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■ .^U Ijmjta faTKtttif •«•!* • further letter from Mr A.8.L.

i Young, M.P., regerdlng Income to* In Konya.f Hie proTlcmo letter Ubout Mr OeeirKe ■urron’* 
eoiVUlni wao, if 1 remortber aright, referred 
to the OUTemor fur adTioe aa to the reply.

I do net kw»w what wo ore oxpeotod to do 
with the preoont letter^ Hr Rutherfoord, 
hut ^ ahonld see^and perhape you would let_ 
:«a iSHW whA further 5«plP ^ MaAowil* ahould

. k 1

81 V"
-.5'

- 17.11.^58

'

**
1 . ^ i3k ^

. i—i. -<10?-..' \
"y.± ■̂■

•-~r-%T

p-. •
:t

-..

• ' Ae Mr. Rutherfoord le a member ,!g( the 
Tajcpayere’ Protection League, It la natural'that he 
should hold the v^owa expressed In this letter, but 
I very much doubt whether they can be regarded as

i^a*general state of dissatisfaction amongst 
the settlers of Kenya on the subject of Income taXy«.» 
to th?^Kttl^s from the 'East African Stan^d', 
which are enclosed, the tax Is now attacked as 
"a tax on capital", and/le developed In connection- 
with the campaign for furtoor\ftiiuiolal asBlstanda; , jj 
by the Oovomment forsilfihe agrl<»itural indiwtry.
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I suppose the argument is that. In the ehsenoe of 
cheap credit facllltlea, the settlers ought to he 
allowed to retain as much as poaslhle of thetr 
profits (Instead of having to pay them ^ut as Income 

. tax) in order to put hack into their huslness.
The printed manifesto of the Taxpayers 

Protection League tifets out the old allegations that 
the assurances which were given to the Elected Memhera, 
as an inducement to getting them to acq.uleace in the 
imposition of Income tax, have not been fulfilled. , 
This was file ligp-taken hy Lord Prahcle Scott when he 
was here in the summer Iff 1937 jtni', as pointed, out In 

_i5y minutes dn 38054/37, completely ignores >the fact 
that- the -assurances 
asked for. It

reviewing the operation of income tax in Kenya, the 
Secretary of State Is unable to accept the view that 

■ there is such general widespread opposition to this 
tax as la alleged.

(fi b

f
i 86,11.58

•0^ - 
nt

jfi.fi if.

^ DCflTft

also^^oiudes a..reference to ttie ^

■"Iloyne Formula "which, as pointed tJSb in these minutes, 
•..':jneant oomethlng entirely different from^rtiat.was ' 

ailq^d by the Elected herabera, .

•-ale have n6t yet received iAe repoft of^he ' ;

Committee which was appointed to review' the jOpCbatlon ' 
of Income tax^ but we have heard 8emt-offJ.clallj^ that 
practically no a’dvantage was takeij^bf the IhvltStl^* 
to dissentients to express their views before the ;

This in itself is an Indication that the 
objections to income tax are not so widely held as 
is alleged in this letter

I do not think that any long reply Is called

were not the same aa those

^Tic/b ./lo, auJit^

' ox-eox

9 Ofv

V-V u.

•i- ■

■■3»-

--2>

All of the many papers relating to this . 
qaestloB are not available. The ■aterllal ad(0 out bale* 
irbWd, howavar,'!Appear to ba auf^lolaat oa nbleh to'- 
baaa a reply to the iioveraor'a deapateh.

Major arogaa'e first statement la that 
Lord Harleoh undertook "that If laoome tax Is to 
persist la laaya, the proper eoMerolal InteAaste 
of Konya ahall ba proteetad by Ita alisllar applloatlon 
to Oganda and TanKanylka."

iPrlor to the Introduction of Inooae tax la ■ 
Kenya aa aaauranea saa givaa to the Uaofflolala, la

ilhal.WlSon
aao ' a lottar fran Hr. Pllllnc to Lord Pransla Soett of j 

•t tint ■.
Basndbor, 19W, in the foUovinM toma:-

... -J h

>Committee.

I

for, tut Mr, Creasy jolgiit now perlxaps tHe
enclosures to Mr. Young's latter (retaining a copy of 
Mr. Rutherfoord'a letter), saying that the Secretary of 
j||te has read lt}emf tlie onoloasd nawapapsrf^Srttlngne. 
with-lnt,^,t.' l%i^|^^^.ra,iilpi^^t^ , ^ 

oJ’ the^pmiiilHifclQ^hAP^iOJtitly'bi^^

NX
i

♦r •
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.
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In a letter of the 22nd February, 1937 
the Saoretary of state wrote to Lord Prancla Scott;- 

"I have aald in public that I think income tax 
ia a aound and equitable fora of taxation. I atill 
think ao, and I think it ia one rtiich can quitenell 
be applied in Baat Africa, ^t by 
that the ratea of taxations or the allewancea, cr 

ou^t ter be the came as in 
thlw-eountry^ or even aa prepeaed in the Bill 
pabllahed-tn~kenya laat OctgBhr)"

At Ho. V on «590/37 ia regiatared the 
letter from Lord Harlech to the OOTerxtor of the 

- ^/fl/S7, from iriiich the firat of the two extracta 
. quoted in Chi a deapatch la'taken^^On 5/9/37 

Sir Coamo Parkinaon wrote to Lord Franola Scotrtr-

"The Secretary of State will not fall to give 
weight to the sleeted Hatihera' vlewa that 
income tax in Kenya ahould be followed by 
income tax in the adjoining terrltorlea.
HO change, howeTer, can now be made which would 
affect the budgeta of thoae terrltoriaa in 
1937: moreover, the enactment of Inoome tax 
in thoae terrltorlea muat depend on local 
condltiona. Their oovernmenta have undertr'-en 
to take euch atepa aa may be neceaaary to 
IHrevent evaalon of Kenya Inecme tax."

^ Lar^ Harlech made plain on many 
ooeaaiona that he regardSd the iiqpoaitton of 
Inoome tax in Uganda and Tanganyika'(aa well 
as in other ooloniea) as the most deelrable 
and equitable fora of taxation; but he waa not 
prepared to forde its liqpoaition against tlu.... 
opinions of the oovernmenta concerned. So far. 
it has not been found, practicable to Intraduee 
the tax in either Tanganyika;^r Uge^a. fSee 

am_It baa, however, be^" " , .

"undbrotood *11 along that.lf-ovaii|on tahea 
place in Kenya ,the necessary legislative dtrepa 
will be taken la,_Uganda to atop it.

On several ooeaaiona in the past 
there have been signs that ;tbe Unofficials in 
Kenya would llker#io giva a wider eonatruotlon 
'to this assuranoa than it will bear. The 
suggestion baa been made that d-^flnite 
undertaking has been given ti^t income tax 
will be introduced in Tanganyika and Uganda.

• The following extracta are taken frot^letteif 
. . in which the: h^d^Etect 'iM^ltion haa befn laid 

down. . ~

"u uA' "wg (u.
..ft/kiA' K .

Copy on 
38008/2/37: 
See minute of 
22/9/37 on
3806 V37.
flagged.

^meana follows

i
^ "Aa to income tax, I Imiew of no undertaking at

ali that lA'tbere is income tax In KedyT^here muat

■>?* • el^lar ta^ l^^da andK^nylka. I know J 
, , «k^\.the'saoreidl^^^state regards income tajT in |

principle as entirely sound, butt A8 with^o many
things in celbq^ administration, it ie not to be ’

•3»
li ,

saaumed that what fits colony X wlli"'nocesoarlly fit 
colony f.

Itl
Aa undertaking which I do know of that

if, owing to the absence of almllar legislation in 
Uganda and Tangahyik- evasion takes place in Konya, 
the noifflibourlng Oovarnmanta will certainly take 
steps to romedir that. **

PinsHyg on the 9th October 1937 air

3*'
Original os 
38008/37 
fielevant 
extract at 2 on 
38084/37.

Cosmo 
which 
A copy

of the relevant parb 6f that letter is to be found 
at 5 on 38064/37.

I t’hrlcldaon wrote a letter to the Governor from 
the second extract in the despatch is taken.

I 4

? These extracts should be included in a
list the Oovernor ladespatch 1

quota any or qll of them as he thinks fit.
ithariaed to

fc:
r-, d.-

: >'
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period Ions enough for the figures of at 
least two rears working to he aTsllahle.

