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“ ‘APPENDIX I

PROVISIONS OF THE CONSTITU’IIUN anmc ON WORK OF THE FINANCB
R A D N Y CO\imSSION S T

Dzstnbutzon of Revenues between the Umon and the States »
gt ot

Article 269—

(8] The followmg duues ard taxes sha}l be levied and collected
by the Government of India but shall be assigned to. the States m the
manner provided in clause (2), namely: —

(a) duties in respecu of successmn to property other than agri-
-cultural Jand;’

(b) estate ' duty in’ respect of property other than agrlcultural
land; )

o ancoppferming) taxes on: gqmjgﬁamassengers ~carr1ed by j:mlwayu
'sea Or air; .

w{dytaxes on rallway: fareyand’ ‘.Ereights, e Tentey

(e} taxes other than stanp duties on transactions in stock-
excnanges and future markets; ‘ '

(f) taxes on the sale or purchase of newspapers and on advertise-
“ments pubhshed therein;

(g) taxes on the sale.or .purchase of goods other than news- .
papers, where such sale or purchase takes place in the
course of inter-State trade or cornmerce.

(2) Th: net proceeds in any fmanmal year of any such duty or
tax except in so far as those proceeds represent proceeds attributable
to Union territories, shall nci form part of the Consclidated Fund of
India, but shall be assigned to the States within which that duty or
tax is leviable in that year, and ghall be distributed among these
States in accordance with such principles of distribution as may be
formulated by Parliaraent by law,

(8) Parliament maj by law formulate principles for determining
when a sale or purchase of goods takes place in the course of inter- .
Stete trade or conimerce,
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Article 270—

(1) Taxes »n income other than agricultural income shall be levied
and collected by the Government of India and distributed betwecen
the Union and the States in the manner provided in clause (2).

(2} Such percentage, as may be prescribed, of the net proceers in
any financial year of any such tux, except in so far as those proceeds
represent proceeds atiributable to Union territories or to taxes pay-
able in respect of Union emcluments, shall not form part of tke Con-

| solidated 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 be prescribed.

!

(3) For the purposes of clause (2), in 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
proeeeds atiributable to Union territories.

{4) In this aiticle—
(a) “taxes on income” does not include a corperation tax;
{b) “prescribed” means—

(i} until a Finance Cummission has been onstituted, pres-
cribed by the President by order, and

(iiy after a Finance Commission has teen constituted,
prescribed by the President by order after considering
the recommendations of the Finance Commission;

(¢) “Union emoluments” includes 1l emoluments and pensions
payable out of the Consoclidat:d Fund of India in respect
of which income tax is chargeable.

Article 272—

Union duties of excise other than such duties of excise on medi-
cinal 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 shall be distributed among those States in

accordance with such principles of distribution as may be formulated
by such law.
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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:

.. Rrovided that there s‘hell be paid:out of the Consolidated Fund of
_,‘Indla as grants-in-aid of the revenues of a State such eapital and re- -
curring'sums- as may be necessarf tu"enable’ that State to meet the T
_ ., .costs of such schemes, gtude;v‘e}oynment as may be, u.ndertaken by the i
-~ 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 cf admm1strat10n of the Scheduled Areas therein to that
" of the administration of the Test of the areas of that State

Provided 1urt_her that tnere shall be paid out of the Consolidated
Fund of Indi:. as grants-in-aid of the revenues of the State of Assam
sums, capital and recurring, equivalent to—

(a) th: average excess. of- expendxture over the revenues during
" et f “th:two years unmed.late;,y ,precedmg the commex;,cement of
AR
RE— &mthls Consf1tgt1,3}}%n ree_eect of the, admmxst{etlon_wgtmt.he
tribal areas specl od in Part A of the table appended \o
paragraph 20 of the Sixth Schedule and

(ra) the costs 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#-

_tlon of the said areas to that of the administration of the
rest of the areas of that State,

- (2) Until provxsmn is made by Parhament under clause (1), e
. powers:conferred on Parliament’ {t#{@6r that clause shall be exercisable *
by +he President by order and any order made by the President: un&er el

this clause shall have effect subgect to any provision so made by
Parliament: :

Provided that after a ‘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 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 sach earlier time as the President considers necessarvy he
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order constitute a Finance Commission which shall consist of a Chalre
man and four other members to be appointed by the President.

(2) Parliament may by law determine the quqliﬁcations which
shall be requisite for appointment as members of the Commission and
the manner in which they shall be selected,

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

- (a) the distribution between the Union and the States of th:
net proceeds of taxes which are to be, or may be, divid:d
between them under this Chapter and the allocation “e-
tween the States of the respective shares of such proceuds;

(b) the principles which chould govern the gr.ants—in-aid of the
revenues of the States out of the Consolidated Fund of
India;

(c) any other matter referred to the Commission by 'he ’resi-
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 281—

The President shall cause every recommendation ma e by the |
Finance Commission under the provisions of this Constitut .on together
with an explanatory memorandum as to the action taker thereon to
be laid before each House of Parliament.

Miscellaneous Financial Provisions .

Article 282—

The Union or a State may make any grants for any public purpose,
notwithstanding that the purpose is not one with respect to which
Parliament or the Legislature of the State, as.the case may be, may
make laws. '



