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Home Department,

~ Municipalities. s

Calcutta, the L, January 1897.

i) SIR, “
) I au directed to acknowledge the receipt 1(l>f y01[111:|E l;tter No. 64 Legis-« :
ol lative, dated the 176t uly 1896, on the L
E ® fkeatvol ot 113 SRE SO subject of the taxation yof salaries in g
i Municipalities in the Madras Presidency, and in reply to communicate the
| following observations.
1% 9. In the first place I am to point out that the original request of the
: 5 Government of India for the general abolition of the profession tax in so far :
W as it was in effect a salary tax, was withdrawn in paragraph 6 of the Home i
Department letter No. 88, dated the 15th June 1896. The Government of
Madras have again ontered into detailed arguments in support of the tax,
apparently because & doubt was felt as to whether the Government of India
« accepted the profession tax at the rates given in the schedule to the Bill. T
4 am fo express the regret of the Governor General in Council that my letter did
i not explicitly state the intention of the Government of India, which was that
they accepted that schedule.
3. The points dealt with in paragraphs b and 6 of your letter are briefly as

o

: ] follows :— r
! (a) that it is doubtful whether the statement (contained in paragraph 9 |
N of my letter of the 15th June last) that a salary tax is peculiar to L
the Madras Presidency is accurate; |
s }9 (b) that the nature of the objections which the Government of India took |
L to a salary tax was unknown to the Madras Government until the \
e | receipt of my letter of 15th June, in paragraph 3 of which reference
M was made to the correspondence which had taken place in 1887
i on the subject of the profession tax; and
Z (c) that the correspondence of 1887 had no reference to the levy of taxa-
. e tion upon calaries or upon offices and appointments as opposed
. to professions, arts, trades and callings.
. 7,'-, Lone 4. With reference to the first of the above points, I amto say that the Gov-
o M7 : ernment of India had carefully examined the question before making the state-
B . ment referred to. Although in other parts of India there are profession taxes,

to say that in no other province, except the Hyderabad Assigoed
fession tax approximate to a salary or income-tax, such as
Municipalities. It is olsewhere a trades’ license tax,

” it is correct
| Districts, does the pro
&) the tax in the Madras

Phe fact that the profession tax in the Berars partakes of the nature of a salary

- 4 %
) o 3
: l;‘: or income-tax has only recently been brought to the notice of the Government
2 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
1ot the first intimation of the views of the Goyernment of India on the subject
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of taxation which resembled, or trenche 3

ggzﬁggapg 26bof ]E8[ome Department circ%l(z)lg f:tieiego?{;j?ﬁ%gta?tion‘ In

T ik ?E 6;1;1 ::s%in’g,ll"egalrdmg rf_mmclpa,l octroi taxation, the G;).verated th(';

alter the sys%em of %ctropa Govegpmenty and Administrations fo| tak e
: oi taxation in towns, where such taxati ake steps to

against acknowledged principles, observed as follows : ch taxation transgressed

Should this measure result in a seri i :
: ous falling off i .
Local Governments to decide whether i g off in municipal revenues, it wi
e - er it may not be desi es, it will be for
Lrﬁ((l):z&t J}?:ta?;‘)nr or to enhance the rates on articles of con::;:a‘;liznto Icombme direct with
ere was a want of fertility in devising new fo"x[;xg of' mnﬁic‘lmlot the reports
ipal taxation, and

some inclination was evinced to co ial i
; py the Imperial i -
purposes. Such o tax is, however, not suitab?e Jor Jﬁi(;r?c(:';:lx“:}:xd introduce 1t for municipal

The remarks of the Government of Madras with reference to the tax on

arts, professions, etc., as recorded in par el
‘Administration for 1886-87, were asl;?)ll?og;?h_h of their review of Municipal

