exceptional system of taxation formulated in Madras, and to ask that,
to it in its incideqce on Goverqn}ent seryants as 'ghey. cons1dey it anomalous to 1mpose whatever their opinions as to the necessities of the immediate situation, they will not
a tax for the privilege of exercising their profession in a particular place upon persons desist from devising an alternative method of raising the equivalent income in a
in the employ of Government who derive their income from general taxation, and are manner free from objection. ‘,
gorced by Government to reside and do their duty in Madras. P (o st o ol s b P (LS T S
ey y bkt A _ Tn conclusion, and with reference to the last palfs ¢ your s :
8. The latter op]ec.tgon hai’ ;E tthe opu;x};)n.of i brovernrr_lent of quia, special express the regret of tixe Governor-General in (Council that there was delay in dealing !
force as regards the ncl encqlpt es a{:ﬁn e-n}fomgsh?f SOldl.er.s' It is right and with the Bill to amend the Madras District Municipalities Act, and the subject matter
reasonable that all %;rsopg, n[n;u?]rgsain sorra: Clv&’ Wi itk o bounds should i of the present correspondence. But I am to observe that the Government of India .
contribute t0 the llnlelPat g i ime g;md ence with the Municipal services anderstood that the question of delay had already been disposed, of elsewhere, and ;
rendered. A conservan(;{ioﬁs ¥y taxati(?n 1?1 X8 ever}il province of India except they did not desire to continue in official correspondence a discassion on a matter on |
Madras fulfils these conditions, some such shape the Government of | which it was believed that they Lad themselves some grounds for complaint. |
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i s L BGubernment (1897} of Fladras.

Orper—No. 6, Legislative, dated 6th February 1897.

LEGISLATIVE.

Communicated to the Local and Municipal department, where the suggestion made b oniics

by the Government of India in paragraph 9 of its letter regarding the profession tax N
will be considered. | | ‘ ;

(True Extract.)

G. S. FORBES, N
Ag. Secretary to Government. - B

(| MISCELLANEOUS.

Recd. Enelosures
¥ 1897.

el t:
To the Liocal and Municipal departmen Re_q d ;S;ﬂ are copz'cs

G.0., No. 6, 6th February 1897.

FEBRUARY.

Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Government of India

making certain observations with respect to taxation of salaries in Municipalities.
Exd. A. F. Eccleston.
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3. The points dealt with in paragraphs 5 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 aceurate;

(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

(¢) that the correspondence of 1887 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, T am to say that the Govern-
ment of India had carefully examined the question before making the stajement
referred to. Although in other parts of India there are profession taxes, it is correct
to say that in no other province, except the Hyderabad Assigned Districts, does the »
profession tax approximate to 2 salary or income tax, guch as the tax in the Madras y
Municipalities. It 18 olsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature of a salary or income-tax has only recently
been brought to the notice of the Government of Tndia, and they intend to require @

revision of the system of ].\_l['unicipal 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 Goverament of Tndia on the subject of taxation which y
resembled, or trenched on the field of, Tmperial taxation. In paragraph 26 of Home

department circular letter No. o__96—103, dated the 98th September 1877, regarding

Municipal octrol taxation, the Government of India, in requesting Tocal Governments

and Administrations to take steps to alter the system of octroi taxation in towns where

such taxation transgressed against acknowledged prineiples, observed as follows :—

Should this measure result in a serious falling oft in Municipal revenues, it will be for Liocal
Governments to docide whether it may not be desirable to combine direct with indirect taxation
or to enhance the rates on articles of consumption. In 1870 the reports showed that there was
a want of fertility in dovising new forms of Municipal taxation, and some inclination was evinced
to copy the Imperial income tax and introduee it for Municipal purposes. Such a tax is, however,
not suitable for Municipalities.

GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

B

READ——again the following paﬁers et

G.0., No. 64, Legislative, dated 17th July 1896.

ABSTRACT.——Addrossino the Government of India on the subject of ti
military and naval officers from the municipal profession tax. Jodt O e e

\
)

Reap—also the following papers :—

;, ']Teleglrgb(.l)tr}7 to the Government of India, Home department, dated 5th January

Number 4. Please wire when reply may be expected to letter € A
dated 17th July 1896, regarding municipal prot'essiorxi tax. otter 64, Legislative,

Tel f the Gov i :
e eglrgxg}7 .rom o Government of India, Home department, dated 12th Januvary

Number 1 Munieipalities. Your telegram number 4, dated 5th 1

Fesin ; g ‘ :d Hth :

ment of India will allow Bill to amend District Municipén.lities Actufot?rﬁeogo‘:n};
ed as 1

stands under a letter which will issue this week.
The remarks of the Government 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 a8 follows :—

————

From J. P. HEWETT, Esq., C.I.E, Secretary to the Gover .
Home department (Municipalities), to the Chief S‘*Cretar-)y‘ i:)n‘fﬁgné;f India,
of Madras, dated Calcutta, 14th January 1897, No. 4. agipe Fis

The common complaint against it is that it is a double of the income tax, but the inquiry
held in Trichinopoly . - - - chowed that this was not the case, and that the majority of the
persons assossed were not affected by the Tmperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assossment.  Lf the classes in the schedule

1 am directed to acknowledge the receipt of your letter No. 64, Legislati
3 . 64, Legisl: > »
gislative, dated represent income, all persons asseosed above the eighth class ought to be liablo to income ) g

% Roceived on the 20th Tuly. ttib %‘?h,f‘ July 1896, on the subject of

; : ' e taxation of salaries in Municipaliti
in the Madras Presidency, and in reply to communicate the following observat}i)on1 58

9. Tn the first place I am to point out that the original request of the G .
ment of India for the genqral abolition of the profession tax in so far ae' s
offcct a salary tax, was withdrawn in paragraph 6 of the Home de )fl t sxlt kiksot
No. 88, dated the 15th June 1896, The Government of Madras havl()"rwmf'llt letter
into detailed arguments 10 support of the tax, apparently because a dot %?qln entered
to whether the Government of India accepted the profeséion tax at the l« tWas.felt >
the schedule to the Bill. -I am to express the regret of the Groverncln&"l ase[gllve{l i
-General in

Council that ™y letter did not explicitly state the intenti
India, which was that they accepted that schedule. ntion of the Government of

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

* .. No. 1000 ond incidence of the tax on arfs and profes- 5
]?‘:{;'grfgbhl? s s ; dated the 0% giong in connection with the revision of

the District Municipalities Act, though in
.0., No. 692, dated the 3rd June 1889, the following r_emarks Were‘recorded —

His Excellency the Governox in Council has given his careful consideration to the qucstidn

of altering the principles of assessment of this tax so as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirel changing the nature of the tax. Such

.

an equalization would mean & graduation of the classes liable so as %0 make the rates of assess-
ment proportional to income, and this would convert the tax into n regular income tax .

it is such similarity as already exists between the arts tax and the Imperial income tax that is the ,
chief cause of the unpopularity of the former. ‘
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I am also to invite attention in this connecti
ﬁ?‘éﬁtﬁgs ?tf tflu(a) bqugxnal Bill to amend the Madlf:)g E)?sgggt }i&ragn}ph ‘I‘lelting 0
ol (the 4&1]11 X a1 Jlegs %andIReasons accompanying Mr. Butter\mgélli?lpla i I}Ct’ P
Sl inlt) : d In that paragraph it was remarked that S“ il
P g o0 a second income {ax is for several reasons exceedigéh todc AL
> y undesirable,”

In the light of the above-cited corres i

s ! ) pondence it '
S;::,::«lo Lx; t(ﬁguﬁgltlu :hatf :fl can 'be .conteudcd that t%gesl\il:(;rziem(}to the Governor-
L o More(c)) ‘t') e tz ob;! ections entertained by the Go{'e1'n0vernlnent were
appears to the Gove e(lj‘: e extract from the Government Order ? lgnt ot I A
i, Ii)lbai E}ovem : t;‘nor‘-l eneral in Council to sufficiently answer th of 3rd June 1859
ffices and a ni)eiﬁtmlatt-t . discussions of 1887—91 had no bearin o
2outrary. cviPdIent th:él ti: bMoalzlll)-(zzeg;W tmdeS,tPfrofessions and eallz(ign(gusl thit&ixationﬁf
VERL Y, ) as Government fully apprecic ' S, on the
{;)zg;:) :;;(Lt'illcltll;aélrl-goh?ltgti(}ll to .I'e-ZL_dJLISt the sehedlﬂg,Pkl:ggglllt:sdbt‘iledd%Wbael;s to the
these c}rcumstancef '?heoG ¢ objections urged by the Government of Inocigg T
vl o o R zggrggre;’(i}oeierz(lmlg Cou{mil, in the belief tllllzlxtt(;ﬁg \E;&der
_ : £ § respondence and ir ' fooar
?11:)}3;3 Z;tgiggﬁfgdliuiﬁecg Sl Partic‘ﬂaﬁ}' to mlve??%oﬂglil O\Zn orders on the
o y the Government of India to a tax which nature of the objee-
in such a manner as to approximate to an income tax ieh Was' assssyed sadiEvcs

6. Paragraphs 10 to 13 of yourl
) 1 tter deal wi -

¢ offic y © with the qu
oo o ey ol Nory, ot T i o s
el : ernment 1s underst salary tax
M erstood to b . :
touer}l;gg?i T:iit'loq Actzl_XI of 1881, power was taken hyl‘) thc:a3 ?}SofrollowS ~—By the
o 1.1 PO ns in military employ from certain Municipal i e}'llment Gl
e .Cou rljgill'e‘:ﬁ?luse: lﬁeuflg made good to the Municipalities /bI)f thlfl E“Stsg the loss to
Sy ch officers were actually exempted fr > beeretary of State
t\&a"ﬁifg \tv}zlxi 'Hom)el Departmell_t notiﬁ_cati' n No. 1612, rl:atéglﬁlzh(ibl’)éift;? e
kS tssu(,( }11r'1der section 3 of the Act referred to. Since th b 138f,
W a 1011},1 military officers in Municipalities in the Madras P e promulgation of
exegpb rom t e tax, but under section 4 of the Act of 1881‘ th I‘?Sldency have been
%i(e)m tgro na Ifontubu’clon fI:om genexzul revenues. It is urged tl?atosshhas been made
e tgét thisogctilz)?g’gsi?d 1§b to deprive Municipalities of this OOmPeDtSai' effect of the
at . be a reversion to the original intent; W e
of India when the Bill, which became Act XI of 1§81, Waselrlll?c(l)gr(:foxtxg?deozpmmené
eration, but

which was not carried out in defer jecti
Councils in the Madras ]?residency‘?nce ol o eyl g £ Municipal

