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L0&:36T QIBHTeDHH: FH6osT HHT6V GILI(HHF
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ST sa THevmsaflenr GTss WwasHer GFTenmHiule 6 (h
wrhleusSer amienins CsTL 1y nes SCpujerer odsefleT
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Q@rss wohEedr QHTewsCGur®h FMssl 19w Grss
QU(BLOTETHENSS ST SHHBHUSNG 1971 b yevr (D
wirhlevmigsefles waEEer Q&HTewdHemwis LG LB S
Qamrarer Geuetsr(BLD).

(iii) NersmPuw  Hewewsd @GP 96T O LiLem L ulev
125 FHaisSemHL LURTHESNGHE Geustsr BILb.

(iv) wrhevs@er BHs  jarey BUTGUTH  6UIBLOTGCT He0S
BT 1971 b YeWT(H Lo&GFHET OIBTENHS: FHGT HHIT6V
QLIrS& eupd QFTensuievy (LGHW euflends) 1982-83 (Lpsev
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(1) 1995-2000 auengullevTes goBSTT(HSEFHS SLOPBTH TsH QUIDenss FnmEiser
&GS Hur Hewllliyy BHG@GHL ufihaenr CFwis GCgmens ep. 312.45 GHTiIguIm@LD.
QBHSS5@ SBI T &ID, LOTH YT&FLD 75:25 TTH aFSSB6V LGS GSTews
auLpmEI % GeueuT (HILD.

(2) 2iggi_e, Quipewas Fhpmser GHls i sewlliy GsFuw HF eeimb
THURSSLILIBILD. QbBES5E LSS 9T FLD, LOTHGY ST HLD 75:25 eT6iTm alFS5F60
LGS CBTens auLpmIGLD. QBHF QuubenssF FhmLD GHSS S sewilliy) CHFIs
SUPeUTeL Bl(BURSGHLILIBID. S&HGHLPailey OGS 9T HLD, LOTHE) TFHLD BBIFHLD
UGG LD.



111

VI—0srL_rFa.
ufbpimy Haflar FHHEBD—OSTL TFF.
uGCarTrTals BP% &L
(LPSETEOLD Y MFHen.
(13)

()  ou@eurds HpuTHESPDSTH b, 44.00 CHrig

(i) a&meuev FewPsETS ep. 27.00 CHTig.

(i)  Peows FreweLEHEESEHTSH oh. 8.00 GHTLy.

(iv)  BwewnewriiLls LewllgehssHTas ep. 8.00 GxHmig.

V) $9s geop BpauTssews GbLBSGISHEHTS eh. 14.12 CHmig.
Vi) 9 BpurssSnsTs . 2000 Gamig.

(Vi)  w@pagieuls Liewlls@nssTs e 2100 Gaig.
(viil) QT &85 FvalsHTsEs op. 13.00 CHmig

(iX)  werafls @pbenssHEnds@Hs Hewlled LUIDFSHTS e5.12.47 CaHmig..

X QuTs BrVSHRISERGHTS eh. 680 CHTiy.

X)) wrys QeFsveumisewarts LITEFTSHS em. 10.00 Gamig.

(Xi))  QsreTewowTeT HVSHLY BEOTLI LITHISTSBXGHTSE oh. 18.47 Gy
(i)  sefll NrFPenca HehsHTS b 49.00 GsHrig.

B%)5@Lp LomhlevmSalleT S _IL_GHFTIT aU(heUTII SH6wTHend om] ey CFuis) eniow TFer el relnGLileT S _L_ehamgm
QU(BGUTII SHeRT&HFGV LIHDTEHSGEDUEnL_IL LOTHGVEISE@hSG LDDTSGD Testliinms 2000-2001 (Lpsev 2004-2005 euenguievr et
abSTET (HFH@BHS . 35,359.07 CHmig. LfhgienT S5eTers). SLOpsFSenSL OILITNSSaIenT ool T FT aurflliLFraln@Liisr
LDDTSHGD (JeVeney 6TeTn FHellSsLiLL L FTe0 TFweveniolil|dF Fi_1_sGer 275 (1) LIMeleTSLp LIDMTHGen Lomestluib
ufbgienTsasLiLIL_allevenev.

1) agpGsarGar penL_(evpuigerer @Quinenss FPpEISET GUSS ST Sewllliy BSulener eoww T&Hib LTH 9T&ib
75:25 e16tTp @lHBSHv GSTL_Tevmid. @&V SLPFTL (H&@ LMBSIDTSSUILIL L Qrss GETens eF. 56714 CHTIguim@Lb.
QOBs5s5 GsTansuiley eniow TFeT LIBIG oh. 42536 CHTIQITHeD TH TFleT LB ef. 14178 GHTIQITHeD (Q)(HSESLD.