The common complai inst it i s s
1 i ey ol aint :gau;lst it is that it is a double of the income t inqui
the persons_sssessed R :ﬁzz:((ll tbhaz lfhlls was not the case, and thata xt’h};"t e 1{1“11“1')’[
3 : gl y the Imperial i g majority o
due in part to im perfection in the schedule, and inl :)::t ll’»glgzslt.asszsl:s’ h(;we'i‘;"» appears to be
ment. the classes in

the schedule represent income
by ety , all persons assessed above the eighth class ought to be liable t
1able to

e S D

R zsses.mcu].ence of the tax on arts and pro-
1008 1In connectign with the revision of

4n G. O. No. 692, d the District Municipaliti 5
b R ated the 3rd June 1889, the folFowlirlxe; rsxfxz’rl::(:\l}chrg

% Paragraph 3 of G. O, No.
July 1891, 3 iy

His Excellency the Go i

. ) vernor in Couneil h i :

tion of altering the principle B it e pdegtal . :

has arrived at the concllt)xsion It)%;:totiizszzssminlt os Shis tek o 8 iiiﬂ:;ﬂz?gm‘ o 1the ‘l“esi

o Demaiclag o nnot b6 done with ) incidence, an

. Wk e oo out entirely ehanging tl

make the rates e ! g s ki i - P

fr pimincas syt iyt ot afdrat(:\l;:t\:);:;f; the classes liable so as to
convert the tax into a

regular income-tax ¥ it 1 1mi

N ol oot (s suf:h similarity as alrea i W

hi mperial income tax that is the chief cause of the uulpu:l'rla.?i:,s“ fbelh e;:n S T S
Yy of the former,

I am also to invite atiention i 3
to section 10 of the oriei lon in this eonnection to th o :
Act, in the statemeztos;a(;{)l;}cglgntg amend the Madras Deist];{ilgzogla 111)1131011'()13::?5’
letter No. 27, dated the 4th April lsgg'fsous accompanying Mr. Buttcr\lv;)rth?:

113 % In .
that “to convert the profession tax into a secon(til;iZOIxf":gmphf M ot K
e tax 1s for several

reasons

exceedingly undesirable.”

In the light of the above-ci

AT 5 ; ve-cited correspondence it

s WereGuer?::va;r;% f(i’:(;ll(];nncll. that it can be contended tl?aote:hgogf i:leem g
ot Todiociotih il a];/llre of the objections entertained b tla 30 i i
1830 sppeart to the ({} on- oreover, the extract from the G): Ole I RREROUB.
s 1A £ i %‘nor General in Council to sufficiently B d
Daring ikl PRt shi g 0fovg;‘nment that the discussions of 1387)' iy
;ions pi s 0(; t(lz]e: :(:]rﬁ: lf:};];oint_x:llents as opposed to ;r—a?lts llsgof:-ls?
u i 2 , eviden ’ -
N e T S ooy ot
the objection; ur eduls)e y doing so it would bhecome s:'ﬁ - o
sancdaithe Govergnor é the Government of India to it. Unld T
ment had in mind the r:llgral in Council, in the belief that th:thhde o Aot
deemed it urxnecessarp nY ious correspondence and their own order ; 1318 bt
entertained by the Gg;en‘]’;‘: particularly toadvert to the nature (?fotgx i
3 h ent of India to a tax which e objections
in such a manner as to approximate to an income tax was assessed and levied

; 6. Paragrapbs 10 to 13 of your lette i
tuin oftofﬁcer'f‘ gn the Army, Ros),’al N avyfa‘tglfzr)l;:ltﬁd%::ﬁgfn of the exemp-
;alixry s:xx.B e contention of the Madras Government is u dt?trme from the
é') ows :—By the Mpmmpal Taxation Act, XI of 1881 own R

ovgrnment of India to exe'mpt persons in military em ’I(I)) fer was tal::en by §h_e
pgal imposts, the loss to municipal revenues being madg godmm - e
ties by the Secretary of State in Couneil ; and such gofﬁ to the Municipali-
e-xemlzted from the profession and salary tax by the Home D:ersrtWem actually
tion No. 162, dated the 18t_h November 1881, which was issuecllm ’3"“‘ Notifica-
of the Act referred to, Since the promulgation of this notiﬁ‘;:ti?); segilfitttarg

