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Read the following lettexs:—

No. 508.  From ARTHUR HALL, Esq., President to the Income Tax Commission; to
J. D. SIM, Esq., Secretary to Government, Revenue Department, dated 11th
November 1861, No. 73.

1. In obedience to the Orders of Government under date the 7th September 1861,
No. 1,785, I have the honor to submit for the information of His Excellency the Governor in

Council, the detailed report of the working of the Income Tax in the Town of Madras during
the past year.

9. The necessary arrangements for carrying into effect Act XXXII of 1860 in the Town
of Madras, were completed on the 1st October 1860, on which date the Income Tax Office was
opened in the Mount Road Madras.

3. The Town of Madras was divided into five districts corresponding as nearly as possible
with the divisions existing for the purpose of Municipal Assessments, andan Income Tax
Assessor, with a suitable establishment, was appointed to each of these divisions.

4. The whole of these establishments were located in the one Office on the Mount Road,
as this arrangement enabled a more complete’ control to be exercised over the several Depart-
ments, than if they had been scattered in different portions of the town, and facilitated references
from one Assessor to another, and from the Assessors to the Commissioners, and special
Commissioner.

5. The chief data upon which was based the general jssue of special notices, were lists of

house-holders obtained from the Municipal Commissioners, and supplemental lists furnished by
the Assessors from their local knowledge, and from such general inquiries as they could make at
the commencement of the working of the Act.

6. Tt was at first supposed that 30,000 persons would, within the Town of Madras, be
liable to the service of special notices ; but further experience has shown that this estimate was
greatly in excess of the number of persons actually liable to Income Tax:

7. By the annexed Tabular Statement it will be seen thet 25,242 special notices were
issued, and that to these notices 21,571 Returns have been actually made, of which only 11,304
have up to date been found assessable under Act XXXII of 1860.

8, Inthe Town of Madras as elsewhere, it was extremely difficult to form anything like an

estimate of the probable fnancial results of the Tncome Tax. The Commissioners after consult-
ing members of the European Mercantile community, some natives of respectability, and examin-
ing lists of house-holders paying Municipal rates, were of opinion that the assessments would
wreach to 5 lacs of Rupees. In reality, however, the assessments’ have only amounted to
3,09,588 Rupees. But a large difference between the estimated and actual yield of the Income
Tax has been, the Commissioners believe, general throughout India. In the North West
Provinces the first estimate was 50™acs of Rupees. This estimate on the introduction of
Tncome Tix into the North West Province fell to 18 lacs, and by the latest accounts the
expected income from the Tax s 30 lacs of Rupees.

9. The amount of Income Tax assessed in the Town of Madras, as shown above, is
3,090,588 (exclusive of Official salaries and Government securities) this sum seems a very inadequate
resuli to be obtained in 2 city with 7,00,000 inhabitants, but as has been before represented by the
Commissioners, it must be remembered that Madras has no large class of wealthy Natives; the
European Merchants are few in number, and the trade of Madras is small as compared with that of
Calcutta and Bombay. It must also be remarked that various Banks and Companies in Madras,
have head Offices elsewhere, and have therefore not been assessed in Madras. In the same man-
ner many Native Merchants who have branch Establishments in' Madras have claimed to be
assessed in the Districts where the principals reside.

10. The incidence of the tax may be roughly stated to have been 1'6 per cent. on a popu
I pul-

lation estimated at 7,00,000,and the general average of the amount yieded by each assessment has
been 27-6-4. <
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11. The Commissioners do not pretend that during the first year of the currency of Act
XXXIT of 1860, its execution has not been imperfect. Many parties liable to the tax have
probably escaped the service of special notices, and have evaded the payment of the Income Tax
altogether. Again the returns made by the majority of those served with spccial notices

appeared so ineorrect, as to make in Madras as elsewhere in Tudia, “ surcharge the rule, and the
acceptance of returns the exception.”

12.  The total number of surcharges as shown in the annexed Tabular Statement is 8,734
as against 11,304 assessments or 77 per cent.

i

13. 2,713 appeals against surcharges were made, of which only 431 were suceessful.

M. TIn Madras, as elsewhere, parties making the returns have been puzzled by the compli-
cated nature of the forms prescribed, and have omitted from ignorance entries which they should
have made, and have deducted their household oxpenses and other disbursements from income,
on which Income Tax was payable. But after making due allowance for these mistakes,_it must
still be said that in a majority ol cases, the returns were quite untrustworthy.

