
The Professional Tax Act India 

Introduction 

The Professional Tax Act in India is a state-level tax legislation that mandates the collection of 

tax from individuals engaged in professions, trades, callings, and employment. 

Indian Professional tax is a tax levied by state governments on individuals earning an income 

from salary or practising a profession such as a lawyer, doctor, chartered accountant, etc. The tax 

is deducted from the salary by the employer and is applicable in states that have implemented the 

Act. 

Historical Context of the Employee the Professional Tax, 1923 in India 

The historical roots of the Professional Tax Act in India can be traced back to the early efforts 

made by state governments to generate additional revenue through direct taxation on the income 

of individuals engaged in various professions, trades, and employments. Now, let us explore the 

intricate historical background and evolution of professional tax in greater depth. 

Early Taxation Efforts 

• Pre-Independence Era: 

• Before India's independence in 1947, various forms of direct and indirect taxes 

were levied by colonial and princely state governments to fund administrative and 

public services. 

• There was no uniform system of professional taxation across the Indian 

subcontinent, but some princely states did have forms of income or occupation 

taxes. 

• Post-Independence Fiscal Policies: 

• After gaining independence, India adopted a federal structure, with powers of 

taxation divided between the central and state governments by the Constitution of 

India. 

• The Constitution empowered state governments to levy taxes on professions, 

trades, callings, and employments under Entry 60 of the State List in the Seventh 

Schedule. 

Introduction of Professional Tax 

1. Constitutional Provisions: 

• Article 276 of the Indian Constitution specifically allows state governments to 

impose taxes on professions, trades, callings, and employments. 

• The maximum limit for professional tax was initially set at INR 250 per annum, 

which was later amended to INR 2,500 per annum through the Constitution 

(Sixtieth Amendment) Act, 1988. 

1. State-Level Legislation: 

• Different states enacted their own laws to levy professional tax. Each state 

developed its own structure, rates, and methods of collection. 



• Maharashtra and West Bengal were among the first states to introduce 

professional tax acts, setting the stage for other states to follow. 

Evolution and Implementation 

1. 1960s-1980s: 

• During this period, several states introduced professional tax legislation. The 

structure typically involved income slabs, with higher earners paying more tax. 

• States like Maharashtra, Gujarat, Karnataka, Tamil Nadu, and Andhra Pradesh 

implemented professional tax acts, adapting the structure to suit their fiscal needs. 

1. Constitutional Amendments and Updates: 

• The Constitution (Sixtieth Amendment) Act, 1988, was a significant 

development, as it raised the maximum limit of professional tax from INR 250 to 

INR 2,500 per annum, reflecting the changing economic conditions and inflation. 

1. Modern-Day Professional Tax: 

• Today, professional tax act is a significant source of revenue for many state 

governments. The tax act rates and structures have evolved, but the basic 

principles remain the same. 

• Professional tax is deducted by employers from employees' salaries and paid to 

the state government. Self-employed individuals pay the tax directly. 

• Each state has specific rules, exemptions, and compliance requirements, often 

tailored to local economic conditions and administrative capabilities. 

Key Milestones 

• 1950: Constitution of India adopts provisions for professional tax under Article 276. 

• 1960s-1970s: States begin enacting professional tax laws. 

• 1988: Constitution (Sixtieth Amendment) Act increases the maximum limit of 

professional tax to INR 2,500. 

• 1990s-Present: Continuous refinement and adaptation of professional tax laws by states 

to streamline collection and compliance. 

 

Key provisions of the Act include: 

1. Applicability: 

- Employers are responsible for deducting professional tax from their employees' salaries and 

remitting it to the state government. 

- Self-employed individuals, such as freelancers and business owners, must directly pay 

professional tax to the state government. 

2. Slabs and Rates: 

- Professional tax rates vary across different states and are usually based on income slabs. Each 

state specifies a maximum limit. 



- For instance, in Maharashtra, professional tax rates range from INR 200 per month to INR 

2,500 per year, depending on the income slab. 

3. Registration and Enrollment: 

- Employers must register with the professional tax department of their respective state and 

obtain a professional tax registration certificate. 

- Self-employed professionals need to enroll and obtain a professional tax enrollment certificate 

from the state's professional tax department. 

4. Filing and Payment: 

- Employers must file professional tax returns and pay the deducted tax on a monthly or quarterly 

basis, depending on the regulations of the state. 