7 Inform the OOTemor accordingly.

mean a
Major Orogan'a second statsmant is that

Lord Harlech "left It on record Car bis suoosssor 
assuranoe that the issue

«a disoussad
( •)t»«t he had glTen me an 

should recelTO de noTO consideration.
at considerable length what form of Court should hs

Lord Barlsoh's
28. 12 . 38.

s_ot Up to adjudicate upon the Issue." 
record of this discussion with Major Orogan la at i'M

*ibu^)Aiato -eax^ a/UUu>r< ^
J,

On the second page of that record 
the first of the two passages, quoted

3 on 3806VV3'^-
there appears 
In the despatch, from Lord Harlech’s letter to the

low

Governor 4 on that file). Informing the Oovornor 
of what was said at that dlaeusalon. , In the record

O-rJ^L SUl

, -jxxuJui^
of the discussion, however, the word "absolutely"

before the phrase "Impartial outside enquiry;" 
this word was not Included In the letter. Beyond^^U*. 
Mids phrsse "absolutely Impartial, ttttalde enquiry"

mention of how the enquiring body '

' — V

Jrp), there IS no
should be constituted; It Seema^that the term

. t» I ■-

AaY"court of Adjudication" has beeu Invented by
Major Grogan.

The assurance'/glven by Ldrd Harlech waS"

that the enquiry rtiould. take pla^sj. afte?"li^ome tax. 
"had been given s fair trial.” 
paragrsph of 1 on 38064/V37, the Governor atatea 
that he would want the facts and figures of two or

three years working of the InocHs tax, before he 
conclusion as to the desirability of

emor at

U'.

^ ft uyWsA ^

-0^

in the sixth
TLu ^ ” ’ lAC

J. -
1

yeven
could come to a
Its contHiuaabo. In the letter to ths |^v

file the Beoretery of atate wtote:- 
(last paragraph but two) ....."to examine the p(. "^1)^

>evn{/tly} ^ ^
■ Pi. ■ i

- '‘^0, 

Ck "~
IVZlo

4 oA that |4£uXju/^

^ ^estlon again by an m>artlal sutherlty af Jay the ^
tax has besn allewW »• »«>** .........
could hardly intwi* adverse 'm* thin it ,

would seem that a "fair.triil" fans beam agreed to 4

'i

is “*

UtO>'iA'
tu'cevux.

iU«UA!>(W*,-|gi. s' r
P'
gcr- - ,TS - ... :
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6(vs/.yr'Ou.^^'koA^b WviUr<«, .t»cw

6^ ^ 1y^(H. S<A^ f
WmI-o ^^

HA^c/w^

^ ^ (vt«. «;(&>^

Vi^0^ ^ U u-v^ 2®-^-fc/u,
A.VW. .I^lsxj' OMnU^'^eJjUAA^G) Hi
u,c^ la

■ 1^ aJ^ jfe/tAs t^A

^ ^ A -iv ^ “^.Aj
(\ S^ ^

/
lAA/lVV<A-/<- ,

6ui. a4<7
WjjvwJS

/U<.(W^ r^7
hvJ-, cuteu- - ni fc ‘‘S^ , 

61A lliiolMTu'^
(W^s

/n.tM».

O • —
C.W-e<

- ..ww<r ^

A-d'<5A

" i3|-' 6./aAl4*4M 7

~ ‘ to* -

^ , uwi . '§?'
6r^ '^•

ds^i^ UcJu)^ .^^rfWXAv.-W~
V

AA/- f
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:-A *
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^ r vJwvef^

.M

•)3f-
CiMUM

. V

\> ■

;, “A

iu/<t Sir Jotm aiuckborgn.
^■6;<k^ . .

r„ „ iu ^
, Ar"^ "i hoMiA

f» <A.tf?y*^ t**^*^^

I thiiir that Iho Sccrcf'.ry of St'^te 'voiku

v;iiil) i,o .jei.' this.

lu Thu pro'ioucd reply iv-o leun uraftod Ly 
Ml'. r’reeHton, v;ho of ooiirsu io in a rjood positi'n to 
jud(;e Kenya opinion 01; thin queoLion. la the ^ast 
piira^jraph it gives a fairly strong ler.d to the ' 
Governor in the direction of not anpointin,; a Lnoal 
Committee: and I think that tiilo is obvinusi.; sound. 

■Income t.ax In Kenya has undoubtedly 00:11 to st:.;',

l/nA^
<^t»/4

•=-J>
Stfi UOa^ <«**A4WtU. «*'

. ;. IW- U «
* ^ r -d ^

:■ at''*

^*A't
eu-^^y ). ^

and. -t
■ 'i.^-?=3=
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and there is no point in resuscitating a 
fi’uitless controversy.

i-

i
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K. ^4 a16—»soi wt. i6jsa—94
>»—ISO» Wl »

15,«»
40.000 38064/38

C. O.

Aff. Freeston /1/39
IX)WNlKa STREET.Hr

Mr.
JtS, January, 1939.

A.].

Sir B. Moore,

SirC.TofPi^tfuofi.

&Xl^K air.Si,J.

Permi. VS.ofS. 
Parly US.ofS. 

y^Secretary of SUtU.

I have etc. to acknowledge -v‘

the receipt of your deepatehee Eo. 088 "
' fl-JS-, -

^<^1 of the 30th of Novamher^d No. 4 .0/ the 

6thygFJanuary on the subject of'l.neene - 

tax and to coflv^ to/ou the fOlioiing^- 

ohservatlone on the various matteso^eif

DRAFT. C»-v\>v<»

" MOy. fiA'
GOVERNOR

r,
r

V

.raised.
■■•r.

* i*
S»i.- in reply to the enquicy Aa

........
second j^aragiaiph bf your earlier doepattto; 

you have my author 1^; 

pubilciy, 'if a^ when occasion’Semaiaa^v® 

that no undertaking was given by ' -

•* ;

Lord Harlech that the Introduction of
FURTHER ACTION.

Income tax Into Kenya would necessarily

he followed by Its Introduction Into

Tanganyika and Uganda. .

1 s.

^•Amh’

V r- »
•s-'- ■

-A
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ISO) Wt Iftsit—94 «$#» r/S» TA «N

C.O.
Ae re^rds Major Grogan*83.

Mr. /ftfijoj jS Of the Queetlon it appeared that
Mr.Statement to which you draw my attention

¥ llr. Morgan intended to sugeest theMr.

in the fourth and > ifth paragi'aphe of your 

Iprom Lord Harlech's record

Mr. A. J. Dawe.
setting up of an impartial outside

Sir H. Moore.
despatch^

5f> G. Tomlinson. enquiry and iny answer was framed on the
Sir J. Shuckburgh. 
Perml. U.S. of S. 
Parly. US.ofS. 
Secretary of State. .

of the interview which he accorded to
assumption that such indeed was his

Major Gro^^an on the 13th of Deceinber,
intention. You will, I am sure,^

r that no assurance was1937
recognise that the appointment of a ^

f
given “that the Issue should receive ORAFT.

tribunal to conduct such an enquiry
« • —

de novo consideration". The releyant
would he a matter outside the"bovernor'a 

^ even though Its aeope ahould
■ portion of'lhe record, which'you are at

.r*liherty to ijuote, reads as follows
he limited to Kei^^

"I said J-was Quite prepared tS .liave the 

working of income tax'In Kenya ^ainined' 

..W an ahsola^ly iupartilil outside'

’t. * »
If you arh'dS.the optplon 

-• any uaeful puiyoss Would ho

hy the appointment of a purely local 

committee to reduplldate the 

Which, I understand, have already been-

6.

se lured

:dw

enquiry after the experiment'had been given" ^ -.5>

trialjbut that no_ Secretary of Statea fair

could hind himself heforehand to accept
conducted- "bj the Standing Flzuahee

4
all and every recomjiiendation”.

Conalttee of the Xegielatlve Council,FURTHER ACTION.
In your despatch of the 5th of4.

It Will of course he within
January you refer to the reply which I gave

your powers to appoint it, though tl^e
to-a aueetlon^ Mr. E. H, Morgan, M.P. ir

rMponslhlllty for any decision.
on Deoeraher 14th, 1938. Prom the Aettns '

resulting

vfOf

• i
N^-v.



resulting from Its report wotild naturally

rest with me. Before deciding on any
if

such step, however, you will no douht

reflect whether action of thla nature

would not encroach upon the constitutional

position of the Standing Finance Cosanlttee

and tend to undermine public confidence

In its ability to discharge Its functions;

and whether,^ in present clrcumsta^^esT It

is wise to give an^ encouragement te the 

r»«spenlng o£ political controversies at 

a-time wfien the felony's Mijsrsios should 

he dwSted. mora,Jertaus ^ssues.

I Wveveto.