7. Iam Vb
% when it aﬁ):g‘iimz:lzopnnciple the Government of India object to the professi

{hat it 16 % inoote Tax fallina salary tax. .It appears to them that it is oan:)rO. ession
apon persons only who Workg t}lpon a particular class of the community ; th fl.(t);us in

ivate means ; that it t or their living and not on those whoyl" il fhl!s
gﬁ; field for : llt aps thf) same sources as the general Income ta ive dugsios
ment obj ectifﬁ:ﬁ{: a):?lt.mn ; that v.vhl_le it is from the point of viewzr{ afnd I;hmlmshes
have onJmore than 3: = Ocls ground 1t 1s also resented, as_the Goverml;)entt; efGovem.
that it is a double of th casion admitted, by the persons liable to pay it o B i
o forsed on AHeixth e llr)lcome tax ; and that it bears no proportion t n1t1 P
to it in its incidencep yeé y the Municipality. They entertain a s He bE_mef_its
s privile gnof overqn.xent seryants as they consider it anompaﬁ(ha1 Ob,]ectmn
in the Sinclos oF GO% A ;;;e:cﬁ]nogdteggg ;ﬁ)ﬁoﬁes.sion in a particular Placeolll;o? 1?Pose
gorced by Government to reside and do theheguzgfe?;n %&fal‘gingDQMl taxation, EDBSZ?:

8. The latter objection has, in the opinion of the Government of
or In

force as regards the incidene ¢ i i
g e of the tax on the incomes of soldiers b

reasonable that all persons, military as well as civil, wi It is

: s : civil i .- 18 right

contribute to the Municipal funds in corresponde,n‘e?tl;ilzllm‘:}]]l;elll\);l }?Ouﬂdsgshoi:ﬁg
umcipal services

of India except

e Government of

rendered. A conservancy tax such as is im :
Madras fulfils these conditions, and to taxatig);)iids ;1;1 :\;?11;);1 p}i'ovime
shape th
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India would tuke 10 exception whatever. But, as regards a salary tax, in the first
lace the Government of India have themselves by section O (1) (¢) of Act 1L of
1886, which exempts from income tax the sularies of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Re. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Act IIT of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding civil appointments

r in the service of public companies and trading firms was fixed

under Government o
at Rs. 30. The corresponding tax in Madras {City, viz., the salary tax was, until the
assing of Madras Act T of 1884, not loviable on the incomes of persons in military
employ ot exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
limit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
ax. Under the schedule in the Bill now under discussion

a month liable to pay the tax > sehe
i 1 will be again raised to Rs. 30 a month, but all persons

the minimum limit of taxation . ;
in military employ whose pay amounts to this sum will be liable to pay the tax. By

Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons

in military employ which exceed Rs. 100 a month. '

9. Under the limif fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the District Muniei-
palities in Madras was liable to the tax, and under the limit now proposed while the
galary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will romain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XI of
1851, which probibits the levy by any Munieipal (lommittee of Municipal taxes upon
the salaries or professions of all persons exclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in force the Municipalities of the Madras Presidency are
conceded the privilege of exacting @ contribution to their funds out of the gedneral
revenues. Inthe 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 cunnot be justified on principle. But taking into account the fact
that the Madras Government adhere to the opinion that it is impossible under present
circumstances to devise any efficient substitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but 1 am to commend to their renewed consideration the
reasons that have been agaill stated by @he Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and fo ask that,
whatever their opinions as to the }1@0@5311;193 of the _1n_1med1ate situation, they will not
desist from devising an alternative mothod of raising the equivalent income in a

manner free from objection:

and with reference to the last paragraph of your letter, Tam to

10. In conclusion, , A ]
express the regret of the Governor-(j(’:nb‘t:al in Council that there was delay in dealing
with the Bill to amend the Madras District Municipalities Act, and the subject matter

of the present correspondence. But I am to observe that the Government of India

understood that the question of delay had already been disposed of elsewhere, and

they did not desire to continue in official correspondence a discussion on a matter on

which it was believed that they had themselves some grounds for complaint.

-

e e =

i b e UL
B T T W TS\ RO * 4 0 e o 711




o e N I AP SIS T e
R e e e S A AN R AN N RS A R A A A

6 No. 6, LEGISLATIVE, 6tH FEBRUARY 1897.

N A A
e -~

e i i

P

OrpEr— No. 6, Legislative, dated 6th February 1897,

TN U U s e e e

Communicated to the Local and Municipal department, where th i
the Government of India in paragraph 9 of its le a 1 the suggestion made-
1;le b(ia considered. paragroph 9 of its letter regarding the profession tax

(True Extract.)

G. S. FORBES,
Ag. Secretary to Government.

To the Local and Municipal department.
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Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Government of India
making certain observations with respect to taxation of salaries in Municipalities.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT;

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

Assrracr.—Addressing the Government of Indi;t on the subject of the proposal to exempt
military and naval officers from the municipal profession tax.

Reap—also the following papers :—
Telegram to the Government of India, Home department, dated 5th January
1897.

Number 4. Please wire when reply may be expected to letter 64, Legislative,
dated 17th July 1896, regarding municipal profession tax.

Telegram from the Government of India, Home department, dated 12th J anuary
1897.
Number 1 Municipalities. Your telegram number 4, dated 5th instant. Govern-
ment of India will allow.Bill to amend Dlstl.‘l(lt Municipalities Act to proceed as it
stands under a letter which will issue this week.

Trom J. P. HEWETT, Esq., c.I.E., Secretary to the Government of India,
Home department (Municipalities), to the Chief Secretary to the Government
of Madras, dated Caleutta, 14th January 1897, No. 4.

: tnowledge the receipt of vour letter No. 64, Legislative, dated
inokirshilac g it ons 1the 17th * July 1896, on%che subieet of
% Received on the 29th July. the taxation of salaries in Municipalities

. the Madras Presidency, and in reply to communicate the following ohservations.
) 9. In the first place I am to point out that the original request of the_Gover{l-
t of India for the general abolition of the profession tax in so far as it was in
g;f;}t a salary tax, was withdrawn in paragraph 6 of the Home department letter

No. 88, dated the 15th June 1896. The Government of Madras have again entered
. y

into detailed a
to whether the
the schedule
.Council that my
India, which was t

reuments in support of the tax, apparently because a doubt was felt as
t’G‘rovernment of India accepted the profession tax at the rates given in
to the Bill. I am to express the regret oi:’ the Governor-Geeneral in
letter did not explicitly state the intention of the Government of
hat they accepted that schedule. '
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3. The points dealt with in paragraphs 5 and 6 of vour letter are briefly as
follows :— .

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

(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

(¢) that the correspondence of 1887 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 India there are profession taxes, it is correet
to say that in no other province, except the Hyderabad Assigned Districts, does the
profession tax approximate to -a salary or income tax, such as the tax in the Madras
Municipalities. [t is elsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature 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.

o. Tam 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 octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged principles, 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 direct with indirect taxation
or to enhance the rates on articles of consumption. In 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 snitable for Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
professions, ete., as 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 inguiry
held in Trichinopoly showed that this was not the case, and that the majority of the
persons assessed were not affected by the Imperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax,

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

B ,onq meidence of the tax on arts and profes-
Prz:.:];;gu&%hﬁ Pk 8. 00 antad the 2 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 Excellency 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 incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, aud this woald convert the tax into a regular income tax e
it is such similarity as already exists between the arts tax and the Imperial incowe tax that is the
chief cauge of the unpopularity of the former.
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I am also to invite attention in this connection to the paragraph relating to
section 107 of the: original Bill to amend the Madras District Municipalities Act, in
the Statement of Object and Reasons accompanying Mr. Butterworth’s letter No. 27,
dated the 4th April | 893. _In that pql‘agraph it was remarked that **to convert the
profession tax into a second income tax1s for several reasons exceedingly undesirable.”

In the light of the above-cited correspondence it does not seem to the Governor-
General in Council that it can .be _contended that the Madras Government were
anaware of the nature of the objections entertained by the Government of India to
the salary tax. Moreover, the es_;t-raet fro'm the G‘ro.vernment Order of 3rd June 1859
appears to the Govemor-Gengral in Counetl fo fufﬁcneu‘dy answer the contention of the
Tocal Government that the discussions of 1887 —91 had no bearing on the taxation of
offices and appointments as opposed to trades, professions and callings. It is, on the
conirary, evident that the Madras Government fully appreciated the drawbacks to the
tax, and actually hesitated to re-adjust the schedale, because by doing so it would
become still more open to the objections urged by the Government of India to1t. Under
these circumstances the Governor-General in Council, in the belief that the Madras
Government had in mind the previous c'orrespoudeuce and their own orders on the
subject, deemed it unnecessary more particul.arly to advert to the nature of the objee-
tions entertained by the Government of India to a tax which was assessed and levied
in such a manner as to approximate to an income tax. :

6. Paragraphs 10 to 13 of your letter deal with the question of the exemption
of officers in the Army, Royal Navy, and Royal Indian Marine from the salary tax.
The contention of the Madras Government is understood tu be as follows :—By the
Municipal Taxation Act, XI of 1881, power was taken by the Government of India
to exempt persons in military employ from certain Municipal imposts, the loss to
Municipal revenues being made good to the Municipalities by the Secrctary of State
in Couneil ; and such officers were actunlly exempted from the profession and salary
tax by the Home Department notificati-n No. 162, dated the 18th November 1331,
which was issued under section 3 of the Act referred to. Since the promulgation of
this notification, military officers in Municipalities in the Madras Presidency have been
exempt from the tax, but under section 4 of the Act of 1881 the loss has been made
good by a contribution fr.om general revenues. It is urged that the effect of the
exemption now proposed is to deprive Municipalitics of this compensation payment,
and that this action would be a reversion to the original intention of the Government
of Tudia when the Bill, which became Act XI of 1881, was under consideration, buts
which was not carried out in deference to the objections then raised by the Municipal
Councils in the Madras Presidency.

7. T am to say that on principle the Government of India object to the profession
ax when it approximates to a salary tax. It appears to t“em that it is obnoxious in
that it is an income tax falling upon a particular class of tue community ; that it fulls
wpon persons only who work for their living and not on those who live on their
rivate means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Govern-
ment objectionable on this ground it 1s also resented, as the Government of Madras
have on more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
conferred on the taxpayer by the Municipality. They entertain a special objection
to it in its incidence on Government seryants as they consider it anomalous to impose
a tax for the privilege of exereising their profession ina particular place upon persons
in the employ of Governmen'f who derive t?xelr income from general taxation, and are
forced by Government to reside and do their duty in Madras.