(2) Quibenss Enpmser @mss Swr sty CsPuw BHF (NFCR) spGurasi BleneuuiledBhg BnigsLiu_eorLb.

@)  Qubenss Enpriser Ghss a@iurrT Csdw Geewey (NCCF) geiny ep. 500 Gsriy. eneuliLy GETensiyL_eT enLowl T &et
QuUTEIS FHETEH THURSSLILIGD. Qbs OFwalarsPnasTear YHTr eoiowl HTFer eufsefler Wasrer Gosveur
NS0 Bhg F®H GFULILIBLD.
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LW 9 TF  LTHlev
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(6)

UDTUS BDS SLp-

O]

1974-75 @wpsHev  1978-79  auenTuileveur
BSTET (DS HTVSHDEG eF. 87.05
Cariy (LHLIS®).
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13. B9 BireursdF FreoioliLyd FIL L Lb
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TpTAUS HBHE SLp.

®)

(<)) @bSTETOS S L & FTOSBDGS

FL_GOTHGT, (LPGIT LIGST BISFGIT, &eUGH 6T I
STV OTeW6  LOTHMIGH LOLILISEST

eLpeuLd e, 49.93 Gamig (LHLILTE).

(<)) Py CaFiiiys s1_er Gsmens ep. 19.71

Gary  HpLigF  QFedhgieusn@L
uPers, 1983-84-v F(HLLIF
QeassLiLiBGauensg 1979-80  (LpH6L
1983-84 cuewguilev HlMISS) eweudd H%Hd
Gup ufbger (WPLI®) CFuiss).

B 5D

B)swswr LIL|
BH&E Gupdmer OzNalss

TL L _maug BBS S(Lp.

9)

Csrogms  epever L
uppTEGeen, Wensl LUDHMS
Qsrevsemwun Hr CaFlliys
FL_GTHWaTUD F(HLILIG QFHTHSS
pa 2drar  Q&mens6wer s
F60T SO BB HHLILIL_ LS.

1984-85 b e (® auenguievrer

STVSHFDGF Fy CFlliys
FLewerd  FBLLIF  GlFeyddeud)
PSHLICLITL L’ 1 5.

1984-89 Fmev jarailey SLOPBTL (H&HSE

@ Lp MBI & LD & L_GOT & 60 @T U] LD,
(Lp GOT LI GWST MBI S 6W @T W[ LD &) (1h LI L9 &F
@ F e &I LD & T 6V & 60 &
LOTHOIIEHLOLILIGET eLpevd GIOT S
HL_6T BleuTeuTLd eh. 28.19 C&Hmiguwims

QBESGLD (LGIIIE).
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geiT HSTNS] BS &Lp-

| 1989-90

(10)

1986-87 ommyib 1987-88 (Qev LOSPUI TFTV LOTHIGVEIFH @S5S
QULPBISLILL_(ReTer SHL_eTgHenaris GLITmISHIOL 1960 b
et (hsaflev Flevailis (LpeT BFLBBNT TS UML_GF) ST T 6T LOT S,
YT HSDIL_L_ QSFIFHBHL_19 6V QUGDTIINSHHLILIL_L_ BleuT T 6w &
QFevallaTBIS@rS&G 5 FHAISSFNGL Cevrssd In(hHev
L 256l aupmIGaISET pevid 1989-90 @b GlFass
Geuenorigur GopLig &HL_eT&H@h&HG Ul _1g. OFe&aIeuBe)Lb
FL_6T FBLLNF GFeSHI6UBGYID FL_ 6T HeUCHGHT HiT6if]
eI aupmsLiL_ Geueust(HILD.

(i)

(i)

(iii)

(iv)

|
1990-95
(11)

FnCFLALIy Uk OFTensHulel(Hhd LSS T 5H
aflG@Ld FL_eTHenarts GILITMIGHLOL 19 GUTGT GUTLDL,
Bupsmarsaflcy eTeualls LTHPUPLD @)(HEHSHTL_TS.