* ■ f ^ •.
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Government House 
Nairobi

KewYA
No. U

Kenya

January, 1959,

Sir,
1—i-haw the hwiour to draw attention 

f to my despatch No.688 of the 50th of November, 1958,
on the subject of a letter from Major Grogan 
published in the "East African Standard". In view 
of the fact that the inccaw tax question is likely 
to be raised-again in this country in the os£e 
future, I should bo grateful if an early reply 

■ could bSiSOBt In Mdor that I may be in a position 
to make an authoritative statement on the matter.

In the "Bast African Standard" of the 
24th Deoemiter, 1958, ^ statement-was published 

■ regarding a C^dstion and AnSSer in the House of ' 
Commons on Desember-^{h in reguA t8" inccai»

' in-Kenya. The* question was astod iy .Mr., R.H. Morgan 
- 7 aiA. your reply “was stated to be aS" follows^-

■I have not yef^coived a report o/the 
results of the Standing Binance Committee s 
Investlgatlwis into the qmestldn of Income Tm 

; in Benya. Wheff this report, and the. Governor's 
view8^hereon,-^iave been received -I shall be in 

■a position to consider whether any further 
' enquiry into the question is desirable, 00

present information, I can only regard the. 
proposal as premature".

2.

‘.a.

I am somewhat pussled as to the exact position and 
shall he glad if further Infoimation can be given. 
It would appear from the reply that the decision as 
to whether further enquiry into IncoDe tax is or is 
not to be made rests with you:nbut am I right in 
presuming tha,t this would onl; rfer to some enquiry

■IT

In.

DOmilE SfBBT, 
LOBOr,. S.f.l.

THE COLORIES,



v;

- 2 -

in the whole of East Africa?in regard to income tax 
Further, as you may he aware, several requests have 

the Kenya Legislative Council for theheen made in 
appointment of an 
unbiassed persons

1 ad hoc committee consisting of
to investigate the matter as 
am I again right in,,presuming 

is not meant to preclude me from 
deciding idiether or npt ter appoint such a committee?

I have the honour to be,

applied to Kenya: 
that the answer

Sir,
Your most <*edlent humble servant.

- CH1BP4«BCBKARY.
(Drafted by Sir Robert Brooke-Popham).

- ' ♦

/

i
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HoustGovernment

Nairobi
KewVA

No.
Kenya

;r BoTomber, 1958.

. o. o.Sii
the honour to inviteI have

frotaattention to the enclosed two cuttingsyour
the East African Standard, one of which is a

the other a leadingfrom Major Srogan and
the'letter, on^the subject of Income 
article is merely of interest as 

certain section of

letter 
-article on

n
TheTax.

indicating the views of a 
people In Kenye; 
aore laportant.

■ —
the letter is, in my opinion, the

0 - 3. " The letter nuiEes two statements
which I should W glad to be able ttf ^ute or 

-joonfim. f
is that your predecessor-undertook "that 

; is to persist iiTKenya, -tip P^per 
"l^erests oTK^ya shc/be protectej^ .

- -'P
. i

■statement 
if income 
eomneiiclhl

^ ny its similar application to Uganda and Tanganyika, , 
Territory". In regard to this matter ^ ha^ 
personal eorre.si^ndenoe. with your predecessor 

letter "of hi.- which is undated but which
of mine of the 17th August,

I

so»e
and
was, 7<»- In a

in answer to.a letter 
19«7, he states;-

I "There

/
StSts'^or THE oaotrass.CP3

(.

1
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undertaking to that effect .
from Sir Cosmo Parkinson, date^, theAgain, a letter

9th October, 1937, says:-
"As regards income tax generally, I 

have confined from Mr. Onnsby-Gore that he 
gave no undertaking that income tax would be 
Introduced into Uganda and Tanganyika .

It would appear', therefore, that

.’■■T
5« ■■

/
J*

3.
first: Statement is incorrect, butMajor Orogan

as I cannot quote private correspondence officially, 
' ' I should be grateful if a definite statement could 

in official correspondence which I could

-1 '•J - -

be made 
, quote if necessary.

4.- The second statement JOTicems
-intervrenn that icaj«ii*^5gan Imd with m and.-latei;^^

with youf predecessor in December, lf57. “Major 
Grogan refers to-a^tter rtiich I gave him-foT 

"^lir. Ormsby-Goi« after his interview witb»me. 
tharietter.I told Mr, Ormsby-Gore. of a suggestion 
that had been made by Lord Francis Scott and Haj^ 

the effect that the Secretary of State

ir 1

Grogan to
should leave the decision regarding the continuance 
or abolition of income tax in Kenya in my hands
and that the Secretary of State should make an

I also informed theannouncenient to this effect.
Secretary of State that I had told Lord Francis 
and Major Grogan that "I would not be prepared to 

conclusion as a result of one year'scome to any
working and I should at any rate have to have two 
years' facts and figures in front of me".

¥ 5
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According to Major Grogan your 

"left it on record for his successor 
that the issue

5.
predecessor
that he had given me an assurance

consideration". In hisshould receive de novo
letter to me of the 20thprivate and personal 

Decemher, 1957. regarding his interview with 
Ur. Ormshy-Gore points out the

impossible for him as Secretary 
delegate the ultimate responsibility 

Committee of Enquiry,

it

Major Grogan,
reasons why it was
of State to 
to a Governor or to a

composed, and that nonsuch pronouncement 
He then give^ a

of his interview with Major Grogan 
"I told him that I was

however

suggested could be made.as \[\
V' summary

PAnd, again:-
."18 I have said, I shoulOave to 

to your C«ra opinion .

c

" ^f Major Grogan's
reg^ng the -assuimnce" of de noVo eemsideratton

’uhstantially incorrect, it feems to me that
shitaipe

6.

!is s
it should be 
opportunity. If, howe'er 
correct, I 
of the terms and 
actually given.

at aofficially contradicted
, it is substantiCliy

official recordshould be glad to have an
intention of the undertaking

I have the honour to be.
Sir,

Your most obedient, humble servant.

i ■

HR ramtg uaSSHAL.*
faOVERHOH.



<bi an ad hoc Committee of Enquiry
as recently as April. The only 
course
members on the Finance Com- 

follow—and indeed

dust Jdrusn they, and especially their
TUESDAY, NOVEMBER 15, 1938.

mittee, can 
must logically and inescapably 
follow—is to make it clear that 
the Finance Committee’s Report 
cannot be signed as represent­
ing the last word, and that an 
ad hoc Committee must be 
appointed to give the whole, 
question the de novo considera­
tion officially promised to this i 
country by His Majesty's Secre­
tary of State.

We say that because the whole 
and method of the

INCOME TAX INQUIRY

A Pledge in Danger ol 
Being Forgotten

The Standing Finance Com­
mittee of the Kenya Legislative 
Council has been examining 
the controversial question of 
Income Tax as it was presented 
to the Colony m a depart­
mental analysis of the experi- 

of the first year. In con-
bKome Tu

ences
formity with a Government 
promise made to the Elected 
Members, the analysis 
prepared by the Commissioner 
of Income Tax and was pub­
lished a few months ago. The revelation of the grossly un 
Finance Committee has also reliable nature of the estimates , 

evidence from produced^ by Government and 
ipembers of, the public and the accepted by the Colony y._an 

of discussion has deen inducement to “compromise'?’
In case the figures are forgotten, 
they were—an original estimate 
of £43,000, an actual collection 
of three times that ametmt, and 
an est&nate for 1939 of £134,000. 
As a consequence the revenue 
structure »f the Budget'is being 
Sttadily di3torted,a»Very rapidly 
the Government is placiiigcu*!*' 
acknowledged. reliance on a

manner
introduction, application and 
exploitation of Income Tax has 
left a sense of frustration and 

little bitterness. The feeling 
has been strengthened by the

A COLONIAL OFFICE 
PLCDQE was

no

To th« Editor, “E. A. Standard.”
of State 

ech (then
Sir—The late Secretary 

tor ^e Colonies Lord Harl 
Mr Ormsfiy Gore) undertook that if 
Iheome Tax is To pereiat In Kenya, 
the- proper drommerclal Interest- of 
Kenya shall be protected by its 
similar application to,4Jg^da and 
Tanganyika Territory. - 

Last Deca^iet His Exrelleney the 
Governor, following an interview 
granted to Lord Fapicis Scott 
myself in the course of which wc 
pointed out that the issue of- the 
suitability of the Tax would be pre­
ferably considered judiciaUy rather 
than by an electoral dog fight, en­
trusted me with a letter to the Sec­
retary of State (Lord Harlech).

■ The Secretary of gave me a
full opportunity to point out the 
manltoM objecUons to the parti- 
c;dar tax un^a Xast- African condi­
tions and left .lt on Tecord for .bis 
suee^^or that he had-given'me gn 
npawrnnrr that the issue should re­
ceive de novo coDsidec^^. 
discussed, at considerawP 
wmat fdf»n of Court could be set up 
tb adjudicate upon the issue.

