APPENDIX T

PROVISIONS OF THE CONSTITUTION BEARING ON THE WORK OF THE FINANCE

CoOMMISSION

" Article 270—

(1) Taxes on income other than agricultural meome chall he levied
and collected by the Government of India and distributed between
the Union and the States in the manner provided in clause (2).

(2) Such percentage, as may be prescribed, of the net proceeds 1n
any financial year of any such tax, except in so far as those proceeds
represent proceeds attributable to States specified in Part C of the
First Schedule or-lo taxes pavable in respect of Union emoluments,
shall 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 disiributed among those States in such manner and from
such time as may be prescribed.

" {3) For the purposes of clause (2, in each finarc'al year such per-
centage as may be prescribed of so much of the nei proceeds of taxes
on income as does not represent the net proceeds of taxes payable in
respect of Union emoluments shall be deemed to represent proceeds
attributable to States specified in Part C of the First Schadule,

(4) In this article—
{a) “taxes on income” does not include a corperation tax]

{b) “prescribed” means—
(ij until a Finance Commiszion has been constituted, preserib-
ed by the Presicent by order. and
{ii) after a Tinance Commission has been constituted, prescrib-
ed by the President by order after considering the recom-
mendations of the Finance Commission;
{c) “Union emoluments” includes all emoluments and pensions
payable out of the Consolidated Fund of India in respect
of which income-tax is chargeable.

Article 273—

(1) There shall be charged on the Consolidated Fund of India in
each vear as grants-in-aid of the Tevenues of the States of Assam,
Bihar, Orissa and West Bengal, in lleu of assignment of any share of
the net proceeds in each year of export duty on jute and jute products
to those States, such sums as may be prescribed.
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(2) The sums so prescribed shall continue to be charged on the
Consolidated Fund of India so long as any export duty on jute or jute
products continues to be levied by the Government of India or until
the expiration of ten years from the commencement of this Constitu-
tion, whichever is earlier.

(3) In this article, the expression “prescribed” has the same mean-
ing 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 each 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 ag 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 rais-
ing 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 expenditure over the revenues during
the two years immediately preceding the commencement of
this Constitution in respect of the administration of the
tribal areas specified in Part A of the table appended to
paragraph 20 of the Sixth Schedule; and .

(b} the cost of such schemes of development as may be under-
taken by that State with the approval of the Government
of India for the purpose of raising the level of administra-
tion of the said areas to that of the administration of the
rest of the areas of that State.

(2) Until provision is made by Parliament under clause (1), the
powers conferred on Parliament under that clause shall be exercisable
by the President by order and any order made by the President under
this clause shall effect subject to any provision so made by Parlia-
ment:

Provided that after a Finance Commission has been constituted ne
order shall be made under this clause by the President except after
considering the recommendations of the Finance Commission.
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Article 278—

{1) Notwithstanding anything in this Constitution. the Government
of India may. subject to the provisions of clause (2). enter into an
agreement with the Government of a State specified in Part 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 distribution
of the proceeds thereof otherwise than in accordance with
the provisions of this chapter:

(b) the grant of any financial assistance by the Government of
India to such State in consequence of the loss of any
revenue which that State used to derive from any fax or
duty leviable under this Constitution by the Government of
India or from any other sources;

{c) 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 (1) shall continue in
force for a period not exceeding fen vears from the commencement
of this Constitution:

Provided that the President may at any time after the expiration
of five years from such cemmencement terminate or modify any such
agreement if after consideration of the report of the Finance Com-
mission he thinks it necessary to do so.

Article 280—

(1) The President shall, within two years from the commencement
of this Constitution and thereafter at the expiration of everv fifth
year or at such earlier time as the President considers necessary, by
order constitute a Finance Commission which shall econsist of a Chair-
man and four other members to be appointed by the President.

(2) Porliament 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 selected.

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

(a) the distributien beiween the Union and the Siates of the
net proceeds of taxes which are to be, or may be, divided
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between them under this Chapter and the allocation
between the States of the respective shares of such pro-
ceeds;

(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 agree-
ment 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 Presi-
dent 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 Parliament may
by law confer on them,

Article 306—

Notwithstanding amvthing in the foreaping nravisions of mlﬁ Part



Article 278—

(1) Notwithstanding anything in this Constitution, the Government
of India may. subject to the provisions of clause (2). enter into an
agreement with the Government of a State specified in Part 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 distribution
of the proceeds thereof otherwise than in accordance with
the provisions of this chapter;

(b) the grant of any financial assistance 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 the Government 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 (1) shall continue in
force for a period not exceeding ten vears from the commencement
of this Constitution:

Provided that the President may at any time after the expiration
of five years frem such cemmencement terminate or modify any such
agreement if after consideration of the report of the Finance Com-
mission he thinks it necessary to do so.

Article 280—

(1) The President shall, within two years from the commencement
of this Constitution and thereafter at the expiration of every fifth
year or at such earlier time as the President considers necessary. by
order constitute a Finance Commission which shall consist of a Chair-
man and four other members to be appointed by the President.

(2) Porliament may by law determine the qualifications which
shall be reguisite for appointment as members of the Commission and
the manner in which they shall be selected.

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

(a) the distributien ketween the Union and the States of the
net proceeds of taxes which are to be, or may be, divided
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between them under this Chapter and the allocation
between the States of the respective shares of such pro-
ceeds;

(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 agree-
ment 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 Presi-
dent 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 Parliament may
by law confer on them.

Article 306—

Notwithstanding anything in the foregoing provisions of this Part
or in any other provisions of thisg Constitution, any State specified in
Part B of the First Schedule which before the commencement of this
Constitution was levying any tax or duty on the import of goods into
the Siate from other States or on the export of goods from the State
to other States may, if an agreement in that behalf hag 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 the President may at any time after the expiration of
five years from such commencement terminate or modify any such
agreement if, after consideration of the report of the Finance Com-
mission constituted under article 280, he thinks it necessary to do so.