15. It is an undoubted fact also, that the minds of the native public were much disturbed

by the detailed inquiry into incomes, contained Xu the Income Tax forms. They ‘were evidently
led to think that these inquiries had not for thei: sole object the asszssment of the 4 per cent. and

2 per cent. Income Tax, but that the Income T'ax would be followed by other taxes based upon
the ascertained wealth of the community.

16. The native community has shown litfle anxiety regarding the observance of secrecy in
respect of their assessments.  Although they have shown much reticence iﬁ:tegﬁtdtaﬁiy.m&ues

of their income, they feel very indifferent whether the actual amount of Income Tax assessed

becomes publicly known or not, probably because they are aware that the amount thus paid, is
not considered by any portion of the public as any real index of the assessed person’s wealth.

17. The Commissioners have already reported to the Government that, in the Town of Madras,
there has been no active opposition to the Income Tax. At the commencement of the Income Tax
year, a few of the wealthier natives refused to send in returns under the idea that the tax was
to be abolished, but after the deputation they sent to the Commissioners was received, and was

informed of the penalties to which recusant parties rendered themselves liable, they at once
furnished their returns.

18. The Commissioners haye only in one instaunce inflicted the penalty provided in Section
214, when a flagrantly fraudulent return was made by a native of a higher class.

19. It will also be observed that the distraints actually made amounted to only 221, and
that of these seizures 133 have been redeemed previous to sale.

20. It will be seen that the total cost of the establishment for the year 1860-61 was Rupees
57,330-14-8 exclusive of Office rent 2,000 Rupees. -

21. The amount paid in Honoraria to non-official Commissioners during 1860-61 was 5,152
o . . X
Rupees, and the large sum of Rupees 9,922-6-3 was paid for printing forms and other notices.

22. Should the public avail themselves of Act XX of 1861, very considerable reductions
can be made during 1861-62, both in the cost of the establishments, and in the Honoraria paid to
the non-official Commissioners, and as it is proposed to continue the use of the old forms of
returns, which are now understood by the public, and of which a large number remain on
hand, there will be but a small expenditure during 1861-62 on account of printing,

23. The Commissioners have already in a previous report had the satisfaction to make favor-

able mention of the conduct and ability of the Assessors and of the other Officers connected with
the Income Tax.

24. The Commissioners are happy to be able to affirm they have in a great measure been
able to prevent the new tax being converted into an instrument of extortion by the native sub-

