APPENDIX T

PROVISIONS OF THE CONSTITUTION BEARING ON THE WORK OF THE FINANCE
COMMISSION

Article 268—

(1) Such stamp duties and such duties of excise on medicinalf and toilet preparations
ztl)se a;gﬂn(c:tntéoned in the Union List shall be levied by the Government of India but shail
ected—

(@) in the case where such duties are leviable within any Union territory, by the
Government of India, and

[€)] inbi)thcr cases, by the States within which such duties are respectively levi-
able.

(2) Tne proceeds in any financial year of any such duty leviable within any State
shall not form part of the Consolidated Fund of India, but shallbe assigned to that State.

Article 269—
(1) The following durties and raxes shall be levied and collected by lthe Government
of India but shall be assigned to the Statesin the manner provided in clause (2), namely:—
(@) duties in respect of succession to propsrty other than agricultural land;
(k) estate duty in respect of property other than agricultural land;
{¢) terminal taxes on goods or passengers carried by railway, sea or air;
(d) taxes on railway fares and freighrs ;

(&) ta.xei other than stamp duties on transactions in stock-exchanges and futures
markets ;

(f) taxes on the sale or purchase of newspaprs ard on advertsemerts prblisked
therein ;

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

(2) The net proceeds in any financial year of any such duty or tax, except in so far as
those proceeds represent proceeds attributatle to Union territories, shall not form part of
tne Consolidated Fund of India, but spall be assigned to the States within which that
duty or tax is leviable in that year, and shall be distrituted among those States in accordarce
with such principles of distribution as may be formulated by Parliament by law.

{3) Parliament may by law formulate principles for detcrmining when a sale of
purchase of goods takes place in the course of inter-State trade or commerce.

Artic le 270—-

(1) Taxes on income other than agriculrural incorne shall be lev.ed and collected by
the Government of India and distributed bevween the Union and the States in the marrer
provided in clause (2).

(2) Such percentage, as may be prescribed, of the net proceeds in any financial year
of any such tax, except in so far as those proceeds represent proceeds attributable to Union
emoluments, shall not form part of the Consolidsted Fund of Indja, but shall be assigned
1o the States witnin which that tax is leviable in that year, and shallbe distributed among
those States in such manner and from such tume as may be prescrited.
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(3) For the purposes of clavse (2), in each firarc’al year such percertige esmey te
prescribed of so much of the net proceeds of taxes on.rcome as coesrot repnseriale
net proceeds of taxes paysble in respect of Unfon emolrments shall be ceemed to represers
proceeds attributable to Union territories.

(4} In this article—
(@) “ taxes on income * does not include a corporation tax;

(b) * prescribed ** means—

(f) until a Finance Commission has been corsituted, prescrted bty ke
President by Oxder, and

(#) after a Finance Commission has been _constituted, prescrited by 1he
Peagt leat by Order afrer considering the rocormmendations of the " Finarce
Commission ;

{c) “ Union emoluments ” includes all emojumerts ard persiors rasttle cve of
thti Consolidated Fund of Irdia in respect of which ircome-tex ‘s ¢haige-
able.

Article 271

Notwithstanding anything in articles 269 and 27¢, Parlizmert may ¢t ary time r-
crease any of the duties or taxes referred to in those articies by a surcharge for purposes of

the Union and the whole proceeds of any such surcharge shall form part of the Consolidsted
Fund of India.

Article 272—

Union duties of excise other than such dutiey of excise on medicinal and tojlet pre-
parations as are mentioned in the Union List shallbe levied and collected by the Govern-
ment of India, but, if Parliament by law so provides, there shall be paid ovt of the Con-
solidated Fund of India to the States to which the law imposing the duty exterds sums
equivalent to the whole or any part of the net procceds of that duty, ard those sums shall
be distr Luted among those States in accordance with such principles of djsinbutor &g
may be formulated by such law.