8. The latter objection has, in the opinion of the Government of India, special

as regards the incidence of the tax on the incomes of soldiers. It is right and
fg;zgnableothat all persons, military as well as civil, Wlthu_l Munieipal boundsgshould
contribute to the Municipal funds in _co;'responde_nce with the Municipal services
rendered A conservancy tax such as is imposed 1n every province of India except

Madras f;llﬁls these conditions, and to taxation in some such shape the Government of

E -“'-'A'.l'
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India would take no exception whatever. But, as regards a salary tax, in the first
place the Government of India have themselves by section 5 (1) (¥) of Act IT of
1886, which exempts from igcome tax the salaries of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Rs. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil.or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Aect IIT of 1371
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding civil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 80. The corresponding tax in Madras |City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ not exceeding Rs. 500 2 month. By Madras Act IV of 1884, the tax was
assimilated in District Munieipalities in respect of civil and military salaries, and the
limit of taxation was altered so as to render every person holdipg any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons
in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the District Munici-
palities in Madras was liable to the tax, and under the limit now proposed while the
salary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will remain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Aect XI of
1881, which prohibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons exclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in force the Municipalities of the Madras Presidency are

‘conceded the privilege of exacting & contribution to their funds out of the general

revenues. 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
that the Madras Government adhere to the opinion that it is impossible under present
circumstances to devise any efficient substitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to 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.

10. In conclusion, and with reference to the last paragraph of your letter, I am 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 elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on
whiche it was believed that they had themselves some grounds for complaint.
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~ Coin,i] that my letter did 1O

Yo. 6, Ureisuarive, Sma Preruary \R97.

GOVERNMENT OF MADRAS,

LEGISLATIVE DEPARTMENT.

Reap—again the following papers : —

(.0., No. 64, Legislative, dated 17th July 189,

AsstracT.—Addressing the Government of Indi ;
military and naval officers from the municipal profrclessliac'n(l)%caﬁzhe subject of the proposal to exempt

Reap—also the following papers :—

Telegram to the Gover t 1
gl o vernment of India, Home department, dated 5th January

Number 4. Please wire when reply may be expected to letter 64
A % :

dated 17th July 1896, regarding municipal profession tax. Legislative,

Telegram from the Gov i .
81897- overnment of India, Home department, dated 12th J anuary

Number 1 Municipalities. Your telegram number 4, dated 5th instant. Gover:
ant. A

ment of India will allow Bill to amend District Municipaliti
stands under a letter which will issue this W;j{. L ke

From J. P. HEWETT,: Esq., c.I.E., Secretary to  the' Government of India
b)

Home department (Municipalities), to the Chi
ot Madras, deted Calcutta,PMth J):;ngarye ijéggf, %egre;ary to the Government

I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
L) ot y

# Received on the 29th July. ﬁ;e g7th‘ " Julfy 1896, on the subject of
X , : ¢ taxafion of salaries 1 L
in the Madras Presidency, and in reply to communicate the ;zl?g\?isnéno’tlzgf\;gltli)g}lgles
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 ?ﬂ - 1e Govern-
artment letter

No. 88, dated the 15th June 1896. The Government of Madras have again ent d
8 ere

into detailed arguments in support of the tax, apparently b
to whether the Government of India accepted ’ the profesgio: msztatﬁgubt Taalell 46

the schedule to the Bill. I am to express the regret of the Goverr tes gn in
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(@) that it is doabitul whether the statement (contained paragraph 2 of wy
\etter of the 15th June last) fhak a salary tax s pecabiar o the Madras

Presidency 1s aceurate |

(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 ma({)e

to the correspondence which had taken pl i .
the profession tax and place in 1887 on the subject of

(¢) that the correspondence of 1887 had no reference to the levy of taxation

upon salaries or upon offices and appointment i
‘ s as opposed to profes
arts, trades and callings. ER Y B

4. With reference to the first of the above points, T am to say that the Govern-

ment of India had carefully examincd the question before making the statement
referred to. Although in other parts of India 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 income tax, such as the tax in the Madras
Municipalities. It is elsewhere a trades’ license tax. The fact that the profession
tay in the Berars partakes of the nature 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. v 96—103, dated the 28th September 1877, regarding
Municipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged principles, observed as follows :—

Should this measure result in a gerious falling off in Municipal revenues, it will be for Liocal
Governments to decide whether it may not be desirable to combine direct with indirect taxation
or to enhance the rates on articles of consumption. In 1870 the reports showed that there was
a want of fertility in dovising new forms of Mguicipal 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 Municipalities.

The remarks of the Government 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 inguiry
held in Trichinopoly 3o showed that this was not the case, and that the majority of the
persons assessed were not affected by the Tmperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

g incidence of the tax on arts and profes-

5 P[”“;l”'glfggll?’ of .0, No. 100{‘)’ deted the 2nd sions in connection with the revision of

i the Distriet Municipalities Act, though in
G.0., No. 692, dated the 8rd June 1889, the following remarks were recorded :—

His Excellency the Governor in Council has given his careful consideration to the question
of altering the principles of asscssment of this tax o as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
1d mean a graduation of the classes liable so as to make the rates of assess-

an equalization wou . ) ]
: income, and this would convert the tax into a regular income tax
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Communicated to the Local and Municipal department, where the suggestion made
st of India in paragraph 9 of its letter regarding the profession tax
will be considered.

(True Extraet.)

G. S. FORBES, ; ’;l
Ag. Secretary to Government. 1
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Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Goovernment of India
& making certain observations with respect to taxation of salaries in Munieipalities.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT,

Rrap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896,

Assrract.—Addressing the Government of India on the sub

military and naval officers from the municipal profession tax. Jeck of the proposal to exempt

—_—

Reap—also the following papers :——

Tel to the G :
G e%rg.;}. 0 the Government of India, Home department, dated 5th January
Number 4. Please wire when reply may b : St
dated 17th July 1896, regarding munigigal pzyofeess?())(x? i;:f.d it A Legislative,

Telegram from the G :
€ 81897. overnment of India, Home department, dated 12th J anuary

Number 1 Munieipalities. Your telegram |
ment of India will allow Bill to amend Digstrictnumber g
stands under a letter which will issue this weck,

dated 5th insta :
T 4, daf nt. Govern-
Municipalities Act to proceed as it

—_—

From J. P. HEWETT, Esq., c.L.E., Secretary to the G 3
Home department (Municipalitios), to the Chiof Secrotary fo- oy,
of Madras, dated Calecutta, 14th January 1897, No, 4. ~ overnment

I am directed to acknowledge the receipt of your letter No, 64, Legislative, dated
¢ )

% . : the 17th ¥ July 1896, on th i

. Received 0f1 the 29th 7“1.5’ . the taxation ofy salaries in M?x&%?lzi}ii;t'Of
in the Madras Presidency, and in reply to communicate the following observatli)ons i

2. In the first place I am to point out that the original r '

ment of India for the general abolition of the professi%n taxe (ilrlllesscf ?afr fial.ltseit(;} ;verp-
effect a salary tax, was withdrawn in paragraph 6 of the Home department lzst}t:n
No. 88, dated the 15th June 1896. The Government of Madras have again ente (11‘
into detailed arguments in support of the tax, apparently because a doubt was feltris
to whether the Government of India accepted the profession tax at the rates given in

the schedule to the Bill.' I am to express the regret of the Governor-General in
Council that my letter did not explicitly state the intention of the Government of
Tndia, which was that they accepted that schedule. v
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3. The points dealt with in paragraphs 5 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 aceurate ;

(8) 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

(¢) that the correspondence of 1887 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 India there are profession taxes, it is correct
to say that in no other province, except the Hyderabad Assigned Districts, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. [t is elsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature 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, Tiperial taxation. In paragraph 26 of Home
department circular letter No. z—96—103, dated the 28th September 1877, regarding
Munieipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation 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 enhance the rates on articles of econsumption. In 1870 the reports showed that there was
a want of fertility in dovising new forms of Municipal taxation, and some inclination was evinced
to copy the Imperial income tax and introduee it for Municipal purposes. Such a tax is, however,
not suitable for Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
professions, ete., as 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 affected by the Imperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bhad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

# incidence of the tax on arts and profes-
I;“n‘;"f%%hla 0f @.0., No. 1000, dated tho #nd £ siohs in connection with the revision of

- the District Municipalities Act, though in

G.0., No. 692, dated the 3rd June 1839, the following remarks were recorded :—

His Excellency the Governor in Council has given his careful consideration to the question
of altering the prineciples of assessment of this tax so as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Snch
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this woald convert the tax into a regular income tax . . . |,
it is such similarity as already exists between the arts tax and the Imperial income tax that is the
chief cause of the unpopularity of the former. )
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exception whatever. But, a8 regards a salary tax, in the first
t of India have themselves by gection d (1) () of Act II of
1886, which exempts from igeome tax the Su}arigs of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not 1o civil employ, when they do not exceed
Rs. 500 a month, recognised that such salaries. should be treated d.xﬁeyently from
those of officers, civil or military, employed on civil duties. This distinetion Was also

d in the District Munici-

iwinally recognised both in the Municipality of Madras an
(1))12111%:’11:;{; gf e Dia B to Madras Act IIT of 1871

the Madras Presidency. Under S_chedule : :
military salaries were made liable to Municipal taxauon only if they amounted to
Re. 800 a month, while the limib in respect of persons holding .cwll appointments
under Government or in the service of public companies and trading firms was fixed

at Rs. 30. The corresponding fax 1 Madras {City, viz- the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the 1ncomes of persons in military
employ not exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated respect of civil and military salaries, and the
limit of taxation was

in District Munieipalities 10 :
altered so as to render every person holding any office or employ-

ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under the schedule 1n the Bill now under discussion
the minimum limt of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts fo this sum will be liable to pay the tax. By
tax 18 NOW leviable upon the mcomes of all persons

Madras Act I of 1884 the salary
in military employ which exceed Rs. 100 a month.
9. Under the limit fixed by Madras Act IV of 1884 the pay-of all private
soldiers in the Britis ] ithin the limits of one of the Distriet Munici-
liable to the tax, and under the limit now proposed while the

alities in Madras was :
he present rate of exchange, escape taxation

galary of a private of Infantry will, at t nt ) ‘
those of private soldiers of other arms and of all

unless he receives good conduct pay
non-commissioned officers will remain liable to the tax. The possibility of discontent
; £ the soldiers has been avoide by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XI of
i hibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons exclusively in military employ or subject to
the Army Disciplin and Regulation Act or the Indian Articles of War, an& com-
pelled by the exigencies of military duty to reside within the limits of a Municipality
So long as the order remains in foree the Municipalities of the Madras Presidency a}(-e
o 4 contribution to their funds out of the ge“neral

conceded the privilege of exacting
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 cunnot be justified on principle. But taking into account the fact
that the Madras Grovernment adhere to the opinion that it is impossible under present
cireumstances to devise any efficient substitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exeﬁxpt all

my or Royal [ndian Marine from the profession tax. I

officers in the Royal Navy, Ar

am therefore to say that the Madras (Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have:been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that
whatever their opinions as to the necessities of the immediate situation, they will no‘:',
desist from devising an alternative method. of raising the equivalent income in 8

manner free from objection.

revenues.