ST Ss WwThomisamerts QUTMSSOL 1§ 6V,
Lo BleVIBIS @ 5% @0bbITauT (HF@eL (1984-89) QULpmISLILIL_ 1,
wrhlevd S L L1 LIGRHH@BSHHTET HL_6TSH6T  LOHMILD
31-3-1990 b BTG MIGTOTAUTY FlOVIGHAUUITS 2 6TeT
Qsrensser eetm CFzTGSLLIL®), 15 YTHSHHT6V
arailey HHLILNG QFTHGHS Hdhd euend GlFwnliiL
GeueuT HLD. (LpHeV BSHTET (RS &HTev gaTalley (1990-95),
SUOpFETL_enL L1 GQuTmissior 1960, FHLlF GlFeiss
CGouewwrigw OQorensullesr yerey, HnGLmserer
<y Linen_uiev OFeyshs Ceuetrig i GHTewsHenws ail_
10 556i% 2aTINGS GHODAUTETSTS Q)(H5H5 Gaueter (HLb.
1990-95 b Y@THS FTev Yarailey SLPBHTH), @)bS
awemailey GoTsssHev ep. 3431 Camiy erelD@L
LGS <{GDL_ILJLD.

1990-91 gy1b w19 QN(HHG, LOTHIVS B _L_51FHGH ST
wsHw yrRer Cprigd S ersHer, SHBLLIF
QFeVISSLILIL_CauetiTiq Il HT6V jaTenel 20 6T (HSeTTHLI
QDM (5EHEGHLD. DdhGHIL_atT, HL_6T GlBTemsHuiey 50 FHals
QaTens 5 YSTHF FIWSE HTE IATEDAUILD
QUIDD (5@ LD.

1986-89 gyib YewT(HIFafley UDL_FII  LIGHTFHGEHSHTS
T HeVBRISEESE  UPBISLILIL (B, 31-3-1989 yb BTeT
BleveurLiLig. Blevieovauuirs (3)(bbs FL_eT CBTSHHENT S
S SFHO(hHA HeT@nLy. GlFuigiel . Geouess (h)Lb.
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B)swswr LIL|
BH&E Gupdmer OzNalss
uSSTUS FFS &L

(12)

) () yemerrs LOITIFl6VMRIF @R LD F FITHOGTUL_T (Qen6oaT b ©)LITHISHFHL_GT
(<>1) &3l @3S 2 ] bd =
Bleurgentd S _L_Lb eeTmjLD.
(i) A QUB(BSHHIQUIGTAT  LOTEGUEIGET, SPMLIL] QUHSF  LOTHGEISET
&bs B(HSHHLY-UL] UL
seflsgmeueTid GlFay s GouesiTiy s HL_cT LITFFenTH6T 2 6TaT LOMBEGUAIGET
YFweunmissTer GO L BeuTrent 2 gHelluiefs@Gd S L LD @6TmILD
GlFwevLIRGHLILIGILD.

(<) Ourg eass 2560l CFTassH S L SPTSH)  SOPBTL Y DHESG DS
Qaunuti’ 1 Feurgenrsd GFTens, UPBISLILERL ST Yaralbd ep. 3117
Camiguiadmpgl op. 62.34 CHmiy arewguileyd Q)HSHGLD.

2 GTGTTL_&) LOGIT DIBIF@FHHTET LOTGHILIIEnSHUINGD, LOTHGVEIHERSEHd Hewl_&@b QLomss
wmesid em. 5,380.93 GaHmig. 9y&ib. @&, 1996-97 b yeverig I(Bhs OIHTL_mIS
4 &FLD HeIHETHaT6V QULPBISLILIHILD. @bLomeiiugSlev, 1996-97 4ib 46wty cO(BhES)
1999-2000 yews(H) UHTUNGVTET BTGTHTET(H HT6L TN SLOLPBTL 19 6T
umkGs Osmens op. 402.86 G&TLy. SLD.
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ussTaUS HFF GpeleTTed YMUPSLLGSSILIL_ L BS FTseerT T QevenThs GLITSIS SH_6T Heurrenrd S L b

0]
(i)

(i)

B FTL_ (LpSHN THDEISEFL_6T GSTL I UMb T Sl (H6Tend.—

UG @QUBLIIDSTET (Lpest GarrppSFeneT yarai® GlFun smrewnt (3)Terig D@L LFGUTS STTeut] ebensLl LILIGT LIBSSIS6.
Qumgl e2m&s 2.5als CFTwas FL_L_SHTGHL FH_er Heumrgenrd Gup sHGUTGETeT 10 FSaIFSD H_6T SH(HLLI
QFVIHHIFHD 6TeiTLIG 25 FSAMRBLOTS 2 IITSHSLILIBILD.

QUBGUTII  GUTeweU el RGBT  orPwevenoriy ey 275 ()@ eupBISLIL@LD QUGBTI  LIDDITHGHED
wrelidbensd  CFidsHddnl M.