Article 274—

(1) No Bill or amendment which imposes or varies any tax or duty in which States
are interested or which varies the meaning of the expression “ agriculture]l irccme ™ es
defined for the purposes of the enactments relating to Indisr ircome-tax, or which saffcct
the principles on which under any of the foregcing provisiors of th's Chapter moreys are
or may be distributable to States, or which imposes any such surcharge for the purposes
of the Union as is mentioned in the foregoing provisions of this Chsepter, shall te irnic-
duced or moved in either House of Parliament except on the réccmrmercatcr of 1ke
President. i

(2) In this article, the expression “tax or duty in which States are interested”
means—

(@) a tax or duty the whole or part of the net proceeds whereof are assigned to
any State; or

(&) a tax or duty by reference to the net proceeds whereof sums are for the time
being payable out of the Consolidated Fund of India to any State,

Article 275 -

(1) Such sums as Parliament may be 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 Parlimment 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 Statc with the approval of the Governiment of India for the purpose of promoting
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the welfare of the Scheduled Tribes in that State or raising the level of administration
?_;t the Scheduled Areas therein to that of the administration of the rest of the arcas of thar
rarc:

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

(@) the average excess of expenditure over the revenucs during the 1two
vears immediately preceding the commencement of this  Constitution
in respect of the administration of ¢he tribal arcas specified in Part

A of the table appended to paragraph 20 of the Sixth Schedule ;

and

(" the cost of such schemes of development as may be undertaken by
chat Siate with the approval of the (Government of India for the pur-
pose  of raising the level of administration of the said aress to that
5F the administration of the rest of the aveas of that State.

(27 Until provision is made by Parliament under clanse (1), the powers conferred
on Pasliwn-nt under that clause shall be exercisable by the President by order and any
order made by the Prosident under this clause shall have effect subject to any  provision
g0 made by Parhiamend:

Providod that after a Finance Commission has been constituted no onder shall
be made unuer this clwse by the President except after considering vz recom-
mendations of the Finance Commission,

Article 279—

(1) In the foregoing provisions of this Chapter, “net proceeds” means in relation
to any taz or dury the proceeds thereof reduced by the cost of collection, and for the put-
poses of those provisions the net procecds of any tax or duty, or of any part of any tax or
duty, in or attribuzable to any area shall be ascertained and certified by the Comptroller
and Aaditee-General of India, whose certificate shall be final.

(2) Subject as aforesaid, and to any ather express provision of this  Chapter,
a law made by Parliament or an order of the President may, in any case where
under this Part the proceeds of any duty or tax are, Or may be, assigned to any
State, provide for the matner in which the proceeds are to  be calculated, lor
the time from or at which and the manner in which any payments arc to  be
made. for the making of adjustments Helson onc financial vear and waother, and
for anv other incidental or ancillary maticrs.

Article 280—

(1) The Presudent shall, withot v years from wLie commencement ¢ this  Consti-
cution and thereaiter at the cxpiraton of cvery fifth year or at such carlwr time as the
President considsrs necessary, by order constitute a Finance Cor:. iissxnl which shall
consist of a Chairman and four other members to be appuinted by the President.

(2) Parliament may by law determine the yualificarions which shall be regui-
site 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 1o make recommendations to the
President as to—

{@) the distribution between the Union and the States of the net proceeds

of taxes which are to be, or may be, divided between them under
this Chapter and the allocation between the States of the respective

shares of such proceeds;
() the principles which should govern the grants-in-aid of the |revenues Jof the
States out of the Consolidated Fund of India;

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

(4) The Commission shail determine their procedure and shall have such powers
in the performance of their functions as Parliament may by law confer on them.
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Article 281—
The President shall cause every recommendation made by the Finance Commission

wunder the provisions of this Constitution together with an explanatory memorandum as
2o the action taken thereon to be laid before each House of Parliament.

Article 282~
The Union or a State

may make any grants for any pubic gu o0se; not
withstanding 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.