10. In conclusion, and with reference to the last paragraph of your letter,  am to
Gieneral in Council that there was delay in dealing

express the regret of the Governor-
with the Bill to amend the Madras Distriet Municipalities Act, and the subjeet matter
But 1 am to observe that the Government of India

of the present correspondence.
understood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on

which it was believed that they had themselves some grounds for complaint.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

Reap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896.

AgsrrAacT.—Addressing the Government of India on the subject of the pr
military and naval officers from the muniecipal profession tax. J sl gl

i

Reap—also the following papers':—

Telegllggr% to the Government of India, Home department, dated 5th January

Number 4. Please wire when reply may be expected to letter 64 islativ
dated 17th July 1896, regarding municipal px}'rot'essior}) tax. T S

Teleglrggr'l? from the Government of India, Home department, dated 12th January

Number 1 Municipalities. Your telegram number 4, dated 5th i
r 1) 1e8. gt , dated Sth instant. Govern-
ment of India will allow. Bill to amend District Municipalities Act to roeoe&o‘;@r]i]t
stands under a letter which will issue this week. ki h

From J. P. HEWE‘TT, Esq., C.IL.E, Secretary to the Government of India
Home department (Municipalities), to the Chief Secretary to the Governmént?
of Madras, dated Caleutta, 14th January 1897, No. 4.

I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated

* Roceived on tho 29th July. the 17th ¥ July 1896, on the subject of

: | A the taxation of salaries in Municipalities
in the' Madras Presidency, and in reply to communicate the following observations,

2. In the first place I am to point out that the original request of the Govern-
ment of India for the general abolition of the profession tax in so far as it was in
effect a salary tax, was withdrawn in paragraph 6 of the Home department letter
No. 88, dated the 15th June 1896. The Government of Madras have again entered
into detailed arguments in support of the tax, apparently because a doubt was felt as
to whether the Government of India accepted the prefession tax at the rates given in

the schedule to the Bill. I am to express the regret of the Governor-General in

Council that my letter did not explicitly state the intention of the Government of

Tndia, which was that they accepted that schedule.
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8. The points dealt with in paragraphs 5 and 6 of vour 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 '

(¢) that the correspondence of 1887 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 India there are profession taxes, it is correct
to say that in no other province, except the Hyderabad Assigned Distriets, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. It is elsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature 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 octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation 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 direct with indirect taxation
or to enhance the rates on articles of consumption. In 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 Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
rofessions, ete., as 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 X showed that this was not the case, and that the majority of the
persons assessed were not affected by the Tmperial impost. This, however, appears to be due in part

‘to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule

represent income, all persons assessed above the eighth class ought to be liable to income tax.
In 1891 * the Madras Government expressed their intention of re-adjusting the

. p incidence of the tax on arts and profes-
*I}ﬁ;grlgpghlfi of 8.0.; No. 1001), dated the2nd e "2~ o neotion 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 Excellency 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 incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this would convert the tax into a regular income tax . . . .,
it is such similarity as already exists between the arts tax and the Imperial income tax that is the
chief cause of the unpopularity of the former. ]
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GOVERNMENT OF MADRAS,

LEGISLATIVE DEPARTMENT.

Rrap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896.

Aspsrracr.—Addressing the Government of India on the sub

military and naval officers from the munieipal profession tax. e FEopesit v eXempt

Reap—also the following papers :——

Tel to the Goy :
ee%@, 0 the Government of India, Home department, dated bHth .]anuary

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

dated 17th July 1896, regarding municipal profession tax. s AR

Telegram from the Government of Indi
1897.

Number 1 Municipalities. Your telegram number 4. dat :

AT ; i ed 5th instant. Govern-

ment of India will allow Bill to amend District Municip’a i Actu}; miz 3 (_)C(Tim :sn;t
stands under a letter which will issue this week. ety

a, Home department, dated 12th January

From J. P. HEWETT, E:",q., O.LE., Secretary to the Government of India,
Home department (Municipalities), to the Chief Secretary to the Government
of Madras, dated Caleutta, 14th January 1897, No. 4.

' I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated

et I ¥ ‘. % .
* Received on the 29th July. the ]‘th.- July 189.0’ Tk the S}leeet of
y _ _ the taxation of salaries in Municipalities
in the Madras Presidency, and in reply to communicate the following observations,

2. In the first place I am to point out that the original request of the Govern-
ment of India for the general abolition of the profession tax in so far as it was in
effect a salary tax, was withdrawn in paragraph 6 of the Home department letter
No. 88, dated the 15th June 1896. The Government of Madras have again entered
into detailed arguments in support of the tax, apparently because a doub? was felt as
to whether the Government of India accepted the profession tax at the rates given in
the schedule to the Bill. I am to express the regret of the Governor-General in

‘Council that my letter did not explicitly state the intention of the Government of

India, which was that they accepted that sehedule.

T L A R B e S S Y
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8. The points dealt with in paragraphs 5 and 6 of your letter urc 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 aceurate ;

(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 svas made

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

(¢) that the correspondence of 188% 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 India there are profession taxes, it is correct
to say that in no other province, except the Iyderabad Assigned Districts, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. It is elsewhere 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 subjeet 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 octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of oectroi taxation in towns where
such taxation transgressed against acknowledged principles, 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 indireet taxation
or to enhance the rates on articles of consumption. In 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 Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
professions, ete., as 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 Triechinopoly ; showed that this was not thp case, and that the majority of the
persons assessed were not affected by the Emperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

: , incidence of the tax on arts and profes-

* I}”“l‘l‘g’i%%hﬁ of 6.0., No. 1009, dated the 20d & o ” onnection with the revision of

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

His Excellency the Governor in Council has given his carcful consideration to the question
of altering the principles of assessment of this tax so as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirely echanging the nature of the tax. Such
an equalization would mean a graduation of the classes liable so0 as to make the rates of assess-
ment proportional to income, and this wonld convert the tax into a regular income tax T
it is such similarity as already exists between the arts tax and the Imperial incowe tax that is the
chief cause of the unpopularity of the former.
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I am also to invite attention in this conuection to St ik
section 107 of the original Bill to amend the Madras Dist.tﬁ:t Ii\ﬁ?tijil(‘:kilp}:]'?lutmg o
the Statement of Object and Reasons accompanying Mr. Butterworth’qPl‘e;tle's QCt’.)El
dated the 4th Aprll 1893. .In that paragraph it was remarked that ] 41 er D (?. 27,
profession taxinto a second income tax is for several reasons exceedinélxv umi?sl:ll\.':gfet}:e

In the light of the above-cited correspondence it doe
General in Council that it can be contegded that the Sl\il;(;r:zena:)% e
anaware of the nature of the objections entertained by the Grovernme‘i‘.lrtnmtSe Iit dyvore
the salary tax. Moreover, the extract from the Government Order of 3rd (.)I v 1132 s
appears to the Governor-General in Counecil to sufficiently answer the eontent'une i
Tocal' Government that the discussions of 188791 had no bearing on the t;On t‘?f thq
offices and appointments as opposed to trades, professions and callings. It iKa lon}?t
coutrary, evident that the Madras Government fully appreciated thebdl‘“flwbacli, c;u the
tax, and actually hesitated to re-adjust the schedule, beeause by doi;l 25 its o ttlle
become still more open to the objections urged by the Government o Indiagto S %fm(i d
these circumstances the Governor-General in Council, in the belief that'the. M Icll-el
Govermnent had in mind the previous correspondence and their own orders ~Oﬁ ?1as
subject, decn}ed it unnecessary more particularly to advert to the nature of the Itl)'t)le
tions entertained by the Government of India to a tax which was assessed and ;) Jiod
in such a manner as to approximate to an income tax. SEASH ancatnLs

6. Paragraphs 10 to 13 of your letter deal with the questi i
of officers in the Army, Royal Navy, and Royal Indian llgu'iiscztlf()rr(l)lgftti?: s(:ie['n'l)tflon
The pqntentlon of. the Madras Government is understood to be as follows : aleyv agc.
Municipal Taxation Act, XTI of 1881, power was taken by the Government of }I 3'9
to exempt persons 1D military employ from certain Municipal imposts, the 1 i
Mumelpal revenues being made good to the Municipalities by the b‘eerezcar 'e fogs' =
in Council ; and such officers were actually exempted frtm the professioﬁ a) (1) 1tate
tax by ‘the Home Department notificaticn No. 162, dated the 18th Nove hn(- 1891,
which was issued under section 3 of the Act referred to. Since the ronmlte"I ]
this notification, military officers in Municipalities in the Madras Presic{)enc 1uhoat10bu Of
exempt from the tax, but under section 4 of the Act of 1881 the loss haz b o A
good by a contribution from general revenues. It is urged that the effeee(i;norfniﬁe
exemption now Proposed is to deprive Municipalitics of this compensation pa y
and that this action yvould be a reversion to the original intention of the Gogeg e
oth.ngla whent the Blél, Whichdb];acame Act XTI of 1881, was under eonsideratiox? mﬁﬁt
which was not carried out in deference to the objection i B
Councils in the Madras Presidency. i e

i am to say that on principle the Government of India object to the profession
ax when 1t approximates to a salary tax. It appears to them that it is obnoxious in
that it is an income tax falling upon a particular class of the community ; that it falls
upon persons only who work for their living and not on those who live on their
private means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Govern-
ment objectionable on this ground it is also resented, as the Government of Madras
have on more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
cox}fe'rre.d on the taxpayer by the Municipality. They entertain a special objection
to it in its 1n01@eqce on Government servants as they consider it anomalous to impose
a tax for the privilege of exercising their profession in a particular place upon persons
in the employ of Government who derive their income from general taxation, and ar
forced by Government to reside and do their duty in Madras. 3 2

8. The latter objection has, in the opinion of the Governm = .
force as regards the incidence of the tax (‘)I;I-the incomes of soldi:;? OfItII;:‘:ia Bhpte:i:ﬁ
reasonable that all persons, military as well as civil, within Municipal Botinds” shoie
* contribute to the Municipal funds in correspondence with the Municipal services
rendered. A conservancy tax such as is imposqd in every province of India except
Madras fulfils these conditions, and to taxation in some such shape the Government lo)f
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India would tuke o exception whatever. But, as regards a salary tax, in the first
place the Government of India have themselves by section 5 (1) (¢) of Act II of
1886, which exempts from income tax the salaries of persons of Her Majesty’s forces

or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed

Rs. 500 a month, rccognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinetion was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Act TIT of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding civil appointments
ander Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras :City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ not exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
Jimit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
o month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ W hose pay amounts to this sum will be liable to pay the tax. By

Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons
in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
goldiers in the British Army resident within the limits of one of the Distriet Munici-
alities in Madras was liable to the tax, and under the limit now proposed while the
salary of a private of I_nfantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will remain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XI of
1851, which prohibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons exclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-
pelled' by the exigencies of military duty to rc.sx.de \.Vl.thin the limits of a Municipality.
So long as the order remains in force the Mgmcxpahmes of the Madras Presidency are
conceded the privilege of exacting a contribution to their funds out of the general
revenues. 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. Buf taking into account the fact

that the Madras Government adhere to the opinion that it is impossible under present
civeumstances to devise any officient substitute for the p?ofession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at.hberby to procepd with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the immediate situation, they will not

i ising alternativ hod of raising the equivalen in i
desist from devising an alternative met g q ent income 1n a
manner free from objection.