Inceme Tax has hot been applied 
to Uganda or Tanganyika Territory 
so we must presume that the Colo­
nial Office is waiting for a sugges­
tion aa to what form such C-dhrt of 
AaiuAcation'^ould take. The 
Standing Ftnance CommlHer is 
hoWng some sort of enquiry into 
the matter, but It is improbable that 
Uganda and Tanganyika Territory 
would knowingly entrust their fiscal 
policy to’ the ipse dixit of this Body.

The double assurance of the Sec­
retory of State (1) that if Kenya has 
it Uganda and Tanganyika Territory 
should have it and (2) that the issue 
shall be the subject of de tioro 
slderation can obviously only be im­
plemented by the appointment of an 
ad hoc Committee of the three Terri­
tories, and that before the whoU; 
issue is irremediably prejudiced by 
the trend of Kenya budgeting.

Yours etc..
EWAKT S. GROGAN.

taken - some

range 
wide.

. In order, therefore, that there 
mistaite. doubt.may be no 

error, assumption'x)r misappre­
hension whatsoever regarding 
the real scope and status ol the 
Finance Cothmittee's examina- 

feW figures, thetion of- a
EoM. African StontfaxS desire.s 
to remind the Finance Com- 
mitteenand the UovemmenCMd :J.orro of taxation 
p«,pl*.o-f Kenya.genaMHy,:« PlhctaBtlii atcept^T pract.cally 
the SecretaTy'of State for the as a nominal or token.<'qgtribu--| 
Colonlas »s ', given an impflr- tion ii the nameW pOtltlcai 

peace, that the wWlle issue will 
soon be completely prejydke^^ 
by th^ 4j|iange in the ,8*i<jget 

But apart-from thub^agA-many 
other points^ the Eost Africah 
Sandard wiahea to remind the 
Government That it has inherit- 
ed » legacy of suspiaipfT frofii 
the history of this .controversy. 
Any attempt or desire now_fC

ide the iull satisfaction of the
Secretary of State’s clear pledge 

the people will be at 
, and justifiably, regarded as 
unhappy confirmation of the 
regrettable public mistrust of 
official honesty and i&ir and 
impartial dealing to which the

tant pledge on this subject 
The circumstances in-..which it 
was given to an emissary ^he 
Elect^ Members ofnhe Legis- 
latu^ are 
unequivocally 
addressed to u^ tfpday by the 

whom it was given.

length

set out clearly and 
in a letter.

-4man to 
Major E. S. Grogan.

In April last aU the Elected 
Members supported in the Legis­
lative Council a motion which 
asked for the appointment of an 
ad hoc Committee to enquire 
fully into every aspect of In­
come Tax. The Government 
refused to accept the proposal, 
preferring an earlier suggestion 
that the figures should be 
referred to th.e Finance Com­
mittee. But the Financial Sec­
retary made it quite clear that 
while the Finance Committee 
would report upon the conclu­
sions to be drawn from the 
departmental analysis, “Jl sny 
member of that Commit^ 
dra«< the conclusion that iomc 
further enquiry is necessaiy he 

i^ord and make his
recommendations on the subject 
and they wUl be considered by 
the Government." The Pinan- 
eial Secretary indeed described 
the Income Tax Commissioner’s

once.

Nairobi,
November 14. 1938.

can so
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COPY.
panda Ullla»

p.O. liakuyu,
Kenya Colony. 

4th November, 1936.

Dear Mr. Young,
Ur. George 

interview on
eitwit with regard to the applloatlon

In 1921 Inooma- Tax waa imposed against the wishes 
of the oount.^ and was tUcen off when quickly found

Varren has told me that you gave him an
the subject of Kenya Colony and to a special 

orf Income Tax to'the

^ Colony.

unsui-tabie.
■In 1933 an attempt was again made to force it on the
but after protests from the whole country^ thecolony

-secretary"of State ceased to *resB
After these two abortiv^ attempts to force tlwCtax-an 

ide-in I9^1n spite Qf_,tlg;unanlni>jl»s- .^'-attempt was ^
protests of the European SJeo^d J^bers.

Than some of the Elected iiegibe^r’capltulated and some' V 
followed in-spite-of theiR.*IeotlOB proMses"W tJw ^others

- The tax itself is a levy oh worklBlgjpapital, as the 
loading article in the East African Standard date** October 
28th last so aptly puts it^ since the country under the 
present regime is not attractive to outside capital.

The Act and the administration of it is* unjast. 
of the loans in the provisions of their issue were expressly 
exen»ted from Kshy* Inooms Tax, but others wers not.

When this was noticed the Governor by proclamation 
published in the Oasette, i^mptly exempted them in spite o^ 
the fact that income earned J^n. aoemlng in Kenya, was 
specified for Inoome-tax with interest actually mentioned.

• interest on private loads hold Jiy people outside the country 
is teucsd, but not on public loans.

contrary.

Somd

To
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of Income tax, myto our own particular caseTo come
In 1936profit for the period 1930-1936.

£6,000, which was used largely to
company male no 
we made a profit of 
pay off previous

some

debts and long needed equipment.
Qovernor-ln-Oounoll under Section 90We applied to the 

of the Act for exemption of payment of tax as being a case 
refused and no reasons given.This was 

When asked for reasons we were
of hardship.

told It was not the'

- ouBtom of the Oovemor-ln-Council to give reasons.^
” of the date of pa^nt,- 

of income Tax replied
When a^ked-for a postponement

23rd septeniber last - the commisBioner 
■TjnleBS it was paid by that date SOJt would-be added". thuB

appeal to tEfi Committee under"dei»lvlng uB ef our right to 
'section 8^.r»

the committee of tfim-- . I might add that I
^ -thln^.^h not ^*»*0,...^-

popiflarlty.'
*-•- -.T'

Thifci^ trouble is the Overhe^dB are too * .
llttir"j tJtotryv CW^Bonal-aoVeWinwir**-hfgh foS^BUOh a

emdumentB alone mereTin 1_9» £1,184^663. (OorejSuwjteBtae 
Book,- 1936, p.’ 155). This in a o^tfy a population

of aoBB 13,006 SUropeans 
bo added many allowances.

in 1936 the Pirn 
of £60,000, but the 

expenditure of £119,122.

- I believe the expenditure this year

v».;

and ^',000 tiaiane. To 'tttlB must 
1937 were £19a,fe00.Pensions in

Commission recommended meagre savings - 
19.37 estlnates sanctioned anlBerease itt

'4

is still further

increased.
feeling of others Is-that tfie

chief object of,tli». |
and thejly feeling

BafeguardHig.of Qovemment oaJarleB te the

■f. ;

(^orerisnento
south Africa attained self goverlssent, largo

reductions

When



In OovePiunent staff, and I think this is 
If the white settlers had any 

of their own money.

were madereductions 
feared hy this Government

control of the expenditure
small minority 

will not put up for
the Elected Kemhers are aAt present 

, control and many good menwith no
hecome merely ciphers.Legislative Council to

Certain Labour Keuibers and others are
the relations between the settlers and

fond of

contending that
exploit the natives. ^

good friend of ours, and •

bad and that we 
air Edward Orlgg, always a 

fairmind^, said just on departure 
countries, but he had not been in one

natives are

that he had been in many 
whore jnixed_ races got

on better together.
Btf'Mtive.need work fof a w^ia^ unless he

cajOgave at the ej^of his month unless has 
,• wSffcntrrct is aulte vcSlunlary*- The ba^ ■--Any fatlva 

* a bontract
oaiployer cannot get labour. » ^

I Uvi^n the principal eisai-produolng^Btr^t,
plantations, each ampfS^ing about..-v

nearest -l^lce ■■

>■

containing about a dozen 
Uy heusd is 
Vie do not lock our

about 15 miles from the 
doors and wl

500 B»n. #o
ws at night, 

and as far as I
Station.

Vie have voiTT few 
know, conditions on the

of Police cases.uri

other estates are similar.
in recent years, but 

recommendations, even, when
We have had many Commissions

they are useless, because their 
good, are not acted upon.

About nine years ago the country had the advantage
of the advice of Sir Daniel Hall, especially with reg^ard to

His ddvlce
treatment of erosion In the Wakaiiba Reserve, 

was neglected until recently in spite of continued pressure 
Lately destocking of the Reserve was

started

the

by the eettlera.



started by the Qovemment, but it was done In such a manner 
create trouble and resentment in this quiet docile 

tribe culminating in'a sit down strike of some 3,000 of them
as to

Just outside Nairobi.
The settlers in

consider they had Justification, 
reverse their policy, which is only better than continued 
injustice.

their district, who know them well. 
The oovemment has had to

to be aThe Government of the country seems to me
We, who.have considerable experience andcomplete anomaly.