ordinates of the Income Tax Office. . This has doubtless prevented the Income Tax proving as
unpopular in the Town of Madras as in some other parts of India.
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6 Proceedmgs of the Madras Government, Revenue Depar e L) L S RSP UEE S R
v 31st March 1862. . :
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it e * REMARKS OF THE COLLECTORS ON THE WORKING OF THE INCOME TAX
! GaNsam.—The Collector states that the Income Tax is utterly unsmtal;le t(; the sc;lc}al anfl
3 : i 3 i j the machinery it
. é commercial habits of Hindoos, and that it could no more eﬁec; “:‘ ob_]e:cts hY e tassur}rlx e
g 3 3 provides than a steam engine could work upon dry lafxd. He further states that the Ac
= & " % g certain circumstances, viz., the Assessors possess sufficient knowledge of the private affairs of those
* : = o i 1
%‘ ) g v -t around them, &c., as facts, which are not really the case. He further thnfks that the License Tax,
g = a5 Py AV 1 will prove more productive than the Income Tax,
= &9 both on account of its simplicity and completeness Wil p : P PHA RIS RGeSy o
‘ g ’ : : hich has been taken
é ] . and that it would even now be an act of true wisdom to retrace the fa ;e dS :P > fthe Li A t’
¥ . S e : ; \ g ed form of the License Act.
E T‘m—m‘;@?m'f % b‘m’fz’%ﬁéﬁ > § % £ and bring the present subjects of the Income Tax Actunder the exten
3 PNV BRI N P~ ONRRTEg—~ON | o
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S P PN = | = e =y $I23 SERFR—S | = VizagapaTam.—The Collector reports that on account of ?he lateness o.f !‘ect?l[?t of the forms
i ey ! ’g,‘@”l;"-'d’"’;; from Madras, the novelty of the tax, and a want of comprehension of the unintelligible returns on
TERNCE AN S e L i i h v
' 2 = l E§§ REEEEEEEE S —3Eo 222 the part of the Assessors caused a long delay in the operation of-the tax H.e also remarks. that
= fg- il B G‘._.;gt':;?}l:::,ﬂ DA e P ol £ Gl po reliance can be placed in any of the returns sent to him excepting those which were submitted
i : - . > )
S = | pir s L0 by Zemindars, aud that upon the whole the tax has been quietly submitted to although it is
- R ——— — it ~ O ! : ¥
Z . O TE =T oo Llo2e2 |a ndoubtedly unpopular.
2lg ot | | 2ETE=ERETGIBRIERSRTR (Y u y unpop
S Pilemiape o S < 2o o - :
:?,; _:-; pue waﬁu‘:mf?g el Bl -~ Gopavery DisTrict.—The Collector states that only one return out of fifty from the native
é P A Sy 1 --’—,;;E"c'l':—-.‘: ' community was true, and though there was no outward show of a disposition to resist the tax, still
e e— e v - , ! % F .
o E BR2 %3 REJE=R ig" § o g 223 % | = a disinclination to give in returns was apparent, and in the collections there has been but little
. .. MO NNSE SRS W RN L A 3 | A : : H
S ek s 8 ARl - o et B i B Rl i PP ]| occasion to resort to the coercive powers given in the Act.
= \ >4 ! :
\ e ¥ 3 . 4 =
2 ¥ | 235k sEzw aﬁg&'g = g §§ =1 Kistna District.—The Acting Collector remarks that very little was done during the first
s 3 St '%%3_3«;3 RRIRE 8_3;. géz :;"?F pe ey g.; 4 quarter beyond organizing the establishments and giving publicity tothe terms of the Act, and that
. ; &= S SREZNI L RE o RCRERT 7 o) the returns except in a very few instances were entirely untrustworthy. He further states that
= e m the collections were made without oppesition, and coercive measures-were adopted only in a very
T ® S° vonogg 2338 8 .|® instances.
'Q" ] '“!HWQ‘I s 1R N ?::5% wg . r.‘.-‘v—cﬂ : 5 % few instance
: -E' = - * - Nr i e
E 5 oL e n CuppAPAR.— No remarke. |
s 18 spop | | SIBIVSSBI=ZTBELEZRER | 2 : |
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& T2 D e AS —
- R 3 pawdfe) e 9 . L CoiMBATORE.— Do-
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e Iy { - — NI = \2 - — % » . » .
. 8 =01J U0 15313}t l =i § SRRE=BE §: i .t _at':.f;%»q g Berrany.—Mr. Hathaway reports that in his District only one person applied to be assessed
E < .puudnu'cuss TR P ! i) S® :_—: X -_53' __o: 23' ¥l it Ll ot | under the cypher system, and that it was found necessary to employ coercive process in collecting ’
L] -qud jo Led
5 . quda y ayy
J L2 &mog safeddng VABE ‘l ; the tax.
& = = T T T L | . g :
- g ‘sa8rug g é}g S2RR a% % ?}‘% §§ § RS L% = Kurxoot.—The Officiating Collector reports that he has much pleasure in stating that the
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: S NS o saqunyg - \ zc‘ SN L RB i mBme—=r— NS work has been most efficieatly carried out throughout the District by his subordinates.
g ©
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e e | SRRLE[EIEERR '«éf - § oR % g ,@.’_ 1 Norta Arcot.—The Collector reports that owing to the flelay in the re.cexpt and‘preparatlon
& il ‘apeumt - S'Q.QO,g. E{&:_Q&".Q'v"‘."". “3‘2’0«5:}5} « 2 \ off forms and notices, the machinery of the Act did not come into full play till January last. He
3 .S 19y Jo Bquny SRRSO S FRVOE ¢ | also states that the tax has provoked no overt hostility, but has everywhere been received with
r = 1 WP Y ) ; os - ; .
(e ?, PR el A 3 N=BE2 | = sullen distrust and aversion. and that the cry for additional aid from the Taliqs islond and urgent.
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1. o l . % 2! M aprAs.—The Collector states that the tax, following as it did immediately upon a bad year,
\__ : ] ‘ Sy 3 < and being collected during a still more adverse one, it bore the heavier upon the people, and the
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: z 3 l k= : : : : o shop-keepers of Conjeveram threatened to close their shops, on which the Tahsildar caused printed
E r-; y= EE v A ... u LA A g E notices to be affixed in various parts of the town, pointing out the consequences of such conduct,
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information by the parties themselves, consequently the assessments ficst made were unduly high
and he was then obliged to reduce greatly the estimates after a full inquiry of all cases gh,