- Self-employed individuals generally file and pay professional tax annually. 

5. Penalties and Interest: 

- Non-compliance with professional tax regulations, such as failure to register, deduct, or pay tax 

on time, may result in penalties. 

- Late payments may also incur interest charges. 

6. Exemptions: 

- Certain individuals are exempt from paying professional tax, including senior citizens above 65 

years, individuals with disabilities, and specific categories of employees as specified by the state 

governments. 

Implementation by State 

Professional tax rates, payment frequencies, and exemptions vary across different states in India. 

Here are a few examples: 

1. Maharashtra Professional Tax Act: 

- Rates: Up to INR 2,500 per year. 

- Frequency: Monthly payments for employers; annual payments for self-employed individuals. 

- Exemptions: Senior citizens, individuals with disabilities, and certain categories of employees. 

2. Karnataka Professional Tax Act: 

- Rates: Up to INR 2,500 per year. 

- Frequency: Monthly payments for employers; annual payments for self-employed individuals. 

- Exemptions: Senior citizens, individuals with disabilities, and members of the armed forces. 

3. West Bengal Professional Tax Act: 

- Rates: Up to INR 2,500 per year. 

- Frequency: Monthly payments for employers; annual payments for self-employed individuals. 

- Exemptions: Individuals with disabilities, members of the armed forces, and those earning 

below a certain threshold. 



Other states very Professional Tax Act example- Gujarat Professional Tax Act, Telangana 

Professional Tax Act, Karnataka Professional Tax Act etc. 

Detailed Provisions in Professional Tax Act in India 

The Professional Tax Act in India is a comprehensive legislation that regulates the imposition, 

collection, and management of professional tax. These regulations are designed to ensure that 

professionals, traders, workers, and employees contribute to the state's revenue, while also 

incorporating provisions for exemptions, appeals, and grievance resolution mechanisms to 

uphold fairness and adherence to the law. It is crucial for both employers and self-employed 

individuals to acquaint themselves with the specific provisions of the Act applicable in their 

respective states to guarantee compliance with the legal requirements. 

1. Applicability and Definitions 

• The Act is applicable to individuals who are engaged in professions, trades, callings, or 

employments within the state. 

• Various terms such as "employer," "employee," "profession," "trade," "calling," and 

"employment" are defined in the Act to provide clarity on the individuals who are liable to pay 

professional tax. 

2. Registration and Enrollment 

• Employers are required to register with the state's professional tax department and obtain a 

registration certificate. 

• Employers must enroll their employees and deduct professional tax from their salaries. 

• Self-employed professionals must enroll with the professional tax department and directly pay 

the professional tax act. 

3. Tax Rates and Slabs 

• The Act specifies different tax slabs based on income levels, professions, or other criteria. 

• There may be a maximum limit on the amount of professional tax payable annually as 

prescribed by the Act. 

4. Tax Deduction and Collection 

• Employers are responsible for deducting professional tax from their employees' salaries and 

remitting it to the state government. 

• The Act specifies the due date for remitting the deducted tax to the government, usually on a 

monthly or quarterly basis. 



• Employers generate challans online to deposit the deducted tax with the government. 

5. Filing of Returns 

• Employers must file monthly or quarterly returns with details of the professional tax deducted 

from employees' salaries. 

• Self-employed individuals typically file annual returns and directly pay professional tax to the 

government. 

6. Penalties and Interest 

• The Act imposes penalties on employers or individuals for non-compliance, such as failure to 

register, deduct, or pay professional tax on time. 

• Interest may be charged on delayed payment of professional tax.  

Inspections and Compliance under The Professional Tax Act India 

Inspections and compliance mechanisms under the Professional Tax Act in India are designed to 

ensure that employers and individuals subject to the tax fulfill their obligations under the law. By 

conducting inspections, enforcing compliance requirements, and imposing penalties for non-

compliance, tax authorities aim to promote adherence to the provisions of the Act and enhance 

revenue collection for the state governments. It is essential for employers and individuals to 

maintain accurate records and comply with the requirements of the Act to avoid penalties and 

ensure smooth tax administration. 

Under the Professional Tax Act in India, provisions are in place for inspections and compliance 

to ensure that employers and individuals subject to the tax adhere to the requirements of the law. 

Here's how inspections and compliance are typically handled under the Professional Tax Act: 

Inspections 

• Authority for Inspections: 

• The authority to conduct inspections is typically vested with officers designated 

by the state's tax department or professional tax department. 

