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from liability where reference is made only to an organ or part of the
body (e.g., Backache and Kidney Pills are liable ; Back and Kidney
Pills are not).

Your Committee are of opinion that the law should be brought
up to date in this respect by being made more comprehensive, and
that a claim, even 1If incidental, to relieve, cure or prevent any
human ailment or bodily condition should be the ecriterion of
liability to duty.

7. The Act of 1812 (see para. 2) allowed special exemptions
to three classes of preparations of which one is now obsolete. The
other two are '’ single drugs "' (drugs sold without the admixture
of any other ingredient) and what are called ** known, admitted and
approved remedies "', It may fairly be said that successful claims
to these two exemptions, especially the latter, have been the cause
of a large loss to the revenue.

8. Numerous ** single drugs "’ sold under fancy names and with
a full recommendation for the relief of ailments have successfully
claimed exemption. The ‘‘ known, admitted and approved
remedy '’ exemption is obscure and entirely out of date. It was not
claimed for nearly 100 years until in 1903 a judgment was given in
the Courts. By this judgment it was held ** that if a retail chemist
purchased from the manufacturer or other person, a preparation
of medicinal drugs which at the time of his purchase was exempt
from duty by reference to the exemption in the Schedule to the
Act 52 Geo. 3, c. 150 (Medicines Stamp Act, 1812), the fact that
he applied to it a label recommending it as a remedy for specific
ailments would not deprive the preparation of the exemption
The broad effect of this was the sale by qualified chemists ** of the
bulk of their ready-made preparations duty free whilst precisely
the same preparations sold by unqualified vendors (e.g., a grocer)
pay duty "'

As a result of this it was decided not to question any recom-
mendation for the future, but to allow qualiﬁed chemists to sell
unstamped all remedies recognised as °° known, admitted and
approved ' which were not secret or proprietary. Following a
further judicial decision (Attorney-General v. Lewis and Burrows,
Ltd., 1932, 1 K.B. 538) the present position is that this exemption
may 'be auc:cessfull]f claimed where a formula in accordance with
a standard bock of reference is printed on the label and proprietary
richts are disclaimed.

9. By the Aect of 1812 ** all artificial Mineral Waters and all
waters impregnated with . . . carbonic acid gas . . . and all com-
positions . . . for making . . . the said waters ' were specifically
laid under duty. At a later stage (1833) this item was repealed
but medicinal waters or compositions for making them, recom-
mended for human ailments, continued to pay duty until 1878 when
by a judicial decision it was held that the earlier repeal operated
as an exemption from duty for all such waters or compositions for
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of ready-packed medicines. Your Committee, however, take the
view that this protection is in many cases illusory, and they are,
therefore, not prepared to put the value of such a sﬂfeguard very
high.

' YIELD OF DUTIES.

11. The yield of the medicine stamp duty has fallen during the
past ten financial years from £1,295,139 to £747,930 (1935-36).
From the peak year (1928-9) during that period, when the figure
rose to almost £1} million, there has been a decrease of no less than
44 per cent, in the yield. This decrease was attributed very
largely to the knowledge acquired by manufacturers and chemists of
legal methods in securing exemption.

MACHINERY OF COLLECTION.

12. An adhesive stamped label bearing the appropriate amount
of the duty with the words '' No Government Guarantee " is
affixed to every ‘' packet, box, bottle, pot, etc.”’ containing any
dutiable preparation, in such a way that the package cannot be
opened without tearing the stamp (see also below, para. 14). The
‘duty must be paid by the proprietor, mmpnunder or first
vendor before the preparation is sold either wholesale or retail.

Usually the labels are affixed by the manufacturers and the
preparations are sent out to the retailer ready stamped. The
retailer is required by law to report any cases in which dutiable
medicines are supplied unstamped. The penalty for selling a
dutiable article unstamped (or not properly stamped) is £10, and
for removing a stamp from a sold packet or wrongfully af:ﬁnng a
stamp to another packet the penalty is £20.

EXCISE LICENCE,

13. The excise licence to which all persons who either manu-
facture or sell dutiable preparations are liable is 5s. a year. A
separate licence must be taken out for each set of premises.

It is notable that during the nine years 1927-1936 the number of
excise licences has more than doubled. Such a large increase tends
to suggest that the trade in dutiable preparations is a valuable one,
and there was some evidence of wholesale houses paying the licence
duty for retailers other than chemists as an inducement to stock
and sell their products.

“ BROKEN BULK.”

14. It 1s permissible for any retailer who holds an excise licence
to open a package upon which the manufacturer has paid duty, and
to which an appropriate stamp has been affixed, and to sell the
contents separately, Er_qvided that they are not enclosed in a
dutiable enclosure. This is generally referred to as ** broken bulk,”
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CONCLUSIONS.

17. Your Committee reached the following conclusions :—

(1) That the existing Stamp Acts, passed over 100 vears ago,
are out of date, largely obsolete and quite inappropriate to modern
requirements,

(2) That owing to out of date exemptions and to a number of
judgments in the courts, wholesale avoidance of duty has been
practised which has led, during the last nine years, to a remarkable
decrease in the yield of the duty (nearly 50 per cent.).

(3) That the law should be simplified, thus removing those
obscurities which at present give rise to numerous anomalies and
add greatly to the difficulfies of administration.

(4) That, in spite of some evidence to the contrary, the trade in
medicinal articles is, in their opinion, one which is suitable for
taxation.

(5) That the rate of duty should be lowered, particularly in the
lower ranges, and more evenly graduated.

(6) That it 18 undesirable that the same product should be sold
by different vendors stamped and unstamped.

(7) That a far larger range of preparations should be made liable
to duty.

RECOMMENDATIONS.

18. Your Committee therefore make the following recommenda-
fions :—
Repeal.

(1) That the Acts of 1802, 1804, 1812, Section 2 of the Finance
Act, 1927, and all other existing legislation on the subject of
Medicine Stamp Duties be repealed.

Dutiable Articles.
(2) That, subject to the exemptions mentioned in (5) below :—

Preparations or substances of any sort, including medicines,
medicaments, medicated articles, drugs, herbs, fumigants,
inhalants, disinfectants, antiseptics, soaps, tooth pastes, tooth
powders, mouth washes, medicated wines, natural or artificial
mineral waters or compositions for making such waters,
confectionery, toilet preparations and cosmetics to be used or |
applied externally, internally or otherwise, as medicines or
medicaments, which are recommended, held out, or adver-
tised in any way whatsoever either directly or indirectly (whether
by public display, wireless telephony or other mechanical repro-
duction of the human voice or by label, notice, circular or
other written recommendation or otherwise) for the preven-
tion, cure or relief of any human ailment, defect, disorder,


