2 GTATTL_ &) 9eWLOLIL|FH@hEHS LOT 6o IIIBISHGT—

()  ewerTsg LTHeEISE@hSHGD 2000-2001-24b H%) YeTIg QI(FhESI 5 YBTHFH@HSSG @REICUTH YeTHIHGLD 20175
SYOLOLIL|SH@5E 51600 GHTiguyid, BHTLLD HeOLOLIL|H@5SG 5400 CHmigud BFS @p UMBSIENT 5HS/6TTS).

(2) @B FTmip 2ergm FFHET WHID QewL_Lii L eTallevTer 2ery L FFHafleT FHewTshEGHear LTTMES eF. 9860.72
Gamiguib, 2 6TerTL_§ ewioliyFefleT BB YsTIRISET QST TLTET SFHaucvFenard CFafLLSHHTS 5200 GHTig b
(pBH6V OIFGGIGSTLOTS 9eHLOUJLD.

(3)  Bauperer wrefliub ySPuiTeuPus Liewils@ps@GL LeTUBSSLILIL. GauetBb. @b LomeisS el (bl FLOLIGT BIS6T
Lopmitb earGuwimiger QsmL_umest GFevalermiser GHOFHTETarTd: Fnl M.

(4) 2@TarTTL_&) 9eWLOLIL|S@hSHTET LTSSk 2907 eHLOLILIHEHHS, oF. 9322.36 CHTIQULD BSHTLILID DOLOLIL|SEHSSE
em. 3867.34 G&miguyb 2000-2001 9yb BHSWITewTI QN(BHSHI 5 YWTHFH@5SHGHS SUOPHTL_19 D& PIOGUT(H et (B ESLD
RBISSLILIL_(BGT AT .

ugCarrrmals BFS Gup 2000-05 ewT@H)FHefiev LT HeEISGT aU(BeUTILI FETEH BB LIDDTSSGEDDEOIL GO EGLD
QuTBL® B BHieurs Frewolis FI L 1D @eTHNET WeTSHs LOTHVBISEEHGHD LM bESHIHT 55H/6T6TS).

Q)BDHTSH, @B LIGHHETTE MIobd 20155 HF) G6THEHET IO T F HeWLDSHGLD. 2000-05-D&S FIL_L_@HFTITT Q(HaUTILI
FETEH LDDTSGEnD WTestloTs Uufbsenrssiii’ L wrealigssey 15 alpssThIFer Bnis% weusSLL_ () 26155
BPUNT LGS ‘9f —eUTH YeOLOU(LD (LIeHeTSHHLILIL L 2 56 LOTEIILD). eU(BUTIL FEWTSHHV LIDDITHGHD LOT6sIiGSHev
15 afl(psFTHH@%G FLTS il YrFer BF OCoasaisel T 20155 BT UGS ‘D) 2 (BeUTSHSLILIBILD

(21555 OB Ten ).

Qb5 201555 OFTS YMTHS LOTHGUBIFERSGLD ULPBEIGSLILIBLD. 1971-21d et (h &S _OFHTens &ewt SH0l%HH LILNeT
g Lien_ullev omhlevBIFERs@& YTibl 5GBS OCBTmS: FeTsHL_L_ HeTerd. ealOeuT(h HyewTHLD K% Bierss
Freniolifer pevL_(LpennLiihS5I5606T 2aTeysGHNLI LOTHeVEIFEEEE 201555 CGTens QULPBISLILIBILD. 2000-05 YEHTIY DG
SLOPBTL_ 19 DG 21555 CBTEFHWITS oF. 402.36 CSHTLY @&FISHFLILIL_(RETOTS).

BPG Gp ufbgenTss HS Hireurs FroHmss araGasTevseafleTiiy. TH &yTHsefl_LBhS HS BireuTs Freviolis
G L_GengL Glumibd GLImBL_(h) Se6T STewtlliLd @(Lp QTN DL TFT6V HEieIILIBILD. QFHV TenesTi 2 YL IL6uT T S L_ 65T
S5 Gupaler LTS BESser, enioiw FF) SjewLodFaFHid opmib LoTHlev oFasefle LNTHEFF6T FEuITT 2 LI Nes T HeT TS
@)L,



Items.

()

1. Income Tax—

(a) Basis

(b) Divisible pool.

(c) Percentage—Share of
Tamil Nadu.

2. Union Excise Duties—

(a) Basis

First Finance
Commission.

)

80 per cent on population
and 20 per cent on
collection.

66 %/, per cent of the total
net proceeds.

15.25 per cent (for composite
State of Madras prior to
State re-organisation) of
the divisible pool.