10. In conclusion, and with reference to the last _paragraph of your letter, Lam 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 Gtovernment of India
anderstood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on
which it was believed that they had themselves some grounds for complaint.
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Orper— No. 6, Legislative, dated 6th February 1897.
Communicated to the Local and Municipal department, where the suggestion made

by the Government of India in paragraph 9 of its letter regarding the profe

i ssion tax
will be considered. g

(True Extract.)

G. S. FORBES,
Ag. Secretary to Government.

To the Local and Municipal department.

Exd. A, F, Eccleston.
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Communicating to the Local and Municipal department letter from the Government of India
making certain observations with respect to taxation of salaries in Municipalities.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

Rreap—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896.

AsnstracT.—Addressing the Government of India on the subj
military and naval officers from the municipal professionliza.‘;r.L R e

Reap—also the following papers :—

Tel to the Gov : '
ee%rgé?z. o the Government of India, Home department, dated 5th January

Number 4. Please wire when reply may be expected to 1 : islati
dated 17th July 1896, regarding municipal pt}‘rofessiorf) taxe.( oot s

Tel f § 1 ;
e eglrgga7 | rom the Government of India, Home department, dated 12th January

Number 1 Municipalities. Your telegr: : i

r1) 1 gram number 4, dated 5th instant. Gov

ment of India will allow Bill to amend District Municipaliti . Wi
X G apalit A , 5 i

stands under a letter which will issue this weck. e

From J. P. HEWETT, Esq., c.I.E.,, Secretar y i
: 5(., C.LE. y to the Government of Ind
Home department (Municipalities), to the Chief Secretary to the Governmel;{
of Madras, dated Calcutta, 14th January 1897, No. 4.

I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
% Rocsived on the 20th July. the 17th * July 1896, on the subject of

: . _ the taxation of salaries in Municipalities

in the Madras Presidency, and in reply to communicate the following observations.

2. In the first place I aw to point out that the original request of the Govern-
n}i?nttof Irlldla f;)r the genqr;ﬂl abolition of the profession tax in so far as it was in
effect a salary tax, was withdrawn in paragraph 6 of the Home departme
.1\‘0. 887 dated the 15th l.Tuue 1896. The Gsvefnment of Madras havlé ut::ielitnl:e?::l‘
into detailed arguments in support of the tax, apparently because a doubzt? was felt as
to whether the Government of India accepted the profeséion tax at the rates given in
the schedule to the Bill. I am to express the regret of the Governor-General in

Council that my letter did not explicitly state the intention of the Government of

Tndia, which was that they accepted that schedule.

e

W armglget
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3. The points dealt with in paragraphs 5 and 6 of vour lerter are briefly as
follows :—

(a) 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 aceurate ;

(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

(¢) that the correspondence of 1887 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 (Zovern-
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 income tax, such as the tax in the Madras
Municipalities. It 18 olsewhere a trades’ license tax. The fact that the profession
tav in the Berars partakes of the mature 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. Tam 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 subjeet of taxation which
resembled, or trenched on the field of, Tmperial taxation. In paragraph 26 of Home
department circular Jetter 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 intowns where
such taxation transgressed against acknowledged principles, observed as follows :—

Should this measure result in a serious falling off in Municipal revenues, it will be for Liocal
Governments to decide whether it may not be desirable to combine direct with indirect taxation
or to enhance tho rates on articles of consumption. In 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,
1ot suitable for Municipalities. :

The remarks of the Government of Madras with reference to the tax on arts,
rofessions, etc., s recorded in paragraph 15 of their review of Municipal Administra-

tion for 1886-87, were a8 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 assesse 1 were not affected by the _Tmpenal impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule

represent income, all persons assessed above the eighth class ought to be liable to income tax.

In 1891 * the Madras Government expresssd theifr intention of re-adjusting the

incidence of the tax on arts and profes-

5 Prs{:llgliﬂ&hf of @.0., No. 1000, dated the 2nd o in connection with the revision of

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

His Excellency the Governor in Couneil has given his careful consideration to the question

of altering the principles of assessment of this tax so a8 to équalize its incidence, and has arrived
at the conclusion that this cannot bo done without entirely changing the nature of the tax. Such

" an equalization would mean a graduation of the classes liable so as to make the rates of assess-

ment proportional to income, and this would convert the tax into a regular income tax . . . .
it is such similarity as already exists between the arts tax and the Imperial income tax that is the

chief cause of the unpopularity of the former.
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I am also to invite attention in this connection B ;
gection 107 of the qriginal Bill to amend the Madras It)(isttr};gt %iluar‘l‘-’i](‘.‘i’lihl_:‘}'lutxng to
the Statement of Qb]eet and Reasons accompanying Mr. Butter\vorth’;I? tltles 1:‘\&’-)21
dated t.he 4th Aprll 1893. In that paragraph it was remarked that e te \e . O AN
profession tax into a second income tax is for several reasons exceedingly u(x)x (f:s?::gltetge

In the light of the above-cited correspondence i R
General in Council that it can be contegded that tt(}ilr;esl\?;);r:iem&t)z o
unaware of the nature of the objections entertained by the GO“'Ommpe!%mngnt et
the salary tax. Moreover, the extract from the Government Ovder of 3nd ?Tt Indm; to
appears to the Governor-General in Council fo sufficiently answer the coxit ‘c'une it
Local Government that the discussions of 1887—91 had no bearing on then e (.)f the.
offices and appointments as opposed to trades, professions and cal lings. (Iatta.xat“m of
contrary, evident that the Madras Government fully appreciated thegdl."zwb lli’ on the
tax, and actually hesitated to re-adjust, the sehedule, because by doi;m acks to the
become still more open to the objections urged by the Government of In diabt(s)n.tlt would
these circumstances the Governor-General in Council, in the belief that tf:e. \}Jnder
Government bad in mind the previous correspondence and their own order ey
sngect, deelped it unnecessary more particularly to advert to the nature of t; 01;, o
tions entertained by the Government of India to a tax which was assessed ang ? e
in such a manner as to approximate to an income tax. b evied

6. Paragraphs 10 to 13 of your letter deal with the question i
of officers in the Army, Royal Navy, and Royal Indian _\lgrine frongttl?(f s:}i:l{n pzlon
The gqntentmn of_ the Madras Government is understood to be as follows '—:By ?}T"
Municipal Taxauoq Act,_ XTI of 1881, power was taken by the Governmer'lt of )ind'e
to exempt persons 1n }1111itary employ from certain M uﬁicipal imposts, the loss 'lci
Municipal revenues being made good to the Municipalities by the b‘ecre’tary of State‘
in Council ; and such officers were actually exempted from the profession and salary
tax by the,Home Department notificati: n No. 162, dated the 18th November 1381y
whlch was issued under section 3 of the Act referred to. Since the promulgation of:
this notification, military officers in Municipalities in the Madras Presidency h?wé been
exempt from the tax, but under section 4 of the Act of 1881 the loss has been ina‘én
good by a contribution from general revenues. It is urged that the effect of thev
exemption now proposed is to deprive Municipalities of this compensation payment
and that this action would be a reversion to the original intention of the Gogegnm nt’
of India when the Bill, which became Act XI of 1881, was under consideration ﬁ t
which was not carried out in deference to the objections then raised by the M L ing
Councils in the Madras Presidency. 3\ Masodd

7. I am to say that on principle the Government of India objec .

ax when it approximates to a salary tax. It appears to thi; mﬁbti tt(;stl;l?n}:;)_fesspnn
that it is an income tax falling upon a particular class of the community : that 1i<;ufs Illn
o gl e only Who work for their living and not on those whoyli,ve on tl? s

rivate means ; that it taps the same sources as the general income tax and dimini tflr
the field for general taxation ; that while it is from the point of view of the Go ishes
ment objectionable on this ground it is also resented, as the Government of M;?irn-
have on more than one oceasion admitted, by the persons liable to pay it on the gn rag
that it is a double of the income tax ; and that it bears no proportion to the b%n(:g;
conferred on the taxpayer by the Municipality. They entertain a special objecti 5
to it in its incidence on Government servants as they consider it anomalous to i]m )lon
a tax for the privilege of exercising their profession in a particular place upon erISOSe
in the employ of Government who derive their income from general taxation E d o
forced by Government to reside and do their duty in Madras. 3 A

8. The latter objection has, in the opinion of the Government of Indi :
force as regards the incidence of the tax on the incomes of soldiers. Itlrizlz,gilzegfé_
reasopable that all persons, military as well as civil, within Municipal bounds should
contribute to the Municipal funds in correspondence with the Municipal services

rendered. A conservancy tax such as is imposed in every province of India except

Madras fulfils these conditions, and to taxation in some such shape the Government of

PRSNGSR
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India would tuke no exception whatever. But, as regards a salary tax, in the first

lace the Government of India have themselves by section 5 (1) (¢) of Aet II of
1886, which exempts from income tax the salaries of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Rs. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinetion was also
originally recognised both in the Municipality of Madras and in the District Muniei-
palities of the Madras Presidency. Under Schedule B to Madras Act IIT of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding ecivil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 80. The corresponding tax in Madras ‘City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ mot exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Munieipalities in respect of civil and military salaries, and the
Jimit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons

in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the Distriet Munici-
palities in Madras was liable to the fax, and under the limit now proposed while the
salary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will remain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XTI of
1881, which prohibits the levy by any Municipal Committee of Municipal taxes upon
the salaries or professions of all persons-exclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, an& com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in foree the Municipalities of the Madras Presidency are
conceded the privilege of exacting a contribution to their funds out of the gedneral
revenues. In the opinion of the Government of India the payment of this contribution
by the general taxpayer throughout india to the funds of the Munieipalities of the
Madras Presidency cannot be justified on principle. But taking into account the fact
that the Madras Government adhere to the opinion that it is impossible under present
circumstances to devise any officient substitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
1 system of taxation formulated in Madras, and to ask that,

objection to the exceptiona Xa 1 . aras,
whatever their opinions as to 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.

10. In conclusion, and with reference to the last paragraph of your letter, L am to
express the regret of the Governor-General 1n Council that there was delay in dealing

with the Bill to amend the Madras District Municipalities Aet, and the subject matter

of the present correspondence. But I am to observe that the Government of India

understood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on

which it was believed that they had themselves some grounds for complaint.
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Orper—No. 6, Legislative, dated 6th February 1897.

o o et _Logal and Municipal department, where the suggestion made:
by the Government of India in paragraph 9 of its letter regarding the profession tax
will be considered.

(True Extract.)