TisNeveLLy.—Mr. Silver reports that the collections of the tax were made with facility, and

there has been no opposition whatever to the
payment of the Income Tax, and i
Officers who had abused their authority were duly punished. RSt of v

c gt
_ Sovrn Canara.—The Collector states in his report that no opposition wasmet with in the
introduction of the tax, but the assessment was not generally commenced till the beginning of

March, for the printing of notices and forms was not completed ti
ill the end of 1 i
were issued by the 4th January 1861. i (R I Rty
B

T{“CHINOPOLY-—ThB Officiating Collector reports that many of the returns submitted b
the natives were not trathful, but he refrained from making surcharges lest they may provoke imliy..
viduals to opposition. He further remarks that the cypher system has been adopted in the case
of all Europeans and East Indians, and no natives applied for the introduction of this system.

Mapura.—Mr. Levinge states that the Nattoocottai Chettiars, who were served with special
notices have not yet returned their profits up to the present moment, and he is now in the c‘:)urse
of assessing them under Section 48 of the Act. He further remarks that the payment of the tax
in his District has been generally voluntary on the part of the payers, and no complaint of an
nature was preferred against the Officers except in the case of Mr. Hayes, the Depixtj Colleuoz.

Mavasar.—The Collector reports that although the Act came into operation on the 1st
August 1860, yet it was not brought into full effect until the beginning of November 1860, and
the delay arose from a difficulty in getting the several forms printed and subsequently prolonged
by the non-receipt of the returns owing to the ignorance of the people in filling up the forms.

Nerrore.—The Collector of Nellore states that his report exhibits the assessment of the
District as it stood on the 3lst July, and that the per centage of collections would be slightly
modified, owing to an abatement which has been recently granted to the Zemindar of Vencatagiri.
He further reports that the easy introduction of the tax is to attributed in a great measure to
the hearty co-operation received from the respectable inhabitants of the District.

TANJORE..—ML Cadell remarks that a trifling opposition was shown in the town of Comba-
conum, but owing to the judicious measures adopted by the Tabsildar, every thing passed off quietly
He a}so states that the assessments do not include the class of Nattoocottai Chettiars, and that tho.
working of the Act in his District has been effected in the most satisfactory manner. I’Ie, in conclu-

sion, remarks that he has no hesitation in stating that the tax has in no way pressed, or is likely
to press hard on the means of the people.

e — T S et ey,
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Statement of Income Tax showing the stoppages made by the Ex-Officio Assessors in the
undermentioned Departments from the Pay of Public Servants and from interest on
Government Promissory Notes from 1st August 1860 to 31st July 1861.

General Department. i ey (o)
Sub-Treasurer... .| 2,61,379| 3| 5
Resident at Travancore... ons 3,006| 7| 6
Commissioner of Mysore... 2,635 8 3
Deputy Commissioner East Berar... 3 624 7| O
Do. West Berar s 1,245(11 7
Superintendent of Coorg... SO 664{13' 0
Secretary to Government Savings Bank... .o 5 2; 2
Resident Hyderabad, Political... .ol 1,96715 6
Do. Civil Treasury... 593'15 0
Military Department.
Auditor of Commissariat Accounts, Madras... bat 6,143/13; 0
Paymaster at the Presidency... et 12,94515(11
Do. for Penang... ol 3,036(14) 7
Do. for China... 1,299 2| 1
Po. Bellary... ...| 14,890| 5 0
Do. Belgaum... P - 38| 4/ 0
Do. Mjysore... ...| 15,308 3|11
Do. Malabar and Canara... .| 15,165(10| 1
Do. Nagpore... el G380l 4
Do. for Saugor... 1,689/ 0| 0
Do. Poonamallee... 805| 9/10
Do. Rangoon... o = 25,815/10 6
Do. for Moulmein... 4 r 1,892/ 9 0
Do. Secunderabad... .| 31,776/ 010
Do, Trichinopoly... iy 27,014| 1' 4
Do. Vizagapatam... wen] . 18,262111 10
Do. for Cuttack... 1,67915 4
Do. Masulipatam... .. 280110 0
Do. Vellore... & 1,280 4' 0

Errors Excepted.