On percapita basis (i.e. on the

basis of population).
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Second Finance
Commission.

©)

90 per cent on population and
10 per cent on collection.

60 per cent of the total net

proceeds.

8.40 per cent of the divisible

pool.

90 per cent on population and
10 per cent for adjustment.

Third Finance
Commission.

(4)

80 per cent on population and
20 per cent on collection.

66 %/, per cent of the total
net proceeds.

8.13 per cent.

Basis of population, financial
backwardness, ratio of
Scheduled Caste, etc., and
disparity in the levels of
development.



—VII

THE FINANCE COMMISSIONS.

Fourth Finance
Commission.

(®)

80 per cent on population and 20
per cent on collection.

75 per cent of the total net proceeds.

8.34 per cent.

80 per cent on population and 20
per cent on relative economic
backwardness.

119

Fifth Finance
Commission.

(6)

90 per cent on population and 10
per cent on collection.

75 per cent of the total net proceeds
including advance collections.

8.18 per cent of the divisible pool.

80 per cent on
per cent on
backwardness.

population and 20
relative economic

Sixth Finance
Commission.

U]

90 per cent on population (1971 Census)
and 10 per cent on collection.

80 per cent of the total net proceeds
including advance collections.

7.94 per cent of the divisible pool.

75 per cent on population (1971 Census)
and 25 per cent for economic
backwardness.  The inter - se
distribution of the portion due to
backwardness should be in relation
to the “distance” of a State’s
per capita income from that of the
State with the highest per capita
income multiplied by the population
of the State concerned according to
1971 Census.
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1. Income Tax—Cont.

(a) Basis

(b) Divisible pool

() Percentage— Share of Tamil Nadu.

2. Union Excise Duties—

(a) Basis—
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Seventh Finance
Commission.

®)

90 per cent of the net proceeds after
deducting a sum equivalent to 2.19 per
cent attributable to Union Territories,
shareable on population basis and 10
per cent on collection.

85 per cent of the net proceeds of taxes
on income, except the portion
representing the proceeds attributable
to Union Territories.

8.048 per cent of the divisible pool

The basis for divisible pool of excise will
be determined giving equal weight at
25 per cent each, i.e., to (i) the
population factor; (ii) the inverse of the
per capita State Domestic Product; (iii)
the percentage of the poor in the State;
and (iv) the formula of revenue
equalisation as worked out by the
Finance Commission.

Eighth Finance
Commission.

9)

90 per cent of the net proceeds is

allocated by giving weightage of 25
per cent to population, 25 per cent
to the inverse of per capita income
multiplied by population and 50 per
cent to the distance of per capita
income—(i.e., by applying the same
principle of allocating the
predominant part of the States’
Share of Union Excise Duty), after
distributing 10 per cent on the basis
of contribution.

The portion assignable to the States

shall be arrived at, after deducting
(a) Union Surcharge, (b) Share
attributable to Union Territories
which is 1.792 per cent, (c) Tax on
Union emoluments, (d) Cost of
collection (attributable to Income-
Tax) and (e) Miscellaneous receipts.
From the balance of the net
proceeds, the States' share shall be
only 85 per cent.

7.565 per cent of the divisible pool with

Sikkim and 7.567 per cent of the
divisible pool without Sikkim.

(i) One-fourth (25 per cent) of the divisible

pool should be distributed among the
States on the basis of the 1971
population (The share is based on the
1971 Census of population—in the
aggregate of all States' population).

(i) Another one-fourth (25 per cent) should

be distributed on the basis of inverse of
per capita income (consideration to
backwardness). The 1971 population of
the State has been weighted with the
inverse of the average per capita income
(for the triennium 1976-77 to 1978-79) to
get an income adjusted total population.
The share of the State is determined by
percentage of income adjusted total
population of that State to the aggregate
of the income adjusted total population
of all States.

(iii) The remaining 50 per cent should be

distributed on the basis of the distance
of per capita income—the per capita
of any State during the triennium
1976-77 to 1978-79 from that of the State
which has the highest average
per capita income, which is Punjab.
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THE FINANCE COMMISSIONS—cont.

Ninth Finan?e Commission.

[
1989-90

(10)

90 per cent of the shareable proceeds of income-tax be distributed
by giving weightage of 25 per cent on the basis of population
in 1971 ; 50 per cent on the basis of distance of the per
capita income from the highest per capita income State
multiplied by the 1971 population; 12% per cent on the basis
of inverse of per capita income multiplied by 1971 population
and 12% per cent on the basis of proportion of poor people
according to the estimates for 1983-84 made by the Planning
Commission.