G. S. FORBES,
Ag. Secretary to Government.

MISCELLANEOQOUS.

Recd. Eneclosures
1897.

To the Local and Municipal department. Regd. ' Spare copies

G.0., No. 6, 6th February 1897.
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FEBRUARY.

Profession-tax in Municipalities.

Communicating to the Liocal and Municipal department letter from the Government of India
making certain observations with respect to taxation of salaries in Municipalities.

Exd. A. F. Eccleston.
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: GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

Rrap—again the following papers :—

(.0., No. 64, Legislative, dated 17th July 1896.

Asgstract.—Addressing the Government of Indj i
military and naval officers from the municipal Profrésslﬁ)r?lltaihe A S e

Reap—also the following papers :—

Telegram to the Gove £ :
eg1897. roment of India, Home department

Number 4. Please wire when repl . .
dated 17th July 1896, regarding munﬁéigainﬁiofeis?

y dated 5th January

xpected to letter 6 ;i)
on tax, r 64, Legislative,

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

Number 1 Municipalities. Your tele

Ay ey it ram ;
ment of India will allow Bill to amend D?strieth%‘{?};eizii, ?fged 5th instant. Govern-
stands under a letter which will issue this weel palities Act to proceed as it

FI‘OIn J. P. IlE-VVETT7 Esq., C.I.E., SeCI’Otal‘y‘tn the

Home department (Municipalities i ta G

8), T ) "

of Madras, dated Calcutta, 14th J)am(;:}; 1(,811‘\;31': SNec()r(:t o S St
bl . .

Lam duestad 10 ackoowleto i s eceipt of your letter No, 64, Legislati d
* Received on the 29th July. the 17th * Jul 1é9 et bt

. . y the taxation fy 0, on the subject of
in the Madras Presidency, and in reply to communicéte 'c(lie Sfﬂ?(::):isn 1nolgl‘unicipalities

2. I]Il t;l_e ifirst tp}}ace I am to point out that the original requ e
ment of India for the geneval abolition of the profession t equest of the Govern-
effect a salalc‘lyﬂlzaxl,f)wi?sJWlthdrawn in paragraph 6 0f~ < f{t nlxl(la scl) far as it was 1n
No. 88, dated the 15th June 1896. The Government of Madras h(Opurtm.e e
into detailed arguments in support of the tax, apparently beeause a(;'e again entered
to whether the Government of India accepted the profession ta a doubt was felt as
the schedule to the Bill. T am to express th & x at the rates given in

Government, of India,

Council that my letter 5id not Sl ¢ regret of the Governor-General in

the iptention of the Government of

India, which was that they accepted that schedule,
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8. The points dealt with in paragraphs 5 and 6 of vour 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 profeksion tax ; and

(¢) that the correspon'dence of 1887 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 India there are profession taxes, it is correct
to say that in no other province, except the Hyderabad Assigned Districts, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. It is elsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature 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. Tam 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, Twperial taxation. In paragraph 26 of Home
department circular letter No. 2—96—103, dated the 28th September 1877, regarding
Municipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged principles, observed as follows :—

* Should this measure result in a serious falling off in Mounicipal revenues, it will be for Local
Governments to decide whether it may not be desirable to combine direet with indirect taxation
or to enhance the rates on articles of consumption. In 1870 the reports showed that therc was
a want of fertility in dovising new forms of Municipal taxation, and some inclination was evinced
to copy the Imperial income tax and introduee it for Municipal purposes. Such a tax is, however,
not suitable for Municipalities.

The remarks of the Government of Madras with reference to the tax on arts,
professions, ete., as 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 inguiry
held in Trichinopoly . . . . showed that this was not the case, and that the majority of the
persons assessed were not affected by the Tmperial impost. This, however, appears to be due in part
to imperfeetion in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

Fiishin 0. No. 1001, dated the 2nd incidence of the tax on arfs and profes-
Pr"‘:l;gﬁ%hla of G.0., No. 1000, dated the 2nd 0 4 Gonnection 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 Excellency 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 incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this would convert the tax into a regular income tax . . . .
it is such similarity as already exists between the arts tax and the Imperial income tax that is the
chief cause of the unpopularity of the former. '
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I am also to invite attention in this connection to the pwagraph relating to
section 107 of the original Bill to amend the Madras District Municipalities Act, in
the Statement of Object and Reasons accompanying Mr. Butterworth’s letter No ,27
dated the 4th April 1893. In that paragraph it was remarked that *to convert thé
profession tax into a second income {ax is for several reasons exceedingly undesirable.”

In the light of the above-cited correspondence it does not seem to the Governor-
General in Council that it can be contended that the Madras Government were
unaware of the nature of the objections entertained by the Government of India to
the salary tax. Moreover, the extract from the Government Ocder of 3rd June 1859
appears to the Governor-General in Council to sufficiently answer the contention of the
Local Government that the discussions of 1887—91 had no bearing on the taxation of
offices and appointments as opposed to trades, profession$ and callings. It is, on the
coutrary, evident that the Madras Government fully appreciated the drawback’s Y
tax, and actually hesitated to re-adjust the schedule, because by doing so it wonld
become still more open to the objections urged by the Government of India toit. Under
these circumstances the Governor-General in Council, in the belief that the Madras
Government had in mind the previous correspondence and their own orders on the
subject, deemed it unnecessary more particularly to advert to the nature of the objec-
tions entertained by the Government of India to a tax which was assessed and levied
in such a manner as to approximate to an income tax.

6. Paragraphs 10 to 13 of your letter deal with the question of the exemption
of officers in the Army, Royal Navy, and Royal Indian Marine from the salary tax.
The contention of the Madras Government is understood to be as follows :—By the
Municipal Taxation Act, XI of 1881, power was taken by the Government of India
to exempt persons in military employ from certain Municipal imposts, the loss to
Municipal revenues being made good to the Municipalities by the Secrctary of State
in Couneil ; and such ofticers were actually exempted from the profession and salary
tax by the Home Department notificati n No. 162, dated the 18th November 1331,
which was issued under section 3 of the Act referred to. Since the promulgation of
this notification, military officers in Municipalities in the Madras Presidency h?we been
exempt from the tax, but under section 4 of the Ag¢t of 1881 the loss has been made
good by a confribution fl:om general revenues. It is urged that the effect of the
exemption now. _proposed 18 to deprive Municipalitics of this compensation payment
and that this action yvould be a reversion to the original intention of the Governmen%
of India when the Bill, which became Act XI of 1381, was under consideration, but
which was not carried out in defereunce to the objections then raised by the Mun’icipa.l
Couneils in the Madras Presidency. 5

7. I am to say that on principle the Government of India object to the profession

ax when it approximates to a salary tax. It appears to them that it is obnoxious in
that it is an income tax falling upon a particular class of the community ; that it fulls
upon persons only who work for their living and not on those who 130 -on thate
private means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of viey of the Govern-
ment objectionable on this ground it is also resented, as the Government of Madras
have on more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
conferred on the taxpayer by the Municipality. They enfertain a special objection
to it in its incidence on Government servants as they .consider it anomalous to impose
a tax for the privilege of exercising their profession in a particular place upon persons

in the employ of Government who derive their income from general taxation, and are

forced by Government to reside and do their duty in Madras.

8. The Jatter objection has, in the opinion of the Gevernment of India, special
force as regards the incidence of the tax on the incomes of soldiers. It is ri’ght and
reasonable that all persons, military as well as eivil, within Munieipal bounds should
contribute to the Municipal funds in correspondence with the Municipal services
rendered. A conservancy tax such as is imposed in every province of f:ldia except
Madras fulfils these conditions, and to taxation in some such shape the Government of

e
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India would tuke no exception whatever. But, as regar(.is a salary tax, in the first
place the Government of India have themselves by section o (1) (2) of Act II of
1886, which exempts from income tax the salaries of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Rs. 500 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Act IIT of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding ecivil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras (City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ mot exceeding Rs. 500 a n'lon.th. By Mad?ag Act IY.of 1884, the tax was
assimilated in District Municipalities 10 respect of civil and military salaries, and the
limit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under the schgdule in the Bill now under discussion
the minimum limit of taxation will be again .rmsed to Rs. 3Q a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax 18 now leviable upon the incomes of all persons

in military employ which exceed Es. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the Distriect Munici-
palities in Madras was liable to the tax, and under the limit now proposed while the
salary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private S"ld}‘?rs of other arms and of all
non-commissioned officers will remain liable to the tax. The possibility of discontent
on the part of (he soldiers has been avoided by the operation of th? order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XI of
1881, which prohibits the levy by any Municipal Committee of Municipal taxes upon
o calaries or professions of all persons exclusively in military employ or subiect to
the Army Discipline and Regulation Act or the Indian Articles of ‘War, and com-
polled by the exigencies of military duty to reside within the limits of a Municipality.
B o 4 the order remains in force the Mpnm}palltles of the Madras Presidency are
SEI d%d the privilege of exacting a eontmbut‘lon to their funds out o_f the genqral
revenues. In the opinion of the Government ot 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
that the Madras Government adhere to the opimion that it 1s ‘1mpossuble under present
e efarioes to dovise dny efficient subticuto for the profession tax, they agrec to
witi:draw the request that the Madras District Mumelpahtles Bill should ‘exempt all
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their 1'enewed' consideration the
reasons that have been again stated by the Government of India for very strong

LR #he exceptional system of ta?cz_ttion formqlated 1:u Ma_dras,_ and to ask. that,
?}ﬁﬁfﬁﬁ t(})lgxl-eopinig)ns as to the necessities of the immediate situation, they will not

i i8] 1V hod of raising the equivalent income i
desist from devising an alternative met g q i

manner free from objection.

lusion, and with reference to the last paragraph of your letter, L am to
) ‘lsg.ﬂll;l fgg:etl of the Governor-General in Council that there was delay in dealing
u%)}l;eth Bill to amend the Madras District Municipalities Act, and the subject matter
MARIS But 1 am to observe that the Government of India

i t correspondence. ;
ﬁi;:r(;tggise?hai thelz{uestion of delay had already been dlsposed pf elsewhere, and
thev did mot desire to continue in official correspondence a discussion on a matter on
whi);h it was believed that they had themselves some grounds for complaint.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

Rrap—again the following papers :—

(.0., No. 64, Legislative, dated 17th July 1896.

AsstrACT.—Addressing the Government of India on the subject of the proposal to exempt
military and naval officers from the municipal profession tax.

Reap—also the following papers :—

Telegram to the Government of India, Home department, dated 5th January
1897.
Number 4. Please wire when reply may be g‘xpeeicd to letter 64, Legislative,
dated 17th July 1896, regarding municipal profession tax.

.

y Telegram from the Government of India, Home department, dated 12th J anuary
1897.
Number 1 Munieipalities. Your telegram number 4, dated 5th instant. Govern-
ment of India will allow Bill to amend District Municipalities Act to proceed as it
stands under a letter which will issue this week.

