{(See nmaragranh 25

Provisrons OF THE CONSTITUTION 50A2ING on Worm oF
CoMMISIINN.

Article 269

{11 The following duties and taxes shall be levied and
by the Government of India but shall be assigned ‘o the Staies
the wanner provided in clause (2), nameiv: —
(ay duties in respect of
agricaltural land:

succession to propertv other !inn

(B} ostate duty in respect of properiy other than rzoiculiurd
land; Y
terminal taxes on goods or passengers carried by railway,
“eq 0r airs
taxes on ratlway fareg and freights;
taxes other than stamp duides on transactions in stock-

exchanges and fuiure markets;

takes on the sale or purchase of newspapers and on
advertisements published therein;

taxes on the sple or purchase of goods other than news-
papers, where such _ale or purchase takes place in the
course of inter-State trade or commerce,

(2} The net proceeds in any Anancial vear of any such duly or tax,
except i oso far as those proceeds represent proceeds attributable to
Union tferritaries, shall not form part of ihe Censolidated Fund of
fodia. bt <hall be agsigned 16 the States within which that duty or
fax 15 ieviable in that year, and shall be distributed among those
States in accordance with such principles of distribution as mav he
formudated by Parliament by Jaw

() Parliament may by law formulate principles for determining
when o sale or purchase of goods takes place in the course of inter-
staie irade or commerce.
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(2) Datrs oF DISCUSSIONS WITH REPRESENTATIVES OF CENTRAL
MINISTRIES

Dates of discussions

venue.) 15t March 1957

1. Ministry of Finance (Department of Re- 7 24th September 1956
16th July 1957

2. Ministry of Community Development .\ 26th September 1956
' J 10th July 1957

. 3. Commissioner for Scheduled Castes and 7th January 1957
Scheduled Tribes

4. Secretary to the Government of India, 16th May 1957
Kashmir Affairs

5. Ministry of Food and Agriculture . Iith July 1957
6. Ministry of Education . . . 11th July 1957
7. Ministry of Home Affairs, . . . 1s5th July 1957
8. Ministry of Railways = . .. 17th July 1957

Ministry of Finance (Department of Eco- 27th July 1957,
nomic Affairs and Department of Ex-
penditare).
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Article 270--

(1) Taxes on income other than agricultural income shall be
levied and collected by the Government of India and distributed

between the Union and the States in the wanner provided in
clause (2).

(2) Such percentage, as may be preseribed, of the net proceeds in
any financial year of any such tax, except in go far as those proceeds
represent proceeds attributable to. Union territories or to taxes pay-
able in respect of Union emoluments. shail not form part of the
Consolidated Fund of India, but shall be assigned to the States within
which that tax is leviable in that year, and shall be distributed
among those States in such manner and from such time as may he
prescribed.

(3) For the purposes of clause (2}, 1n each financial year such
percentage as may be prescribed of so much of the net proceeds of
taxes on income as does not represent the net proceeds of taxes pay-
able in respect of Union emoluments shall be deemed to represent
proceeds attributable to Union territories.

(4) In this article—

(a) “taxes on income” does pot include a corporation tax;

(h) “prescribed” means--
(i) until a Finance Commission has been constituted,
prescribed by the President by order, and

(ii) after a Finance Commission has been constituted,
prescribed by the President by order after considering
the recommendations of the Finance Commission;

(c) “Union emoluments” includes all emoluments and pen-
sions payable out of the Consclidated Fund of India in’
respect of which income tax is chargeable.

Article 272-~ :
Union duties of excise other than such duties of excise on
medicinal and toilet preparations as are mentioned in the Union
List shall be levied and collected by the Government of India, but,
if Parliament by law so provides, there shall be paid out of the
Consolidated Fund of India to the States to which the law imposing
the duty extends sums equivalent to the whole or any part of the
net proceeds of that duty, and those sums shali be distributed among
those States in accordance with such principles of distribution as
may be formulated by such law.
417 M of F—10.



150
Article 273—

{I) There shall be chargeu o - (onsoiidatec Tund o India in
each year as grants-in-ale 7 th  svonae; of oo 3U.tes of Astam,
Bihar, Orissa and West Eur al, in lsu of assignient of any shire
of the net proceeds in each yeur f exoort duty or jule and jute
products to those States, such sums #5 may be srescribed. )

(2) The sums so presccibed shall centinue to be charged on the
Consolidated Fund of [adia so lorg as any export duty on jute or
jute products countinues to be levied by tiie Government of india or
until the expiration of ten years from the commencement of tihis
Constitution, whichever is earlier.

1

(3) In this article, the expression “prescribed” has the same
meaning as in article 270. '

Article 275—

(1) Such sums as Parliament may by law provide shall be charged
on the Consolidated Fund of India in ¢ach year as grants-in-aid of
the revenues~of such States as Parliament may determine to be in
need of assistance, and different sums may be fixed for different
States:

Provided that there shall be paid out of the Consolidated Fund
of India as grants-in-aid of the revenues of a State such capital and
recurring sums as may be necessary to enable that State to meet the
costs of such schemes of development as may be undertaken by the
State with the approval of the Government of India for the purpose
of promoting the welfare of the Scheduled Tribes in that State or
roising the level of administration of the Scheduled Areas therein

- to that of the administration of the rest of the areas of that State:

-

Provided further that there shall be paid out of the Consolidated
Fund of India as grants-in-aid of the revenues of the State of Assam
sums, capital and recurring, equivalent to— ' .