The portion assignable to the States shall be arrived at after
deducting, (a) Union surcharge (occasional), (b) Share
attributable to Union Territories, viz., 1.044 per cent, (c) Cost
of collection (attributable to Income Tax) and (d)
Miscellaneous receipts. From the balance of the net proceeds,
the States’ share shall be only 85 per cent.

7.614 per cent of the divisible pool with Sikkim, and 7.616 per
cent of the divisible pool without Sikkim.

(i) 25 per cent should be distributed among the States on the
basis of 1971 population.

(ii) 12.5 per cent should be distributed among the States on the
basis of Income Adjusted Total Population (IATP). For
calculating IATP, 1971-Population of the States should be
weighted with the inverse of the average per capita income
for the triennium 1982-83 to 1984-85. The share of a State is
to be determined by the percentage of the income adjusted
total population of that State to the aggregate of the income
adjusted total population of all States.

(iii) 12.5 per cent should be distributed on the basis of poverty
ratio, i.e., the proportion of the number of people below the
poverty line in a State as computed by the Planning
Commission for 1983-84 to the total of such population in all
States.

(iv) The remaining 50 per cent should be distributed on the
basis of distance of per capita income of any State during
the triennium 1982-83 to 1984-85 to that of the State having
the highest per capita income other than Goa, i.e., Punjab,
multiplied by its 1971 population. The share of Punjab and
Goa will be determined with reference to the distances of the
next State, i.e., Maharashtra from Punjab.

1990-95
(11)

The shareable proceeds of income-tax be distributed by
giving weightage of 45 per cent on the basis of the
distance of per capita income of a State from that of the
State with the highest per capita income multiplied by
the 1971 population of the State; 22.5 per cent on the
basis of the population of State in 1971; 11.25 per cent
on the basis of a composite index of backwardness; and
11.25 per cent on the basis of the inverse of per capita
income multiplied by the population of the State in 1971;
and 10 per cent is to be distributed on the basis of
contribution.

The portion assignable to States shall be arrived at after
deducting 1.437 per cent being the share attributable to
Union Territories, and from the balance of the net
proceeds, the States’ share shall be only 85 per cent.

7.931 per cent of the divisible pool with Sikkim.

(i) 25 per cent should be distributed among the States on the
basis of 1971 population.

(i) 12.5 per cent should be distributed on the basis of
Income Adjusted Total Population (IATP) (for calculating
IATP, 1971 population of States should be used).

(iif) 12.5 per cent should be distributed based on index of
backwardness.

(iv) 33.5 per cent should be distributed on the basis of
distance of per capita income (New Series) of a State
during 1982-83 to 1984-85 from that of the State having
the highest per capita income (as indicated in para 5.8 of
the Final Report) multiplied by its 1971 population.

(v) The remaining 16.5 per cent should be distributed among
the States with deficits after taking into account their
shares from the Income-tax, Excise duties under clauses
(i) to (iv) above. Additional Excise Duties and the grant
in lieu of Repealed Tax on Railway Passenger Fares. The
distribution should take place on the basis of the
proportion of deficit after devolution of each State to the
total of all States’ deficit.
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1. Income Tax—Cont.

(a) Basis

(b) Divisible pool.

(c) Percentage—Share of
Tamil Nadu.

2. Union Excise Duties—

(a) Basis
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Tenth Finance Commission.

(12)

(i) 20 per cent on the basis of population of 1971.

(if) 60 per cent on the basis of distance of per capita income.
(iif) 5 per cent on the basis of new concept of area.

(iv) 5 per cent on the basis of index of infrastructure.

(v) 10 per cent on the basis of tax effort.

The portion assignable to States shall be arrived at after deducting 0.927 per cent
being the share attributable to Union Territories, and from the balance of the net
proceeds the States’ share shall be only 77.5 per cent. The receipts on account
of interest recoveries and penalties will also form part of divisible pool.

6.637 per cent of the divisible pool.

(i) 20 per cent on the basis of population of 1971.

(i) 60 per cent on the basis of distance of per capita income.
(iii) 5 per cent on the basis of new concept of area.

(iv) 5 per cent on the basis of index of infrastructure.

(v) 10 per cent on the basis of tax effort.
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Eleventh Finance Commission.
Main Report.
(13)

The system of Devolution of individual taxes ceased to exist w.e.f. 1-4-1996 in view of the Constitution (Eightieth) Amendment.
The share of the States is fixed at 28% of the net proceeds of all taxes and duties referred to in the Union list except the
taxes and duties referred to in articles 268 and 269 and surcharges and cesses. In addition, 1.5% of all shareable Union taxes
and duties be allocated to the States separately in lieu of the share in the net proceeds of Additional Excise Duties and
deletion of article 272 of the Constitution. Tamil Nadu’s Share in the divisible pool is 5.385 per cent.