• Purpose of Inspections: 

• Inspections are conducted to verify compliance with the provisions of the 

Professional Tax Act under labour laws, including registration, deduction, 

remittance, and filing of returns. 

• Scope of Inspections: 

• Inspections may cover various aspects, including: 

• Verification of employer registration and employee enrollment. 

• Examination of payroll records to ensure accurate deduction and 

remittance of professionalla tax. 

• Review of tax returns filed by employers or self-employed individuals. 



• Assessment of compliance with tax rates, slabs, and exemptions specified 

under the Act. 

• Examination of any other relevant documents or records to ascertain 

compliance. 

• Notification of Inspections: 

• Employers or individuals subject to professional tax may be notified in advance of 

an impending inspection by the tax department. 

• Powers of Inspectors: 

• Inspectors may have the authority to: 

• Enter premises where professional tax-related activities are conducted. 

• Inspect books, records, documents, or any other material relevant to 

professional tax compliance. 

• Interview employers, employees, or other individuals to gather 

information. 

• Seize records or documents if necessary for investigation or evidence. 

Professional Tax Compliance  

1. Employers must register with the professional tax department and enroll their employees for 

tax deduction, while self-employed individuals also need to enroll with the tax department for 

tax payment. 

 

2. Employers are responsible for deducting professional tax from employees' salaries and 

remitting it to the state government on time, whereas self-employed individuals must pay 

professional tax directly to the state government by the due dates. 

3. Employers should file monthly or quarterly returns, depending on the requirements, detailing 

the professional tax deducted from employees' salaries, while self-employed individuals typically 

file annual returns and pay professional tax accordingly. 

4. Non-compliance with the Professional Tax Act may result in penalties, fines, or interest 

charges, including penalties for failure to register, deduct, remit, or file returns within the 

specified timelines under labour laws in India. 

5. Both employers and self-employed individuals must maintain accurate records, such as payroll 

records, tax deduction details, and tax returns, for inspection by tax authorities. 

6. Grievance redressal mechanisms may be available for addressing concerns related to 

professional tax administration, including appeals against tax assessments, penalties, or other 

decisions. 

Table 

Provision Description 

Applicability Specifies individuals, professions, trades, callings, or employments 

subject to professional tax within the state. 

Definitions Defines key terms used in the Act such as "employer," "employee," 

"profession," "trade," "calling," "employment," etc. 

Registration and 

Enrollment 

Requires employers and self-employed individuals to register with 

the state's professional tax department and obtain 

registration/enrollment certificates. 



Tax Rates and Slabs Specifies tax rates applicable to different income levels, professions, 

or other criteria, along with the maximum limit on annual tax 

payable. 

Tax Deduction and 

Collection 
Mandates employers to deduct professional tax from employees' 

salaries and remit it to the state government. Specifies due dates for 

payment. 

Filing of Returns Requires employers to file monthly or quarterly returns detailing 

professional tax deductions. Self-employed individuals typically file 

annual returns. 

Penalties and 

Interest 
Imposes penalties for non-compliance with the Act, such as late 

registration, deduction, or payment of tax. Charges interest on 

delayed payment of professional tax. 

Exemptions and 

Rebates 

Provides exemptions from professional tax for certain categories of 

individuals/entities and grants rebates or concessions to encourage 

compliance. 

Enforcement and 

Administration 
Authorizes the professional tax department to conduct inspections, 

audits, and take enforcement actions to ensure compliance. Specifies 

offenses and penalties for non-compliance. 

Appeals and 

Grievance 

Redressal 

Establishes mechanisms for filing appeals against orders issued by 

the professional tax department. Provides avenues for addressing 

grievances and complaints related to tax administration. 

Amendments and 

Updates 

Specifies procedures for amending the Act and allows for periodic 

updates to reflect changes in tax rates, exemptions, or administrative 

procedures. 

 

Conclusion 

The Professional Tax Act in India is a state-level legislation that ensures the collection of tax 

from individuals engaged in various professions and employments. The tax rates, exemptions, 

and compliance requirements vary from state to state, and it is crucial for both employers and 

self-employed individuals to adhere to their respective state’s regulations to avoid penalties and 

interest charges.  

Professional tax serves as a source of revenue for state governments, helping fund various 

developmental activities and public services as per Indian labour laws. 

 