Imowledge of the” country,.have no control of taxation or
expenditurg. In fact we live under a complete dictatorship.
We .ere said to be governed by Parliament, but are aotuany

senior officials "r.

- —

gbvemed by the Colonial Office and a few
. ThesB senior offioials are frscjhently changing, as-they 

these positions, not long before rwWPSraent or 
ETomotiQB. -^hls .Results i^^^t unfd^tun^ consequences 

■ to^the'Vouhtry.-

here
r"

usually attain

.5_-.

Though 1-do not possess any knowledj^ Qf Jaijg^a, th
— ^ -- 

-trouble there cause jpe naSBUrprise,.-. -=• .
taken tne liberty of writing you a veryP have now

l.ong letter. Uy oiKlwo is the iniusual fbot of | ite^er^ 
Parliament taking a kindly interest in this country and the
fact that after thirty-four^yei ' vofk and experience of
the country I fiave never felt so depressed about its
conditions.

With many thanks for yo\ir interest.
Yours faithfully,

(qgd.)_E.D. HUTHSHPOOBB..'

I am enclosing soms'recent loading articles from the 
East Afrlota, which, I think, reflect thoughtful opinion 
in this country.

■a.»
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SUMMARY OF REPORT

£43,600
1,300

OROmANCB EvmiATBD TO PrODUCK 
Eothiatkd NtntBEB or Taxpaybrs

7,470
e,9S61 Return Forms Issued

„ Ret\imed or under Coirespondw***'
„ „ Not Returned ............................

Estimated Number in Future .. 
AiMOBsmento—Number Made 
Estimated Number of Persons Paying
ObjeotioDS Lodged............................
Objections Settled............................
Total Tax Assessed, less Repaid—

482
4,000
2.278
4.000the Tax

191
163
TPercent

.’99-6 03,943Europeans 
Asians .. 
Others ..

9,0228-7
6800-7

£103,646

£
61-4 63.622
SSr 40.023 

.. * 2;298
............ •• ••

- Non-ieaidente............................ - •
Repayment Claixns-Cash Paid ..
Tax Doe-and Unpaid—Niunber of Aaae^ew?n

Future Yield—

233d Amaunts .. 19
Flimnoial 

Year—Cash
^ihmted

„ Tax Assessed for Yete"T637..
1988..

•••SA
£'■•'‘ISs)- 

_ .. 110,000 
.. 110.000

102.600 . 
laiiAoo

■ sToai ' - ‘
-r.-.-MOt -■
.. ..£8.190

^^MtTcc
• i;-

Kjtion__Administraricm .. •
- - Porwitage or Yield

—To Taxpayers
■■ "

• rS ,a . «■:: ^
(h

Ji

. ■>
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REPORT ON THE OPERATION OF THE INCOME TAX 
ORDINANCE 19J7

On the 22nd November, 1937. the Hon Colonial Secretary 
gave an assurance in Legislative Council that when Income Tax 
statistics relative to the yield, incidence and the cost of collec­
tion of the tax. etc., were available, they should be referred to 
the Standing Finance Committee for consideration

SCOPE
deals with all facts relating to the assessments raised1. The report

for the year 1937 up to 30th June. 1938. It should be clearly understood 
that the assessments for 1937 are not yet completed but the report may be 
taken to cover about 90 per cent of the liabilities.

OBJECT
2. The lengthy debates in Legislatire Council, letters in the Press.,and 

discussion in various'Xhambers Of Commerce atul,Jrade have brought forth 
many objections t6' the tax. although little evidence has'.B^IPSyailable to 
show'upon what facts these objections can be s^tained Thrs report wrll set 
out Ae-factsilating to the aagSOjent and crjllemiousSf duty, and any optntOTS 

.whiefT nave'Seen fflrmerQreSrT close-wntact with the operatron 
Ordinance'and with persons actually paying the tax'duKng the past jear 
It will tSen suggest the conclusions which may be^rawn from the facts atrrl- 
opinionS for consideration by the CommittK.

THE ORDlNANeE—ESTlMATED
3. The Ortfinance was drafted with the intention of raising a Revenue- 

or£43.500 and it was estimated tljat the’ number of individual Qxpayets would 
number approximately 900. of whom aboift fihy would_ be Asians, jfd in 
addition there would be about 400 companies. The yield from the eeapan
was put at £24,000. It was estimated that the cost-sf collection to Govern- 
raent would add £3.000 to the -xpenditufe of the Revenue Offitw-although 
it was stated later that the cost lulu be higher in view of the amendments 
which were made in Select Committee.

4. The Ordinance charged all incomes accruing in, derived from or 
received in the Colony and it was anticipated that a proportion of the yield 
would come from non-residents who had previously made no contribution 
towards the revenue of the Colony.

ies

I
IfellTlALWORK ^

S. Owing to the delay in the passage of the Bill which look el!ect___ 
frem the 1st January. 1937. no work was done until early in July when all 
forms had to be drafted, sulf organized and a complete office system inaugu-^ 
rated. The initial issue of Return Forms was made on the 18th August. 
1937, but it was hot untU the 20th September that the first assessment was 
made. The work has besajitoductive for just over nine months up to the 
30th Juneri53S “d >f *'■1 •* appreciated Sat it should have commenced 
albout eight months earlier.
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32»
NOTICES OF OBJECTION

raised Notices of Objection have beenISSUE OF RETURN FORMS %
issued after an examination of the Graduated 10. Against the Assessments 

Riven in 191 cases, of which 153 have been settled by agreement and 38 were 
outstanding at the 30th June. 1938. A rough analysis of the grounds of 
objection has been made to show: — ____ _______________ _

6 Return Forms were u- c v .
PoU Tax records available in the Revenue Office from which lists were

ororaduated Poll Tax a large number of Returns which were issued were 
bound to show no liability. Owing to the extreme pre^re of work at tha 

olds of the number of forms issued and returned were kept

Out-SettledNumberCavbb or'Ob. BtBnding

lime no exact rcc 
but reasonably accurate figures are: — 1. ABaBSSKBBT EXCBSSIV*, Dtl* TO—

(o) ProviatMial AaBeaament ..
(b) Error in TwEpeyer’s Return • .
(c) Error in Office
(d) D

only
(e) Other Cousee 

I.-Undkb AsSBaSHSMT

181106.370Issued to individuals 
Issued to companies, etc.

t6S84
116171.100 of Annual Value of 8020

18^4763
Total 7.470

78
00lai o-piis S8ExcepT in cases where correspondence is still taking plac^all Return 

Forms have been returned with the exssption of 482 in which sped^ “

cleared.

Noh^ Objection is not allowed the Cocimissioner is
nd the taxpayerli. Where a

required to givtWotice of Refusal to amend the As 
has the right mappeal to a Local Committee or Judge, .Up to the 3^ June. 
1938. such a Notice has been issued'in one case and one other case only is _ 
known in which such procedure may be necessary.Of the Returns which have becD received approximately 1.500 have 

been marked as clearly exempt from tax. leaving: —
Individuals 
Companies, etc.

, 7.
analysis OF .^ESSSffeNTS AND YIELD '

12. A statoical system was put into .op^o” B?il^ - 1
’ the Duroose of this Repoit.'but to provide tellable data from which Budget

------TBbreneeJo:— '

.4.874*
liQ2l

195 registered as 
viW be taken to .

5.8'

igaHs'
drawing rents ordoan interest from the Colony andof whom-no information 
hasyetbeeiPobtained, .. -, __

_ ■ (a) ifocc—E-uropean. Asian or Otb^
' wa^s-iniv'idnTcXany or atier (A«p»o«.. Chtbs.

■■ ^ etc.). ^ ’ ___
\3^rade Croup-tMaSCfaeturi. DistrihiUidn. G^v^rmnen^- 

Officials. Agriculture, etc^. . '

■■A

difficulwajisc^ in the classification (c>. but m <a) and O) in exact division 
is not aiw^s^jossible a the case o1 companies. _Wheg: a ^pany 
has mixed races it has been classed as European. CTeficrally sportca^co^± .rsfz s rrzss rs;
abroad when it has been iScliu. as non-resident. In class (d) inany 
have income within several groups. The principle adopted has been to 
cSssify by reference to the principal trade or occupation of the person, 
necessarily by reference to the source from which the largest amount 
income is derived. For example, a coffee planter making Uttle or no proht 
but with an investment income of £1.000 a year has been ^ssiffed undCT 
ARrwiiltiire--Coffee. but an employee with a salary of £1.000 a year who 

. hu a enshii coffee plantation in which he does not take an active interest has 
bMU d|^iM as an-Employee.