The system of Devolution of individual taxes ceased to exist w.e.f. 1-4-1996 in view of the Constitution (Eightieth) Amendment.
The share of the States is fixed at 28% of the net proceeds of all taxes and duties referred to in the Union list except the
taxes and duties referred to in articles 268 and 269 and surcharges and cesses. In addition, 1.5% of all shareable Union taxes
and duties be allocated to the States separately in lieu of the share in the net proceeds of Additional Excise Duties and
deletion of article 272 of the Constitution. Tamil Nadu’s Share in the divisible pool is 5.385 per cent.
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2. Union Excise Duties—cont.
(b) Divisible pool.

(c) Percentage—Share of
Tamil Nadu.

3.Additional Excise Duties—

(a) Basis

(b) Divisible pool

(c) Commodities.
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First Finance
Commission.

)

40 per cent of the net
proceeds.

16.44 per cent of the divisible
pool (for composite State of
Madras prior to State
re-organisation).

Not levied during 1952 to
1956.

APPENDIX

ABSTRACT OF THE RECOMMENDATIONS OF

Second Finance
Commission.

©)

25 per cent of the net

proceeds.

7.56 per cent of the divisible
pool.

Based on population and
collection of sales tax.

Net collection of Additional
Excise Duties after
excluding 1 per cent for
Union Territories and 1.25
per cent for the State of
Jammu and Kashmir.

Sugar, Textiles and Tobacco.

Third Finance

Commission.
(4)
20 per cent of the net

proceeds.

6.08 per cent of the divisible
pool.

Existing basis.

Net collection of Additional
Excise Duties after
excluding 1 per cent for
Union Territories and 1.50
per cent for the State of
Jammu and Kashmir.

Sugar, Textiles and Tobacco.
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Fourth Finance
Commission.

(®)

20 per cent of the net proceeds.

7.18 per cent of the divisible pool.

Based on the proportion of sales tax
revenue realised in the State to the
total sales tax collected in all States
taken together.

Net collection after deducting 1 per cent
for Union Territories, 1.50 per cent
for Jammu and Kashmir and
0.05 per cent for Nagaland.

Cotton fabrics, silk fabrics, woollen
fabrics, rayon or artificial silk fabrics,
sugar and tobacco including
manufactured tobacco.

Fifth Finance
Commission.

(6)

20 per cent of the net proceeds.

6.50 per cent of the divisible pool.

Based on population and proportion of
sales tax revenue realised in the State
to the total sales tax collected in all
States put together.

Net collection after deducting
2.05 per cent for Union Territories,
0.83 per cent for Jammu and Kashmir
and 0.09 per cent for Nagaland.

Cotton fabrics, silk fabrics, woollen
fabrics, rayon or artificial silk fabrics,
sugar and tobacco including
manufactured tobacco.

Sixth Finance
Commission.

U]

20 per cent of the net proceeds.

7.43 per cent of the divisible pool.

70 per cent for population, 20 per cent
for State Domestic Product (State
Income) and 10 per cent for
production.

Net collection of Additional Excise
Duties after deducting 1.41 per cent
for Union Territories.

Cotton fabrics, woollen fabrics, rayon or
artificial silk fabrics, sugar and tobacco
including manufactured tobacco.
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2. Union Excise Duties—cont.
(b) Divisible pool.

(c) Percentage—Share of
Tamil Nadu.

3.Additional Excise Duties—

(a) Basis

(b) Divisible pool

(c) Commodities.
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Seventh Finance
Commission.

®)

(i) Entire net proceeds of the Union Excise Duties
on generation of electricity should be paid to
each State in an amount equal to the collection
in or attributable to that State;

(ii) out of the balance of net proceeds other than
the net proceeds relating to the Union Excise
Duties on generation of electricity, 40 per cent
shall be paid.

7.637 per cent of the divisible pool.

(i) Sugar.—The share of each State in the total
of the average despatches in the year, i.e.,
based on consumption.

(ii) Tobacco and Textile.—The share of each
State will be based on “Income”. The average
percapita State Domestic Product of each
State (1973-74, 1974-75 and 1975-76) is
multiplied by the population of the State
according to 1971 census and the percentage
share of that product of each State in the
corresponding all States total figure (The
percapita State domestic product at State
current prices for each State as furnished by
Central Statistical Organisation).