]

AR »Y

3

officers in Municipalities in the Madras Presidency have been exempt from the
tax, but ander section 4 of the Act of 1_881 the loss has been made good by a
contribution from general revenues.. It is urged that the effect of the exemption

is to deprive Municipalities of this compensation payment, and

now Pro osed : s f ¥
pior 1d be a reversion to the original intention of the Govern-

that this action wou : :
ment of India when the Bill, which became Act XI of 1881, was under consi-
deration, but which was not carried out in deference to the objections then raised
by the Municipal Councils in the Madras Presidency.

7. 1 am to say that on principle the Government of India object to the /
Profession tax when it approximates 0 2 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 3 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 pol

int of view of the Government objectionable on this

ground it s also resented, 28 the Go_vernment of Madras have on more than one
oceasion 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 con-
ferred on the taxpayer by the Municipality. They entertain a special objection
to it in its incidence on GOV‘ernment servants as they consider it anomalous to
jmpose a tax for the privilege of exercising their profession in a particular
lace upon persons in the employ of Government who Qerive 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,

gpeeial force as regards the incidence of the tax on the incomes of soldiers: Ltis
right and 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
rovince of India except Madras fulfils these conditions, and to taxation in
some such shape the Government of India would take no exception whatever.
But, as regards 2 salary tax, in the first place the Government of India have
themselves by section 5 (1) (¢) of Act 1T of 1886, which exempts from income
tax the salaries of persons of Tler Majesty’s forces or Her Majesty’s Indian forces,
who are not in civil employ, when they do not exceed R500 a month, reecognised
that such salaries should be treated differently from those of officers, civil or
military, employedrrm-&il dutjes. This distinction was also originally recognised
both in the Municipality of Madras and in the district Municipalities of the
Madras Presidency. Under Schedule B to Madras Act ILI of 1871 military
salaries were made liable to Municipal taxation only if they amounted to R500a
month, while the limit in respect of persons holding civil appointments under
vice of Public Companies and trading firms was fixed

Government or in the ser ] ) ;
at R30. The corresponding tax i Madras City, véz., the salary tax was, e

the passing of Madras Act I of 1§84s, not leviable on the incomes of persons in
military employ not exceeding .Bo()O a _m.ontl_l.. By Madras Act IV of 1884,
the tax was assimilated in district Municipalities 1n respect of civil and mili-
i limit of taxation was altered so as to render every
ployment, public or private, or employed in
any capacity whose salary amounts to B2ba ngonth_ liable to pay the tax.
Under the schedule in the Bill now under discussion the minimum limit
of taxation will be again raised to R30 a month, but all persons in military
employ whose pay amounts ! ]
By Madras Act 1 of 1864 the salary tax is now leviable upon the incomes
of all persons in military employ which exceed R100 a month.
9. Under the limit fixed by Madras Act IV of 1884 the pay of all private
dent within the limits of one of the district

soldiers in the British Army resi
Municipalities in Madras was liable to the tax, and under the limit now pro=

posed 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 pon-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 1881, which pro-

to this sum will be liable to" pay the tax.u
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hibits the levy by any Municipal Committee of Municipal taxes upon the
salaries or professions of all persons exclusively in military employ or subjeet
to the Army Discipline and Regulation Act or the Indian Articles of War,
and compelled 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 confribution, by the general taxpayer throughout
India to the funds of the Mun.lclp?.lltles of the Madras Presidency cannot be
justified on principle. But taking into account the fact that the Madras Goy-
ernment adhere to the opinion that it is 1mpossﬂ.)le under present circumstances
to devise any efficient substitute for 1_:he profe_ss§10n'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 present form, but I am to commend to their
renewed consideration the reasons that have been again stated by the Govern-
ment 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 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 officjal
correspoudence a discussion on a matter on which it was believed that they had
themselves some grounds for complaint,

I have the honour to be,
SIR,

Your most obedient Servant,

P deeliy

Secretary to the Government of India.
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