* ' * 13;’Having cmnplcied*^ie above ctessification the mdiridSH income
' of each person has been further subdivided into the following groups:— “

(a) Agriculture.
(W Employments.
<c) Trades. Professions, etc.
(d) Rents. ‘N _
(e) Annual Value of Property Occupiar"
(/) Dividends and Interest.
(f) Other Income.
(W Income from Abroad.

ASSESSMENTS MADE
8. Upon examination of the completed Return Forms any appreciable 

ditferciices between the amount of the Return and the probable liability have 
been discussed with the taxpayer wherever possible with a view to reaching 
agreement as to the exact liability Owing to the provisions under wl^h 
four years’ losses can be carried forward the amount of work involved has 
been considerable, parovdarly in Ihc case of large limited compotes, and 
there are still a number of cases in which there is clearly no liablliV up to 
^te on this basis where no action has yet been taken. Where the liability 
has been agreed or the differences arc small an asscssnienl has been raised

not

•1 -V.

and a Notice of Assessinentnssued
9 fn the period up to the 30ih June. 1938. the number of cases 

entered in the Asse.ssmcni Book totalled 2,189. In addition there were 89 
cases where there was a liahilijy to tax but as the amount of tax suffered.,Iqt 
dMISltisir from dividends.-elc., was in excess of the liability the lumes 
not entered but they have been included for tjie tmrfwst iff Otis rogrt. The 
total nniSer of cases, therefore, which can be regarded as ^Me"a«ess- 
wBuir is 2.278. In adaifion Ihcre are a large number of ngn-restdenl 
SStnaiiTn receipt of dintfenSs flroitl corojSSiies wtb piy directly to the 
iCTCnST the estimated number being 1.800. It will be seen, therefore, that 
approximately' 4.000 peraons are contributing to the fcvcnufi tof the Cojony 
ttffOufth IRTmeanim A Inc^e Tax.

■ -'M
'1

X
J

/.»

... J■Jr.
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of granting Personal Allowances, and ReliefThe nmounls allowed as deductions for Losses

similarly extracted together with the details of the 
the various rates and the set off in respect

races, etc., can be 
determine, if necessary, the cost 
in respect of Losses.

Allowances, have been 
amounts of the income charged at

dividends, etc.
♦

TAX DEDUCTED FROM INTERESTof tax paid at source on

paying
ac^unt for it to the revenue Tax amounting to £2.280 has ^n <l«iuct^ 
from 992 such payments for 1937 and the cash paid over and brought to 
amount. As it has not been possible to allocate this small amount to the 
various classes it has been added in in one total in ascertaining Ihe yield.

classifications it has been possible to bring out
in summary form complete statements of the ,>n>:id“ce ^
races, residents or non-residents, companies or individuals, and 
bunien to each industry or occupation with reasonable accuracy. For 
mstance where a coffee planter derives £500 a year from his planution and 
has £500 from another source the tax he pays can divided 
the two sources. In this way the tax borne by coffee planters on their toul 
incomes can be computed and secondly Ihe approximate amount which cm 

„ be regarded as paid out of coffee profits alone. All the statements must be 
qualified in the following respects; —

(ai-A number of the assessments are 
may be adjusted on appeal.

(fr)The whole of the dutr^sscssed is not yet due for payment 
(ct Further assessments will probably increase the yield by ^ 

several thousand pdunds after allowing for reductions on 
appeals.

(rflThe allocation between races and residents and non- 
residents is not ewicl in the case of companteTbut the 
total allocated to Asians and non-residents represents the 
minimmn only. . ‘ ^

(p) No adjustment has been made for the set off in.rtspect of 
JtolFTax paid by individuals amounting to approximately 
n.500. This allowrnce is granted upon pajment of the 
duly an5 is not ii^orporated in the aSsessmenC

■ 15. ‘Schedulgs are attached as follow^—
lA. whicivsets out in full detail the various sources of 

mcojne! deductions for Interest. Losses, Pertbii^ Anowances'- 
and the amounts charged lit the various rates. It has been 

' arranged topshow separate lotals-for t^tax paid^: —
■'*’ (fl) All persons. v r ^

- (b) Residents and non-residents;
<c) Europeans. Asians and Others; 
id) Individuals. Clubs, Associations, etc.; and Com­

panies.
In, divides the assessments into residence and status and 

shows ibc average income, lax. and rate per cent for each. 
Theiigures i’Jie shown separately for Europeans and for Asians 
and Others.

SUMMARY OF ASSESSMENTS AND YIELD 
18. A general summary is as follows: —

£
2.4l9.H9a

Tfyntc Inoombh A»hb8»ei) 
LeM AixoyANCBa fob - 

Personal •.
Wife ..........................

- Ghildi*!)..-..
Dependents
Life AfflUfftno© jg.
Pension Funds, etc.

£not yet finally agreed and fta6.4m.
isi.ieH
90.350
22.365
61,123
12.587

1.003,686

1,416,132£
CHABOBABLB llfCOHE

£

£ '^13,425

*»8.418

- ::
^ Poll Tax S.5t Ofl,>p|^iniately ■ '

a4^i Tox Ueduct4«fl from Inter^-at

Tf*T4J»-VlBl.P TU. 3Utb, 1»3«_ ....

19. Tax assessed on Races, including Poll Tax : -

^ Fw^ntage£
90-603.943

9.022
:2.IS6

£112
Kuroueana £96,129 Lmx 

£9,134 H 7
Aaiara
Othem

0-7610)£680
£i 103,645 1(K)

20. Tax assessed on residents and non-residents, including Poll Tax: - -
Ftrcenfagt 

61-4

2a. sets out the same details appearing in U, but has been 
rearranged to show the totals for all persons classified in each 

. trade group,
2d. is a more convenient summary of the trade groups 

with tha addhion of averages for income.- and tax paid, and 
an approximate allocation of the tax paid in each trade groujf 
to the actual trade profits returned iwrsons. classified in

£
63,622
40,023

I £64,997 FUvpaymeiit** £h3M
a^.950 38-6

lUO£ 103,646

REPAYMENTS
21 Out of ihe total yield recovered by assessment there falls to-fee 

deducted the amounts repaid for tax deducted from mortgage and detantnre 
interest and dividends representing the excessive tax suffered by an mdtvriual 
over and above his actual liability to revenue. As the amounts involved are 
comparatively small, little would be gained by a classification to Trade 
proupa.

that group.
3. sets out an^analysis df Incdrocs within particular limits 

by reference to residence and status and is divided 
It also shows the distribution of incomes througiiout the Colony

racM. 1-
4 »

•Nore.—The Schedules published show main trade classillcotions only, in oyder to 
maintain secrecy.
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6 CASH POSITION

up IP '3fth'jui^93“‘'!^ « u™ “""P ""™r'pl‘’yn^I™'F«'^
■,irr»;“cSi"V9S

YEAR OF A88E88MEjrr. 1937 ______________

the tax assessed
ANALYSIS OF REPAYMENTS *

claims dealt with in the peri'll to 30th June. 1938. ‘ 1 *22- 1 )k repayment 
were as follows;

IAaiana.EuropciuiB £etc. 68.880
S S ,n r^n. M„Ftaaae .n,l

Intereat
££££RKPAin TO RKMinKNTS 

IntiiviiluaiN liopaiii i»i 
Inromf under tia.SO 
IntN.in. iia.Sl Oi £5<K»
Inromit £6I>1 ami Ovor
Kj>P'‘“1

at CfTit** 5(1

2.286
7232 6).160 

2.268869
78318 Leii Repayment Voviohera Iiwued 

..Taali on Account of 1937 Aiww«ment
2411 .£[ 68.86243M-pHIll 

s, t Of! ->f Poll Tax 
K.-tliirtiori- m A-woH-mciiM

14164
22 account of 1938 year of assessment have been omitted.AU payments on

1.358. 1091.249 ESTIMATED FUTURE YIELDS
16 The statistics which have been prepared provids-valuable udonna- ^

tnent 1938 has^lready been made bjt invrting representative ^sines*s w^n 
(hTvarious groups to submit advance estimates of their profits made Witon

* Ifhh ahd asfUrnmi^fiWions tn^e Colony are no worse iJl^y

mm ' --
' Year of assessment (938 O

assessment 1939 ^£U5WW
-27 Thc'-cash^ld witltm tBiTlHiancial year mil differ fiom thtsB— ^

figures for of the-tax is taarrear and as already publish^
, thecash received in 1933 was £l8.163 only..