From J. P. HEWETT, Esq., c.IE., Socretm'y't(l)’ the Goverumeng of India,
Home department (Munieipalities), to the Chief Secretary to the Government
of Madras, dated Calcutta, 14th January 1897, No. 4.
I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
the 17th ¥ July 1896, on the subject of
PIEEIG SR A T the taxation of salaries in Municipalities
in the Madras Presidency, and in reply to communicate the following observations.

2. In the first place I am to point out that the original request of the.Go've;rr.l-
ment of India for the general uboliti‘ou of the prolef.\']ou tax 1n so fm: as it \\las m‘
effect a salary tax, was withdrawn in parz}gmph 6 of §'110 Home depu;tm;mt et‘te(i
No. 88, dated the 15th June 1896. The Government of Madras have :?g;uu entere
into detailed arguments in support of the tax, al';pureut]y' beeause a doubt wus.f:clnt as
to whether the Government of India accepted the profession tax at the rates giv eix in
the schedule to the Bill. I am to.e_xpress the regret of_ the Groxferrior-Gen.era n;
Council that my letter did not expheitly state the intention of the Government o
India, which was that they accepted that schedule.

H
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3. The points dealt with in paragraphs 5 and 6 of vour letter are briefly as
follows :— i :

(@) that it is doubtful whether the statement (contained in paragraph 2 of m
letter of the 15th June last) that a salary tax is peeuliar to the Madras
Presidency is aceurate ; '

(0) 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

(¢) that the correspondence of 1887 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 province, except the Hyderabad Assigned Districts, does the
profession tax approximate to a salary or income tax, such as the tax in the Madras
Municipalities. [t is elsewhere a trades’ license tax. The fact that the profession
tax in the Berars partakes of the nature 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. Tam 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, Imperial taxation. In paragraph 26 of Home
department circular letter No. 2—96—103, dated the 28th September 1877, regarding
Municipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged prineiples, observed as follows :——

Should this measure result in a serious falling off in Municipal revenues, it will be for T8cal
‘Governments to decide whether it may not be desirable to combine direct with indirect taxation
or to enhance the rates on articles of consumption. In 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 introduee it for Municipal purposes. Such a tax is, however,
not suitable for Munieipalities.

The remarks of the Government of Madras with reference to the tax on arts,
professions, ete., as 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 affected by the Tmperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to bad assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

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

4 : et onq incidence of the tax on arts and profes-

Pr‘:';'l;g‘i‘;%hl?’ 0f G.0., No. 1000, dated the 2n sions 1 connection with the revision of

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

His Excellency the Governor in Council has given his careful consideration to the question
of altering the principles of assessment of this tax g0 as to equalize its incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Such
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional to income, and this would convert the tax into g regular income tax S Y
it is such similarity as already exists between the arts tax and the Imperial incowe tax that is the
chief cause of the unpopularity of the former.
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section 107 of the original Bill to amend the Madras Distriet Municipalities Act, i '
ClLpe 1€8 £ (_'t’ mn

the Statement of Object and Reasons accompanyin
bje as accompanying Mr. Butterworth’ No. 27
dat;'(l the 4th :API'l]. Ib93-1 In that paragraph it was remarked l;)t::,‘lrl . ieot:); l\ot' tzi‘ ‘
rofession tox into a second income tax i for several re el beobgh
: n everal reasons exceedingly undesirable.”

In the light of the above-cited correspondence it does not seem t '
General in Council that it can be contended that the Madras G o the Governor-
anaware of the nature of the objections entertained by the GO\'vernovernment S
the salary tax. Moreover, the extract from the Government Order olfngtﬁ Qe
appears to the Governor-General in Couneil to sufficiently answer the v
Local Government that the discussions of 1837—91 had no bearin oio?);entlon iy
offices and appointments as opposed to trades, professions and cal l%xl S ‘Iatta.xatlon of
contrary, cvident that the Madras Government fully appreciated t,heg(h.- b 1580 the
tax, and actually hesitated to re-adjust the schedule, because by doigg qae]is g
become still more open to the objections urged by the Gov s lndi-f’tk()' 1t wonld
these circumstances the Governor-General in bouncil, in the belief th(-xt Ot]lt. ‘Undcr
Government had in mind the previous correspondence and their own 101,d]e‘Mad,ms
s_ubJOGt, deemed it unnecessary wore particularly to advert to the nature ofirib v
tions entertained by the Government of India to a tax which was asse:s»d l(i ObJ?e'
in such a manner as to approximate to an income tax. SOt A e

6. Paragraphs 10 to 13 of your letter deal with the questio i
of officers in the Army, Royal Navy, and Royal Indian Mgrine fl}(l)ygfttlil: seﬁs? ptlon
The 9qntent10n oﬁ the Madras Government is understood tv be as follows -;-Iiy' ?111( ;
Municipal Taxatloq Act,. _XI of 1881, power was taken by the Governmhex.lt of)I d'e’
to exempt persons in military employ from certain Municipal imposts tﬁe 1 .

: ‘f“un”mm.l revenues being made good to the Municipalities by the b‘eer;’tarv ot‘OSS? ?
in Council ; and such officers were actually exempted from the proféssion and s la :
tax'by the _Home Department notificati: n No. 162, dated the 18th November fs’igly
whlch was issued l_.mder section 8 of the Act referred to. Since the promuin‘ati i-‘
this notification, military officers in Municipalities in the Madras Presidency have 01? '?
exempt from the tax, but under section 4 of the Act of 1881 the loss lmg been me:irtt
good by a contribution from general revenues. It is urged that the effect of ?‘.he
ex®mption now proposed 1is to deprive Municipalitics of this compensation payment
and tht this action would be a reversion to the original intention of the Govexynmené
of Tudia when the Bill, which became Act XI of 1881, was under consideration, but

which was not carried out in deference to the objectyons th is e
Councils in the Madras Presidency. : s-then rained Dy the Muniapst

7. T am to say that on principle the Government of India object b i

ax when 1t :}pproxima‘oes to a salary tax. It appears to them th%.tb itt ?stgﬁn%ﬁifsz??ﬁ
that it is an income tax falling upon a particular class of the community ; that it falls
upon persons only who work for their living and not on those who live on their

rivate means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Govern-
ment obgectlonable on this ground it is also resented, as the Government of Madras
have_on_ more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
conferred on the taxpayer by the Municipality. They entertain a special objectio
to it in 1t8 1n01d.ex'10e on Government servants as they consider it anomalous to 1Jm 0 i
a tax for the privilege of exercising their profession in a particular place upon erg A
in the employ of Government who derive their income from general taxatiI:)n P d (.ms
torced by Government to reside and do their duty in Madras. ' ghrivd

8. The latter objection has, in the opinion of th 2 .
force as regards the incidence of the tax OIil the incomzsﬁ:)(%v:ﬁ(;li]:;t OfItIni(Sua_, ?hpecml
reasopable that all persons, military as well as civil, within Municil;al bou.n(;'1 8 lf;ﬁmd
contribute to the Municipal funds in correspondence with the Munieipal 88 quld
rendered. A conservancy tax such as is imposed in every province of Ipnd' services
Madras fulfils these conditions, and to taxation in some such shape the Govergmeeiiegg
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India would tukemo exception whatever. But, as regards a salary tax, in the first
place the Government of India have themselves by section 5 (1) (2) of Act II of
1886, which exempts from income tax the salaries of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Rs. 600 a month, recognised that such salaries should be treated differently from
those of officers, civil or military, employed on civil duties. This distinction was also
originally recognised both in the Municipality of Madras and in the District Munici-
palities of the Madras Presidency. Under Schedule B to Madras Act IIT of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while the limit in respect of persons holding eivil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras (City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ not exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
Jimit of taxation was altered so as to render every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 20
a month liable to pay the tax. Under the schedule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons

in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
soldiers in the British Army resident within the limits of one of the District Munici-
palities in Madras was liable to the tax, and under the limit now proposed while the
salary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will romain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th November 1881, under section 3 of Act XI of
1851, which prohibits the levy by any Munieipal Committee of Municipal taxes upon
the salaries or professions of all persons oxclusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, and com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in force the Municipalities of the Madras Presidency are
conceded the privilege of exacting & contribution to their funds out of the general
revenues. 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
that the Madras Government adhere to the opinion that it is impossible under present
circumstances to devise any officient substitute for the profession tax; they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say’ that the Madras Government are at liberty to proceed with the
Bill in its present form, but T am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the immediate situation, they will not
desist from devising an alternative mothod of raising the equivalent income in a

manner free from objection.

10. In conclusion, and with reference to the last paragraph of your letter, I am 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 subjeet matter
of the present correspondence. But 1 am to observe that the Government of India
understood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on
which it was believed that they had themselves some grounds for complaint.
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OrpEr—No. 6, Legislative, dated 6th February 1897. v

Communicated to the Local and Municipal department, where the e IO s,
by the Government of India in paragraph 9 of 1ts letter regarding the profession tax
will be considered.

(True Extract.)

G. S. FORBES,
Ag. Secretary to Government.

To the Local and Municipal department.

Exd. A. F. Eccleston.
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GOVERNMENT OF MADRAS.

LEGISLATIVE DEPARTMENT.

Rean—again the following papers :—

G.0., No. 64, Legislative, dated 17th July 1896

AsstracT.—Addressing the Govern i
& 'nment of Ind
military and naval officers from the municipal protgs;;gliat{hc 4%

Reap—also the following papers :—

Telegram to the Gover t i
297, nment of India, Home department, dated 5th January

Number 4. Please wire when re
. ply may b sulals
dated 17th July 1896, regarding munieigal pgoerSicer? i:txed e e e

Telegram from the Gove i
v rnment of India, Home department, dated 12th J anuary

Number 1 Municipalities. Yo

r 1) alities. ur telegram numb ] i

ntl;enl:1 of India will allow. Bill to amend Distriet Mnllmeigiﬁt’ailiﬁtd éAth o
stands under a letter which will issue this week st tind s st

F . : 8 3
rom J. P. HEWETT, Esq., c.I.E., Secretary to the Government of India
v ?

Home department (Municipaliti A
palities), to the Chie ;
of Madras, dated Calcutta, 14th J)amc:arye iShQI;f ?\;grztary to the Government
) - &

I am directed to acknowledge the receipt of your letter No. 64, Legislative, dated
- 5 o) © 4 ) (3

* Received on the 29th July. 3;8 ',3”}1..# Julfy 1896, on the subject of

2 ’ . X e taxation o lar SR 2 a¥ ey

in the Madras Presidency, and in reply to communicate the ?({:l?;i:isnénogggxst}i):l1t1es
§ ns.