(a) the average excess of expendilure over the revenues
during the two years immediately preceding the com-
mencement of this Constitution in respect of the adminis-
tration of the tribal areas specified in Part A of the table
appended to paragraph 20 of the Sixth Schedule; and

(b) the costs of such schemes of development as may be
undertaken by that State with the approval of the Gov-
ernment cf India for the purpose of raising the level of
administration of the said areas to that of the administra-
tion of the rest of the areas of that State.
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(2) Until provision is made by Parliament under clause (1), the
powers conferred on Parliament under that clause shall be exercis-
able by the President by order and any order made by the President

under this clause shall have effect subject to any provision so made

by Parliament:

Provided that after & Finance Commission has been constituted
no order shall be made under this clause by the President except
after considering the recommendations of the Finance Commission.

Article 278%-—

(1) Notwithstanding anything in this Constitution, the Govern-
ment of India may, subject to the provisions of clause (2), enter inlo
an agreement with the Government of a State specified in Parl B
of the First Schedule with respect to—

{a) the levy and collection of any tax or duty leviable by the
Government of India in such State and for the distribu-
tion of the proceeds thereof otherwise than in accordance
with the provisions of this Chapter;

(b) the grant of any financial assistanee by the Government
of India to such State in consequence of the loss of any
revenue which that State used to derive from any tax
or duty leviable under this Constitution by -Qe Govern-
ment of India or from any other sources; '

(¢) the contribution by such State in respect of any payment
made by the Government of India under clause (1) of
article 291,

and, when an agreement is so entered into, the provisions of this
- Chapter shall in relation to such State have effect subject to the
terms of such agreement.

(2) An agreement entered into under clause (I) shall continue
in force for a period not exceeding ten vears from the commence-
ment of this Constitution:

Provided that the President may at any time after the expiration
of five years from such commencement terminate or medify  any
such agreement if i v consideration of the report of the Finance
Commizsion he thinks it necessary to do so.

»Jepeaiod oy the Constitieion (Seventh Amendment) Act, 1956.
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Article 230—

{I) The President shall, within “we 2.5 from the COMInCNCa~
ment of this Constitution and ther oiap o ke *xyration of every
fitth year or at such earlier tipe as the President considers naoces-
sary, by order constitute a Finzance Commissicn which shall ronsist
of a Chairman and four other members o be appointed by the
President.

(2) Parliament may by law determine the qualifications which
shall be requisite for appointment as members of the Commission
and the manner in which they shall be selectcd.

(3) It shall be the duty of the Commission to make recommen-
dations to the President as to—

(a) the distribution between the Union and the States of the
net proceeds of taxes which ars to be, or may be, divided
between them under this Chapter and the allocation

- between the States of the respective shares of such
proceeds;

(b} the principles which should govern the grants-in-aid of
the revenues of the States out of the Consolidated Fund
of India;

*(c) the continuance or modification of the terms of any
agreement entered into by the Government of India with
the Government of any State specified in Part B of the
First Schedule under clause (1) of article 278 or under

- article 306; and

*(d) any other matter referred to the Commission by the
President in the interests of sound finance.

(4) The Commission shall determine their procedure and shall
have such powers in the performance of their functions as Parlia-
ment may by law confer on them.

Article 281 —

The President shall cause every recommendation made by the
Finance Commissicn under - the provisions of this Constitution
together with an explanatory memorandum as to the action takem
thereon to be laid hefore each House of Parliament.

*Sub-clause (¢} omitted and sub-clause (d) relettered (¢} by the Constitution
(Seventh Amendment) Act, 1956.



- Artiele 306% - ’

Notwithstanding anything in the foregoing provisions of this
Part or in any other provisions of this Constitution, any State speci-

fied in Part B of the First Schedule which before the commence-
ment of this Constitution was levying any tax or duty on the import
of goods into the State from other States or on the export of goods
from the State to other States may, if an agreement in that behalf
has been entered into between the Government of India and- the
Government of that State, continue to levy and collect such tax or
duty subject to the terms of such agreement and for such period not
exceeding ten years from the commencement of this Constitution
as may be specified in the agreement:

Provided that thc President may at any timc alter the expiration
of five years frem such commencement terminale or modify a.~.y
such agreement if, after consideration of the report of the Finance
Commission constitnted under article 280, he thinks it necessary to
o s0.

*Repaaled by the Constitution (Seventh Amendment’ Act, 1956,




APPTNDIX X
(See table in paragraph 125)

LETTER FROM PLANNING COMMISSTON REGARDING ESTIMATES OF REVENUR
FROM ADDITIONAL TAXATICN DUTLNG SECCND FIVE YEar Praw PERIOD.

Demi-official letter No. PC. (P)77/56, dated 6th September 1957 from
Shri Tarlok Singh, Joint Secretary, Planning Commission,
to the Secretary, Finance Commission.

Will you kindly refer to your letter No. FC. 6{2)-B/56, dated the
9th August, 1957 ? We have no objection to use being made of the
estimates prepared by the Economic Division of revenue from
~additional taxation during the Second Five Year Plan for the
various States as recrganised. We would, however, like to point out
that these estimates were prepared in November, 1956. At that
time there were no means of obtaining the estimates of the States
concerned. Secondly, the estimates were not discussed with the
States as they were prepared primarily for the internal use of the
Planning Commissicn. In the third place, it has been the intention
of the Planning Commission to arrange for a further round of dis-
cussions at which various finanecial estimates connected with the
State plans would be reviewed. It is requested that if in the report
of the Finance Cominission a reference is to be made to the estimates
of the Economic Division, the qualifications which necessarily
circumscribed these estimates may kindly be indicated briefly.
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