\b) The lax is now payable in two instafmenta- ’ .
28. Special reference is made to the inslalnjent syst™. Apart '™“ 2^

the relief to Uxpayers the arount ot tte tax due for -
March wiU be Itnown to 0 ea’ prSvious and at the time the Bud^
Estimate is made. In the event of uade fluctuations an average of two yeara
profits waiprovid*4hetax.lor the tomcial year.

29. The cash yield for Jhe calendar years 1938 and 1939 may be
estimated at:— -* -------------------- -

22

l.360‘' t.SWH)91.251

N-.ft rfAitlfiil' H-ifrtfi '»t Sit I Rftt4> 
IiiilivnltmU

6602668 within273272

9339333930

66KijiHitl ('li«ril> K-IfI 
Total iHt

2.2982.18H ■ 112

60iKt-rpuNTtfiifH mnl Prtytn.tfHa in Krror (nut AffcctuiR YieTd)
2,378£

• ^
payment'OP-THE-TAX ^ . ■

23 The Ordinance allows a period three luomhs beferft the duty, 
becomes due for payment, after which penalty of 20 per cent iS.automati^i 
added, although provision- is medh for the, remission of afl or |»rt of The 

- . penalty itKcascs of hard^ip or where there is reasonable^u« for non­
payment As a m*alter oTcopftesy rennnders are aaauctj a feW days before 
the due dates'^iih the object of saving thflaxpayer the aimoyance.he would 
naturally feel if the fiability had been overlooked after a period of nearly three 
months. Payments hayc_^ep made with remaykable ptomptiwde. Up trr 
date penalties have been incurred in only.twenlyseven cases and against this 
many assessments have been paid well in advance of the due date, ft was 
■ipprecialed quite early that the imposition of the full 20 per cent penalty 
noufd be inequitable and IS per cent of it has been remitted automatically 
where payment has Been made within fourlecn dajis of the service of a 
demand note Only twn lascs have arisen in which there Was any element 
.oyiardship and in these ample lime has been allowed for payment without 
pcnaliQ(.

f

16361938

(1636) 110.000 
(1038) 10.OOQ,

C
- 24 At the 30th oL June. 1?3S, fiineteeiHj^ carrying duty of £233 

which wereKue and payable were unpaid, ilhe'reasons for non-payment 
being: —

106.000 
4 7.000

1937 ..Tax A*w«l for the Yoar of A 
/a«. 'rr

Wirat Instalment of Yew: of Aawwnent 1688 (for *»«» .
^ ments which can be oompie»ted by the 30th September)

Add Tax Deduotpd from Mortgage Intcoest. eto.

IrflM Bepaymenta and PoU Tax ■ -

EarmATTO Cabh Ymu> -

•*
05.000 

1036) 40.000

•«8(000

15,000
Numba> Amount r - 3,500

3 32 108.WI>OinOIld NoU- TT l~:_rer.rTaxpayer Removed—Addrew Unknown .. 
Per^ Out of the Colony on Leave .. 
Pnrinnrnil Persons—‘Awaiting Probate ' 
Finmoial Dinioulty—Colleotion Hold Over

I1 10 #3bo
12 161 4,0004,000-y2 28

a « 1 14 134.500. .V. £ 103,500

10 4038
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COST OF COLLECTION 1 AXPAYERS 
36 While no fads are availabic lo show ihc cost to individual tax­

payers. reference is made at this stage of the report to the opi"'™ 8“'"^
E^om discussions with taxpayers and the exam,natron of 'he't 
appreciable cost is Involved except in the case of traders and 
m^n where accounts are required for the P"'T>°>'
The number of accounts which have been submitted has exceeded all expecta­
tions and there ,s a cons.derabie weight of evidence to show that the intr^ 
duction of Income Tax has not necessitated any subsUnual increa^ m the 
number of accounts which ate made up annually. While every effort has
rntade to toll the amount of evidence required from 'nchWduai Uxpayers
especially where there is good reason to assume that no liability arises, there 
haT^n a number of cases where the preparation of the figures has involve 
a considerable amount of time and expense, particularly where loss claams 
arise. The number of- trades and professions liable to the « «8 ^ if 
ie additional cost amounted to as milch as an average of £5 ^r annuin a ^ 
figure which U probably on the high side, the total cort-would be £3,m 
O^Ae other hand, it'jnust he remembered that the work involved in tte 
initial year is considerably more than it will be in futim 
calculation of ffle liability will be a much simpler proceeding. Further, it is 
considered that taxpayers Who have not previously kept satisfactory accounts.

value in the eonduct of the trade or busmess whether,.

The first instalment figures depend on the numbt* of assessments 
which can be dealt with in the office before the 30th SeiSember so as to 
become due for payment before the 31st December.

COST OF COLLECTION—ADMINISTRATION 
,10. The costs involved must be divided into the cost to the Govern­

ment in administration and the cost to the taxpayer in the preparation of his 
returns.

31. The tax is administered by a Section of the Inland Revenue Office 
in which the whole of the staff are employed fuU time with the exception 
of the Deputy Commissioner who also takes charge of the other revenues, and 
duties controlled or collected by the office. It is. therefore, possible to give 
actual costs with reasonable accuracy. For this purpose the salaries and 

e- other emoluments payable for the year 1938 have been given as they take 
into account increments during Ihc year and give a-full year’s costs to be ^ 
taken against lbe"nino»months full-working of the Ordinance. In order that 

-the maximum cost may be determined, particulars are given of gi hidden 
emoluments, in addition to the partitailars which appear in the Colony’s 
Financial Statements. The figures are:— , '

T-

'A - —
£

6.520I’lTsoiiftl Kmoluini'iil* - -
Ro3^ mi'i Misfi'lliiii'inis CharReB 182 will appreciate their 

they have to submit them for Income Tax purposes or not.(a) Total .^.702
222(fc) House Allowatjoes 

(c) Passages 
(/i^) Pensions 
(f) Provident

4»0 '^THE ORDfNANCE IN Pf^CTlCE 
37 A brief reference is necessary regarding the-prt^l working of^ , 

the Ordinance. The Ordinance was based, oi^ Model for the Crown 
CBlOniee *^ is desbe^tafcto" the original^ 1 Ordinance after temg 

- “^tijg^ied’to'sevcJe^riti^nis^d passfl^ig through the handspf ,9elpB* Gem- , 
BUtt^ Before it was put into operation copsitj^ble dSanbts were txpnssea 
as to whether^it would be workable. . Actual 4ifcpericnce has shown thatTIs 
provisions have been quite well chosen and what might bgWflped its special 
sections, such as ^o*»eferTing to fanning and pcrti^nem and scmi-pcrmaiv ^ ^ 

. can"^-^ interpreted tD provide a very fairjpeans of asecrtainiar**

100 r*-
Fund

• 7.689Total.
238(/) Printing -and Sta^

■ - * Tcmil. ^

iBl.lfcl.td) ami <<■) represent the esriimildexpoiiditiire for 1?38. (cl hr 
Ihe average for four years 1938-1941. (/I has been estimatel by the Govern-, 
meiit.PI11Ttdr and it intiudes considerable initial, exfKnJilure onSles-of a 
sami-permajienl nature. The'figure is a maximum one. ^

32: Nothing has been inchided fwthe rent. cIc.T qf the olfiees, for 
which no reliable figures can be obtained and if the tax were aboTisBed little . - “
saving would be apparent

33. On the basis of the yield shown in this report the maxinuml.cost 
of administration may be taken at 7.5 per cent of the revenue obtained.

34. In considering the cost of collection it is necessary to bear in mind 
what would be the cosh of some other form of taxation which would replace 
the substantial revenue garfiiid from this tax.

"S' 35. As regaids foture years, there is no reason to anticipate any
substantial increase. It must be home in mind, however, that a high propor­
tion of the staff arc employed almflsUarthe miilifflbm of their salary scale 
and that increments will be due year byyear, ’libb-staff requirements were 
based on the original estimate-of liable persons and-S these have proved to 
tie much ■greater the volume of work has increased in pfo^rtion. The office.^
■■■nrir-ir.nl p—about six months in airear and a considerable amount of 
investigation wUl be required to trace up liabilities at preiea|^known,^^ery 
effort will be made to plan ib^work ‘so that arrears may be ‘overtaken 
grtidiibny over the period of .the next two or three years in order to keep 
expendituie d6wn. byis'it ■txevident that a small additional expenditure will 
be rdiiuired to- hilpreve rfie gmding rather than the number of staff. ’This 
should be fully repaid by increased revenue. ^

7.a27

ent crops
the particular profits which are liable to assessment.