Forr SAINT GEORGE, '
AccoUNTANT GENERAL'S OFFICE, (Signed) F. LUSHINGTON,
19th February 1862. dcting Accountant General,

This Statement does not include the Collections of the Paymaster Rangoon for Moulmein

~ during the months of May, June and July 1861, in consequence of the non-receipt of his

accounts for those months, as noted in the Statements rendered to this Office by the Military

Accountant for the months specified.

e

No. 510. ORDER THEREoN, 81st March 1862, No. 706.

1. In these papers the Presidency Income Tax Commissioners and the Board of Revenue

submit their reports on the working of the Income Tax Act during the first year of its introduc-

tion, as required in the Order of Government, dated 7th September 1861, No. 1,785.




10 Proceedings of the Madras Government, Revenue Depariment,
3lst March 1862.

I S S iy

2. The following table shows briefly the working of the Tax in the Provinces : —

. s Amount s !

collected S | Ged

No. of on in- 03| g2 |
Special | Returns | comes | No. of | & ol By
DistricTs, Notices |Assessed.|exclusive| Sur- g E g e
issued, of salaries charges. g 8 SR E
; and. divi- £g | ™3
: dends. e
5 1 2 3 4 b. g 7

(Presi ; l ;

{Presidency............. i, W AR P ey, 25,249 11,304 8,734 45 7
Ganjam............... e S s 3,170 2,527 2,196 80 87
B b T RN S T et 1 3412 2929 1,696 86 58
i T R AN S NGB e o - 6702 . 6,02 ‘ ki
T T o R S TR A 12,000, 6,902 v
s Lo R U R A N BRI b e Y £ 7,361 6,295 95
Cugdapalis. ol A0 ARk 5957, 3,629 91
Bellary........ i I S R WO L 0 L7 10,477 9,816 52
£ N RS LR RO IS 5432 4,635 93
T T SRR cR e Sl S W it 3,441 2,117 o
North Arcot...... PO R A0 UM 4,617 3,816 47
South Arcot........... S A et e 7.298] 6,613 ol 469
P e L L A R Rl 5,179 3,496 A i e 1

Triclifiopolys,ic.veti S ancltae gt 15892 el b 17,860 i

L D R e SR CE R S e 4,697 3,696, 57,787 35 \
15T T R P MR RN S R T 5,068 4,511 77,5654 81
ColmbAtOre. cusa. .o wues soavssn voins ssenmninsf - 38,7421 8,209 28,439 51
T P BT R vt SR e SO L 3.531 2,815 21,863 48
B 16 3,07 CF o A A ES B R SRR e e 1,395 1,250, 11,201 90
South Canara......... o el & oy 1,544 509 19,895 2 |
Malabar.......... PRl ARl R e e N R 5,366/ 4,963 68,572 2,821 [ o7

_ Total..| 1,61,953 92,058\,‘13,53,041 71,444 57 i 28 |

The figures entered in column 3 are called in the statement furnished by the Board of

Revenue “ Returns made,” but from paragraph 3 of the Board's letter they appear to represent
the actual ** Assessment.”

.

3. The number of notices issued in Coimbatore must have been unnecessarily large as no
more than 8 per cent. of the persons served with them were assessed. The Government are
willing to make due allowance for the difficulties under which Assessors generally labored at the
outset of operations, but the ratio of assessments to special notices shows either that the latter
were indiscriminately issued and the people unnecessarily harassed, or that the dues of Government

were not firmly exacted. The Board will call upon the Collector for full explanation as to the
proceedings of his Assessors, and his own regulation of them.

