
REGISTERED No. D-(D)-72

The Gazette of India
EXTRAORDINARY

PART II—Section 3—Sub-section (ii)

PUBLISHED BY AUTHORITY

No. 257] NEW DELHI, FRIDAY, JUNE 24, 1977 /ASADHA 3, 1899

Separate paging is given to this part in order that it may be filed
as a separate compilation

MINISTRY OF FINANCE

(Department of Economic Affairs)

NOTIFICATION

New Delhi, the 24th June 1977

S.O. 410(E).—The following Order made by the Vice-President acting as
President is published for general information —

ORDER

In pursuance of the provisions of article 280 of the Constitution of India and
of the Finance Commission (Miscellaneous Provisions) Act, 1951 (33 of 1951),
the Vice-President acting as President is pleased to constitute a Finance Com-
mission consisting of Shri J M Shelat, former Judge of the Supreme Court of
India, as the Chairman and the following four other members namely—

(1) Dr. Raj Krishna, Member, Planning Commission.
(2) Dr C H Hanumantha Rao, Director, Institute of Economic Growth,

Delhi.
(3) Shri H. N. Ray. Finance Secretary Government of India.
(4) Shri V. B. Eswaran—Member-Secretary.

2 The Chairman and other members of the Commission shall hold office from
the date on which they respectively assume office upto the 31st day of October,
1978.
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3. The Chairman and Member-Secretary , of the Commission shall render
wholetime service to the Commission Dr Raj Krishna and Dr Hanumantha
Rao shall render part-time service as members of the Commission Shri H N
Ray will render part-time service uplo the 30th June, 1977 and whole-time ser-
vice thereafter.

4. The Commission shall make recommendations as to the following matters:—

(a) the distribution between the Union and the States of the net proceeds
of taxes which .irj lo be, or may be, divided between them under
Chapter I of Part XII of the Constitution and the allocation between
the States oi 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 and the sums to
be paid to the States which are in need of assistance by way of
grants-in-aid of their revenues under article 275 ot the Constitution
lor purposes other than those specified in the provisos to clause (1)
of that article.

0. In making its recommendations, the Commission shall have regard, among
other considerations, to—

(l) the resources of the Central Government and the demands thereon on
account of the expenditure on civil administration, defence and bor-
der security, debt servicing and other committed expenditure or
liabilities;

(ii) the existing practice in regard to determination and distribution of
Central assistance for financing State Plans;

(m) the revenue resources of those Stutes for the five years ending with the
financial year 1983-84 on the basis of the levels of taxation likely to
be reached at the end of the financial vear 1978-79 and the targets •
set for additional resource mobilisation for the Plan;

fiv) the requirements on revenue account of those States to meet the ex-
penditure on administration and olher non-Plan commitmentH or
Labilities keeping however in view national policies, and priorities.
In assessing such requirements, the Commission shall takP into ac-
count—

(a) such provision for emoluments of Government employees teachers
and local body employees as obtaining on a specified date as the
Commission deem it proper and with reference to appropriate ob-
jective criteria rather than in terms of actual increases that may
have been given effect to, and

(b) commitments in regard to interest charges on their debt, transfer of
funds to local bodies and aided institutions;

(v) adequate maintenance and upkeep of capital assets and maintenance
(.v, » a e J ™ ' h 3 completed by the end of 1978-79, the norms, if any,

on the basis of which specified amounts are allowed for the main-
tenance of different categories Of capital assets and thp manner in
which such maintenance expenditure could be monitored being indi-
cated by the Commission;

Cvi) the requirements of States which are backward in general administra-
tion for upgradation of standards in non-developmental sectors and
services with a view to bringmH them to the levels obtaining in the
more advanced States over the period covered by the Report of the
Commission; the manner in which such expenditure could be moni-
tored, being also indicated by the Commission;

(vli) the scope for better fiscal management and economy m expenditure
consistent with efficiency; and

fviin the need for ensuring reasonable returns on investments in irrigation
( ' atilTpWer projects, transport under takes , industrial and com-

mercial enterprises and the like.
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V 6, The commission may .suggest changes, If any. to tie made in thft principles
governing tlio distribution among lha States of.—

(a) the net proceeds of anv financial year of estate duty in respect of pro-
perty other than <±gj icultural land;

(b) the net proceeds in any financial year of the additional excise duties
leviable under the Additional Duties of Excise (Goods of Special
Importance) Act 1957, m replacement of the sales tax levied for-
merly bv the State Governments on each of the following commodi-
ties, namely—

0) cotton fabrics;

(ii) woollen fabrics,

(in) rayon or artificial silk fabrics,

dv) sugar, and

(v) tobacco including manufactured tobacco.

Provided that the share accurlng to each State shall not be less than th«
revenue realised from the levy of sales tax for the financial year 1956-
57 in that State;

(c) the grant to be made available to the States In lieu of the tax under
the repealed Railway Passenger Fares Tax Act, 1957; and

(d) the grant to be made available to the States on account of wealth-tax
on agricultural property.

7, In making its recommendations on the various matters aforesaid, the Com-
mission shall adopt the population figures of 1971 in all cases where population is
regarded as a factor for determination of devolution of taxes and duties and
grants-m-aid.

R The Commission may moke an assessment of the nnn-Plan capital gap of
the States on a uniform and comparable basis for the five years ending with
1 J>RT?-84 In the light of such an assessment, the Commission may undertake ^
general review of the States' debt position with particular reference to the Cen-
tral L.nfms advanced to them and likely to be outstanding ns at the end of 1978-
79 and sures t appropriate- measures to deal wth thP r,on-Plan capital pap, having
regard inter alia to thr> nveral1 non-Plan tfap of the Slates, Iheir relative position
and thp purposes for which the loans have been utilised, and the requirements
of the Centre

9 The Commission mav review the nolicy and arrangements in repard to the
financing of relief pvpenrtiture by thf1 State-; affected bv natural calamities and
sugf^st such modifications as it consider^ ar/oronriate. in the existmp arrange-
ments having rogdrrl, among other considerations, to the need for avoidance of
wasteful expenditure

10, The Commission shall make- its report bv tho 31st October 197!? on each
of the matters aforesaid anH covering a period of five vears commencing from
the 1st dav of April, 1979, Tho Commission shall indicate the hasi<* on which it
ha1! arrived at its findings anrl make available the State-wise criteria adopted in
making modifications, if any, m the States' forecasts of receipts and expenditure.

New Delhi; B *> JATTT,

Dated, the 23rd June, 1977. "Vice-President acting as President

TNo. 13(2)-B(SV771

MANMOHAW SINGH,
Secy. (Economic Affairs)".
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