38. Thsru is no doubt (hat a number of amendments will be i^ssaiy 
later on in' the light of the experience which has beciFgained. es|^ially to 
reffieve any hardship or inequality which was not .anticipated when the tax ^

introduced. No special.recommendations are made on this, subject for
the time being. After (he '.
whatever evidence it reqllircs. steps can be taken lo put forward suitable 
amendments in due course. 11 will also be possible to decide lo what extent 
any objections which may arise can be remedied by an amendment of the law.

was
imi tee has had full opportunity of hearing

REiv\T10NS WITH THE PUBLIC
39. The Committee may wish to consider to what extent the tak can 

he administered without friction between officials and the public. There is 
no doubs-Ilut if hifihandjpquisiloftai methods were requiredJhey would 
want to rake this into considcratioB. A Smooth and efficient administration 
depends largely on the goodwill of- die persons paying the tax and it Ts 
Ratifying to record that on eveiy side there has been a measure of co­
operation which has exceeded expectations In most cases the reqtiiirenienTs 
of the Ordinanee have been fulfilled prompdy and efficiently, returns have 
been completed accuratbly and liabilites agt^ with comparative ease. As 
more knowledge is acquired by the public the completion of returns should 
in many cases be reduced to a matter of,routine.

-sia

k- .

,v<
V

^ *
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10 47. As far as possible the report has been confined to a statement of 
facts and figures for the information of Standing Finance Committee. No 
personal opinion has been espressed as it is considered that at the present 
stage the officer administering the Ordinance should maintain an open mind 
on the whole question.

SECRECY
pressed during the discussion oi^he Bill as to 

the information supplied40. Doubts were c\

kept under IcK'k and key and there is no reason to suppose that any leakage 
whal.sixrver can lake place.

PERSONAL NOTE
48 In submitting this report may I place on record my appreciation 

of the work carried out by the staff of the Income Tax Section during the 
year. In the face of continual pressure of work they have had to acquire a 
knowledge of an intricate taxation system so as to be able to explain it clearly 
and patiently by correspondence or at interviews with numerous callers at 
the office. It is pleasing to be able to record that I have heard nothing but 
praise for the manner in which they have attended to the requirements of 
the public The work is specialized even when it is of a routipf nature and 
at times of pressure it becomes particularly

t

YIELD VERSUS ESTIMATE
41 Some explanation is required of the large difference between the

the cslimalc. No reliable evidence of these profits was available when the 
Bill was drafted and with the amount of tax which has been paid by non­
residents; the allowance in respect of losses; and the comparalrvely scanty 
information avaffable in the tiradualcd Poll Tax returns, the ultimate result 
IS nW surprising

onerous.

49 I should aho like to pay a tribute to Mr. W. H. Ntoran. who has 
worked many hours of overtime to inabic the statistics in this report to _ 
be prepared on the Hpllerilh system, without which msch of the valuable 
information could not have been obtained in the short space of lime available.t

fONCLU.SIONS
42, I he. plain fuels are that the Ordinance which was drafted w^ 

hheral allowances to individuals and low rates of lax to yieid but ^.500. 
will priaiuce a revenue of over flOO.DOO, of which more than £40j00 will 
hr borne ullinialtiv bv persons not resident in the Colony. £76.786 of the 

has been assessed on persons or cornpaaies with incomes more than 
£2.000 per annum fherc has been no evidence of any gfcal irconvciwnce 
being caused to the public and it is reasonable to suppose that a steady source 
of revenue is avaiUbIc which should form a substantial contribution to a 

• ' slahle financial slructtirc within the Colony. Apart from the reveme derived 
■ 'from the non-resident il is a fad th* Income Tax is paid by ,«rsons test 

oT administration is not cx^ssive although a 
is obviously desinjfele and might be achieved in

JLCpMiJNDY, 
Commissioner of income Tax

lax

The costublc to meet it 
reduction m the pcp<»mage
time.

brtanliafiy4t I he amount contributed by Asians arid others is su 
higher than was originally dhlicipalcd and while Ihe^eater burden falls on 
I iiropcan shoSMcrs Ihc explanation sccnuwto lie to a large cxtcjlt in the 
ilisiributioii of wcallh. between the different race.s.

m

44 There arc. ol course, obvious disadvahlages to an Income Tax. 
The dcc}>rootcd objection to il cannot be denied and if it were possible 
i„ tap the same sources of revenue by any other means there would be 
grounds for gcilinp rul of il but it is also obvious th»t if any such a lax is 
to be levied equitably it must have some reference to the -wealth or the 
capacity of the individual t<; r'ay il and su involves a declaration of income.

♦a

45 Statcnicni.s iiave been made in Legislative Council that the tax has 
pr^lnted ca|iilal coming' to the Colony and has also led to its withdrawal. 
No evidence is available in the Revenue Office on J^s matter artfl .■«hatcver 
may be-the true facts the Committee (figy well “"7 possible fall in
incoming capital alongside a revenue of oVhr £4e.00q^r annum 4tom 
resident individuals, ll« butt of which might otherwise be withdrawn from 
the Colony.

' * ^t

non-

- J

46. It has been suggested that to impox die mx im^ym alogg^d

^-nr SHI
may be a matter for the authorities concerned to consider the results of the

not



daces. Residences and Status
Detailed. Statement of all Assessments divided into

Au.r*« "‘•K’*

Schedule No. hA Total
\i wutee*

Pension 
Fund. eK*Not- I - .7 Life

A»un»n'-e
LeasM«t

or N<
rMident

I>*pOT><l<'n«urnTnUl c-hikjLoMWI -»WifoFrom InoonwOlOMi - Ineotne

AbroMl- ' £euMT
iBeoiae

Dividends
Inwrait

££££fttmta ■
. A^.m.lU.re ■ i2M'^ i.-w-W£ 1££ l.i, ££ Rl.iaS :22.855£ 90,350£ 181.Ift-*£ - 635.483 I2.419.898£ *.433.888 13.990£ 18.381£ ■''96.U3 8,482.015£ 80.378133,488-18,32893.320844.123TcrrAi. «'F 1931 A.hseshmests ••

. aiKTH TlTNis, 1938 . 2.278
>.28.886
71.070
^.310

,S3,416 4.002.910 12.587*• 56.297
- 4.8.16 p20. .5(11 

2.(l.U597,388'i 167.783 1
36.700 
2.100

eM.183

Ti 1.756.497
165,028

9,796

13,4921.768,989
166.048

9,795

17,813 12.96.-.1.786.382
165.536

9.796

1094.630
1,176

3Wi20AlU IUcbs ; 74.764 45045062.377
0,137

487RCHIUfcWlTS I 16,43,105
81.016

6.659

372.852
109,637

573 -I l..><)3;266986,591 
126 i 13.324 
247 ' t.MO

1.000.465

12.587136.925 1.647 '61.1231.875 90.360 22.K3,790Baroppan
Asian-
Otll'TS

37 181,16M1.2S2 "f530.320145 13.51217.860 1,943.8321.961.692 .7 95.70675,42771.561-48.08780|779482.3137.2082.027 ,•I’tvrAi. 300t. -K*-r. \5, 479 ^ I-'-140 *•>»>94.K0S-KE«DENi}^Al.l.KACBH: IS I m4,961 t-9.S94
S.016

60,986 »7i.od 1.49993946.953, 1,49918T Sh698EwroiM-iiii
Asian
Utliprs

84 300434 •~Z» 478489.85662781 . 401 *5%90,38S4 4,951-61,93424112.541361,7362,465 -•40.118

Total Iax fun »' E»oi> ' 
lUra :

Eiimpnan 
AHiaii - - 
OthorB

Totai. *nfl97 7«!»a.»9
l.sio

20.5«r’ 
2.054 

3(8) ‘'IX-■

13.97a 697.683 
3.5.700 

• 2.100

2.217.073
191.331

11.294
16..54;. 12.231,043

191.361
11.294

I, 17.61,3
874

2.248.666
192.226

IP294

10 :94.937
1,176

20 46079.716123.362
10.076

♦5(1•■^9.861
36.030-“

7,633

15,469■ 9R8,34S t - i44.2W 
13.023 1 129.494-

L.640

5732,^
206 I 
II

182.8W L... 9047■210
434 -M.660 ,i;|328 1 12..68T01.12322.HJW.350l.lfa IHl.HH036.4X3I I

1611 766.315 ^
l.6«S.«l

3,881
766,470

18.3871.681.718
3.881

790.476
Total Tax Paid by Eai h 

S-nwrus Cboop
Imiividnals 

I'tC.
((biniirtniiM

96.11380.37895.162
1.042

36.691

I 18.32890.285228.247
2.230

613.639

1,002.91070.3061.983( 4 3.036
991 I 113.111

I

4

1-§ i ? ^ 1
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Schxiule 1 B

* Diviifon of >>iiejiments into Residence ond Status Showing Averages

Nnn-
n*Ki(U»ut /V«s<K'ia- 
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