2. In the first place I am to point out that the origi

:ga:cttoi Ix;dla fgr—the general abolition of the pl'ot‘e(;gzilnagafcil:ess«f ?afr glse'? i1
g 3: tzrlyth 31\1,5Wias withdrawn in paragraph 6 of the Home depzirtmeilt“;as i
int(; de% : 1( e th ,_que 1896. The Government of Madras have again i
e t}all ed arguments in support of the tax, apparently because a doxli)?‘ e
t}(i ei] C§1‘lthe Govorm‘nent ot India accepted the profes.%ion tax at the rat hine i o
Coeu Iis((;ﬂeﬂu f to the Bill. I am to express the regret of the (}overnor-g‘fegwei1 in

: 1at my letter did not explicitly state the intention of the Gover gl
India, which was that they accepted that schedule. e

ject of the proposal to oxempt'

el T PP

b el anii i o
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3. The points dealt with in paragraphs 5 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 ;
objections which the Government of India took to a
n to the Madras Government until the receipt
3 of which reference was made
lace in 1887 on the subject of

(b) that the nature of the
salary tax was unknow
of my letter of 15th June, in paragraph
to the correspondence which had taken p
the profession tax ; and

£ 1887 had no reference to the levy of taxation

(¢) that the correspondence 0
s and appointments as opposed to professions,

upon salaries or upon office
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 India there dre profession taxes, if is correct
to say that in no other provinee, except the Hyderabad Assigned Districts, does the
profession tax approximate to 2 salary or income tax, such as the tax in the Madras
Municipalities. [t is elsewhere a trades’ license tax. The fact that the profession
tay in the Berars partakes of the nature 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 seco
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 cireular letter No. v_96—103, dated the 28th September 1877, regarding
Municipal octroi taxation, the Government of India, in requesting Local Governments
and Administrations to take steps to alter the system of octroi taxation in towns where
such taxation transgressed against acknowledged principles, observed as follows :—

in Municipal revenues, it will be for Liocal

Should this measure result in a serious falling off

Governments to decide whether it may not be desirable to combine direct with indirect taxation

or to enhance the rateson articles of consumption. In 1870 the reports showed that there was

a want of fertility in devising new forms of Municipal taxation, and some inclination was evineced
i troduce it for Municipal purposes. Such a tax is, however,

to copy the Imperial income tax and in
not suitable for Municipalities.

The remarks of the Government
professions, etc., 23 recorded in paragra
tion for 1886-87, were as follows :—

The common complaint a ainst it is that it is a double of the income tax, but the inguir
held in ('i‘f'?txhinopoly p o g. showed that this was not the case, and that the majority oqf thye
persons assessed were not affected by the [mperial impost. This, however, appears to be due in part
to imperfection in the schedule, and in part to had assessment. If the classes in the schedule
represent income, all persons assessed above the eighth class ought to be liable to income tax.

In 1891 * the Madras Government exp_res.sgd their intention of re-adjusting the

f 5,q incidence of the tax on arts and rofes-
* Paragraph 3 of @.0., No. 1001, dated > (e S L A revé)ion .

July 1891. the Distriet Municipalities Act, though in
G.0., No. 692, dated the 3rd June 1889, the following remarks were recorded :—
His Excellency 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 incidence, and has arrived
at the conclusion that this cannot be done without entirely changing the nature of the tax. Snch
an equalization would mean a graduation of the classes liable so as to make the rates of assess-
ment proportional %o income, and this woald convert the tax into a regular income tax Lmnmt
ready exists between the arts tax and the Imperial income tax that is the

it is such similarity as alread
chief cause of the unpopularity of the former.

nd and third points noticed

of Madras with reference to the tax on arts,
ph 15 of their review of Municipal Administra-
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I am also to invite attention in this connection to the paragraph relating to
section 107 of the original Bill to amend the Madras District Muﬁ’icipalities N (?t %
the Statement of Object and Reasons accompanying Mr. Butterworth’s letter 4 )27
dated the 4th April 1893. In that paragraph it was remarked that *¢to convert.. thé
profession tax into a second income tax is for several reasons exceedingly undesirable,”

In the light of the above-cited correspondence it does not seem to the Governor-
General in Council that it can be contended that the Madras Government were
anaware of the nature of the objections entertained by the Government of India to
the salary tax. Moreover, the extract from the Government Order of 3rd June 189
appears to the Governor-General in Council to sutficiently answer the contention of the
Tocal Government that the discussions of 1887—01 had'no bearing on the taxation of
offices and appointments as opposed to trades, professions and callings. It is, on the

coutrary, evident that the Madras Government fully uppreciated the drawbacks to the .

tax, and actually hesitated to re-adjust the schedule, because by doing so it would
become still more open to the objections urged by the Government of India to it. Under
these circumstances the Governor-General in Council, in the belief that the Madras
Government had in mind the previous correspondence and their own orders on the
subject, deemed it unnecessary more particularly to advert to the nature of the objee-
tions entertained by the Government of India to a tax which was assessed and levied
in such a manner as to approximate to an income tax.

6. Paragraphs 10 to 13 of your letter deal with the question of the exemption
of officers in the Army, Royal Navy, and Royal Indian Marine from the salary tax.
The contention of the Madras Government is understood tu be as follows :—By the
Municipal Taxation Act, XT of 1881, power was taken by the Government of Tndia
to exempt persons in military employ from certain Municipal imposts, the loss to
Municipal revenues being made good to the Municipalities by the Secretary of State
in Council ; and such officers were actually exempted from the profession and salary
tax by the Home Department notificati n No. 162, dated the 18th November 1331,
which was issued under section 3 of the Act referred to. Since the promulgation of
this notification, military officers in Municipalities in the Madras Presideney have been
exempt from the tax, but under section 4 of the Act of 1881 the loss has been made
good by a contribution from general revenues. It is urged that the effect of the
exemption now proposed is to deprive Municipalitics of this compensation payment,
and that this action would be a reversion to the original intention of the Government
of India when the Bill, which became Act XI of 1881, was under consideration, but
which was not carried out in deference to the objections then raised by the Municipal
Councils in the Madras Presidency.

7. T am to say that on principle the Government of India object to the profession
ax when it approximates to a salary tax. It appears to them that it is obnoxious in
that it is an income tax falling upon a particular class of the community ; that it Fulls
upon persons only who work for their living and not on those who live on their
private means ; that it taps the same sources as the general income tax and diminishes
the field for general taxation ; that while it is from the point of view of the Govern-
ment objectionable on this ground it is also resented, as the Government of Madras
have on more than one occasion admitted, by the persons liable to pay it on the ground
that it is a double of the income tax ; and that it bears no proportion to the benefits
conferred on the taxpayer by the Municipality. They entertain a special objection
to it in its incidence on Government servants as they consider it anomalous to impose
a tax for the privilege of exercising their profession in a particular place upon persons
in the employ of Government who derive their income from general taxation, and are
forced by Government to reside and do their duty in Madras.

8. The latter objection has, in the opinion of the Government of India, special
force as regards the incidence of the tax on the incomes of soldiers. Tt is ri’ght by
reasonable that all persons, military as well as civil, within Municipal bounds should
contribute to the Municipal funds in correspondence with the Municipal services
rendered. A conservancy tax such as is imposed in every province of India except
Madras fulfils these conditions, and to taxation in some such shape the Government of
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India would tuke no exception whatever. But, as regards a salary tax, in the first

lace the Government of India have themselves by section 5 (1) (¢) of Act II of
1886, which exempts from igeome tax the sularies of persons of Her Majesty’s forces
or Her Majesty’s Indian forces, who are not in civil employ, when they do not exceed
Rs. 600 a month, rccognisegi that such salanes. s'hould. be trea}ted' (11&epent1y from
those of officers, civil or military, empl_oyed on civil duties. This distinetion was also
originally recognised both 1n the Municipality of Madras and in the District Munici-

alities of the Madras Presidency. Under Schedule B to Madras Act HI of 1871
military salaries were made liable to Municipal taxation only if they amounted to
Rs. 800 a month, while. the limit in respect of persons holding ecivil appointments
under Government or in the service of public companies and trading firms was fixed
at Rs. 30. The corresponding tax in Madras \City, viz., the salary tax was, until the
passing of Madras Act I of 1884, not leviable on the incomes of persons in military
employ mot exceeding Rs. 500 a month. By Madras Act IV of 1884, the tax was
assimilated in District Municipalities in respect of civil and military salaries, and the
limit of taxation was altered so as to re_:nder every person holding any office or employ-
ment, public or private, or employed in any capacity whose salary amounts to Rs. 25
a month liable to pay the tax. Under thq schgdule in the Bill now under discussion
the minimum limit of taxation will be again raised to Rs. 30 a month, but all persons
in military employ whose pay amounts to this sum will be liable to pay the tax. By
Madras Act I of 1884 the salary tax is now leviable upon the incomes of all persons
in military employ which exceed Rs. 100 a month.

9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
coldiers in the British Army resident within the limits of one of the Distriet Muniei-
alities in Madras was liable to .tlm tax, and under the limit now proposed while the
calary of a private of Infantry will, at the present rate of exchange, escape taxation
unless he receives good conduct pay those of private soldiers of other arms and of all
non-commissioned officers will remain liable to the tax. The possibility of discontent
on the part of the soldiers has been avoided by the operation of the order issued in
our Home Department, dated 18th N ovqmt-)e}- 1881, under section 3 of Aet XI of
1881, which prohibits the levy by any Munieipal Committee of Municipal taxes upon
the salaries or professions of all persons exelusively in military employ or subject to
the Army Discipline and Regulation Act or the Indian Articles of War, an& com-
pelled by the exigencies of military duty to reside within the limits of a Municipality.
So long as the order remains in force the Municipalities of the Madras Presidency are
conceded the privilege of exacting a contribution to their funds out of the general
revenues. In the opinion of the Government of India the payment of this contribution
by the geneml taxpayer through_out india to the funds of the Municipalities of the
Madras Presidency cannot be justified on principle. But taking into account the fact
that the Madras Government adhere to the opinion that it is impossible under present
circumstances to devise any efficient substitute for the profession tax, they agree to
withdraw the request that the Madras District Municipalities Bill should exempt ali
officers in the Royal Navy, Army or Royal Indian Marine from the profession tax. I
am therefore to say that the Madras Government are at liberty to proceed with the
Bill in its present form, but I am to commend to their renewed consideration the
reasons that have been again stated by the Government of India for very strong
objection to the exceptional system of taxation formulated in Madras, and to ask that,
whatever their opinions as to the necessities of the immediate situation, they will not
desist from devising an alternative method of raising the equivalent income in a
manuer free from objection. '

10. In conclusion, and with reference to the last paragraph of your letter, L am to
express the regret of the Governor~ane1:a1 in C_oqnci_l fchat there was delay in dealing
with the Eill to amend the Madras Distriet Municipalities Aet, and the subjeet matter
of the present correspondepee. But I am to observe that the Government of India
anderstood that the question of delay had already been disposed of elsewhere, and
they did not desire to continue in official correspondence a discussion on a matter on
which it was believed that they had themselves some grounds for complaint.
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