»

4 The Succharzes next come under novice. The table shows that Surcharges were * the
rule and the acceptanca of the returns the exception” in most of the Districts, The number of
surcharges in the Kistna and Madras exceeds the number of assessments. This is owing, the
Government presume, to assessments under Section 48 of the

Ganjant.. 4 87 per cent. - % Vi
Nelloss. g i Act being included among the surch.arges. In these Dis-
%ﬂﬁdaw‘l-- i - 30- tricts and in those noted in the margin the swmicharges were
SEIRATV e “w b 0. 2 k& ?
Kurnool. . ot O b B very uamerous. The Board are requested to ascertain and
Pimpevelly.. .. 8L - do.

report the number of appeals from surcharges in each of the
Districts entered in their Return, and the number of casesin
which the surcharges were modified or cancelled on appeal.

NorthCanara.. «. « 90 do,

R A A A B i -‘A“‘-_ﬁﬁ—
" Proceedings of the Madras Government, Revenue Department, 11
31st March 1862.

e e e e S e e A T AP S

e et e e A A e At

5. The total amount of the assessments made by the, Presidency Commissioners was
Rupees 3,09,589 ; of this Rupees 2,68,384 were collected up to 31st July last. The Government
trust that the balance Rupees 41,205 has been subsequently

oopd realized. The charges incurred by the Commissioners amounted
s it S 5 24 per cent. on the assessed revenue.
Honorarium fees... .. . 5,152 to Rupees 7.4:,40.0 or 2 P : )
Obe e e e 3000 ppis proportion 18 large, but the establishment having been
inti o o 1o e WSS 0,00 1
i : reduced in the commencement of the current year, and further
Total 74,405 eduction being practicable as stated by the Commissioners in

paragraph 22, the Government believe that the result of that year will be more favorable.
o

6. 'The collection of the tax without frequent resort to coercive measures and the general
behaviour of the Assessors and servants employed under the Commissioners is satisfactory.

7. The Board of Revenue do not s.tate the total amount of the assessments made or the
¢ demand.” The total sum collected within the year was Rupees 10,84,657; the chax:g(‘as
amounteci to Rupees 35,031 or a fraction above 3 per cent_. on the revenu.e (‘:ollected. This
result is satisfactory ; but jin examining the charges incurred in t.he several Dl:'stmcts the Govern-
ment observe that in Ganjam with a revenue of Rupees 49,!60 the expenditure amounted to
Rupees 6,256, while in the adjoining District of Vi‘zagapatam it was no .more than ].g.upees 1,564,
though the revenue was Rupees 94,399. The contingent and Saderwarfd charges in the former
District were also large. Again, in Bellary where the largest sum, viz., Rupee's 1.,64-,394- was
realized the charges did not exceed Rupees 1,792, T}le revenue collected in Trlchmopoly was
less than that collected in Madras, but the expenditure in the former' was nearly double that in the
latter. The revenue in North Canara was the least, but the expenditure exceeded that of Madras
‘and South Canara, The Government request the Board of Revenuf: to make the nec-essary
enquiries and carefully regulate the expeunditure in the different Districts.

8. The Board of Revenue do not state to what extent coercive measures were resorted to
in the Provinces for the collection of the tax nor do they mention whether the con.du.ct of the
Assessors and subordinate officials was satisfactory. . In Madras. “.th(? Assessors (it is stated)
were denied information by the parties themselves.” 1f by thl? 1t.1s meant that the parties
were questioned about their incomes, such condunet was. a f:lear mf:rmgement of the Law, .and
should have been strictly prevented. The Collector.of :I‘.l-lchlnopoly is s.bztted”to have * reframf}d
from making surcharges lest they should provoke l[l.dl?’lduals to opposition.”  The Board will
po'int out to the Collector that there was nothing in his mstrucnons.i to warranb so weak a course.
Collectors were enjoined to exercise forbearance, but it was not intended that they should be
deterred by the fear of oppesition from duly enforcing the Act. Su‘ch .conduct can only expose
the Government to contempt, and it is unjust to the people of other Districts who have been more

firmly dealt With.

9. The receipts certainly do not correspond with the supposed resources of the different
Districts. Nellore for instance producing much more than the far wealthier Districts of Tanjore
and the Godavery. These inequalities while showing bow much the realization of an Income
Tax ia this country depends on individual officers, were to be expected in the first year, but the
Government trust that the experience gained has led to a more just and equal assessment in the

current year.

10. The Commissioners and the Board of Revenue will continue to submit annual reports
similar to those now reviewed.

i1. Ordered that copies of these papers be transmitted to the Government of India.

(Signed) J. D. SIM,

Secretary to Government.
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