Net collection of additional excise duties, after
excluding 3.271 per cent from the proceeds
of the additional excise duties on sugar and
2.192 per cent from that of textiles and
tobacco towards Union Territories.

Cotton fabrics, woollen fabrics, rayon or artificial
silk fabrics, sugar and tobacco including
manufactured tobacco.

APPENDIX
THE RECOMMENDATIONS OF

Eighth Finance
Commission.

9)

(i) The divisible pool shall exclude the
duties collected under the provision
of Additional Excise Duties (Textile
and Textile Article) Act, 1978 and
cesses earmarked by law for special
purposes and the Excise Duty on
generation of electricity.

(ii) 45 per cent of the net proceeds shall be
the States’ share. 40 per cent of the
shareable net proceeds shall be
distributed among all the States.

(iiif) The balance of 5 per cent of the net
proceeds is to be shared among the deficit
States only.

(iv) The net proceeds of the entire
excise duty on generation of
electricity should be distributed
among the States in an amount
equal to the collections in or
attributable to that State.

7.317 per cent of the divisible pool.

Additional Excise Duty on sugar, textile
and tobacco shall be distributed by
giving equal weightage to State
Domestic Product and population.
The average State Domestic Product
of the States for 1976-77 to 1978-79
and the population figures as given
in 1971—Census were taken as the
base to work out the share of the
States on Additional Excise Duty.

Net collection of Additional Excise
Duties, after excluding 2.391 per cent
attributable to Union Territories.

Sugar, textiles and tobacco.
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Ninth Finan?e Commission.

[ |
1989-90 1990-95

(10) (11)

(i) The divisible Pool shall exclude the duties collected under (i) The divisible pool shall exclude the duties collected under the

the provisions of Additional Excise Duties (Textile and Textile provision of Additional Excise Duties (Textile and Textile
Articles) Act, 1978 and shall also exclude the earmarked Articles) Act, 1978 and shall also exclude earmarked Cesses.
cesses.

(ii) 40 plus 5 per cent of the net proceeds shall be the States' share. (i) 45 per cent of the net proceeds shall be the States share and
(a) The 40 per cent shall be distributed among all the States; and shall be distributed among all the States.

(b) The balance of 5 per cent of the net proceeds is to be
distributed among the deficit States, after taking into account
their shares from the devolution of all taxes and duties, including
the shares of excise duties under (a) above as also the grants
in lieu of the repealed tax on Railway Passenger Fares. The
distribution should take place on the basis of the proportion
of deficits of each State to the total of all States' deficit as
worked out by the Commission.

7.785 per cent of the divisible pool. 6.379 per cent of the divisible pool.

Additional Excise Duty on Sugar, Textile and Tobacco shall be  The Additional Excise Duties on sugar, textiles and tobacco

distributed by giving equal weightage to State Domestic shall be distributed by giving equal weight to State
Product (SDP) and population. For this purpose, the estimate Domestic Product (SDP) and population. For this purpose
of State Domestic Product is averaged for three years, viz., the estimate of SDP is averaged for three years viz.,
1982-83 to 1984-85, and population figures are based on 1971 1982-83 to 1984-85 and the population figures are based
Census. on 1981 Census.

Net collection of Additional Excise Duties, after excluding 2.023 ~ Net collection of Additional Excise Duties, after excluding
per cent attributable to Union Territories. 1.903 per cent attributable to Union Territories.

Sugar, textiles and tobacco. Sugar, textiles and tobacco.
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2. Union Excise Duties—cont.
(b) Divisible Pool.

(c) Percentage— Share of Tamil
Nadu.

3. Additional Excise Duties—

(a) Basis

(b) Divisible Pool

(c) Commodities.
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Tenth Finance Commission.

(12)

47.5 per cent of the net proceeds will be the States' Share and be distributed as follows:
(i) 40 per cent shared among all States.
(if) 7.5 per cent allocated to deficit States.

6.637 per cent of the Divisible Pool.

50 per cent to population according to the 1991 census, 40 per cent to the average
of State Domestic Product for the three years 1987-88 to 1989-90 and 10 per cent
to the average collection of State Sales Tax (excluding Inter-State Sales Tax) for
the three years 1990-91 to 1992-93.

Net collection of Additional Excise Duties, after excluding 2.203 per cent attributable
to Union Territories.

Sugar, textiles and tobacco.
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Eleventh Finance Commission
Main Report.

(13)

I(a) The system of devolution of individual taxes ceased to exist w.e.f. 1-4-1996 in view of the Constitution (Eightieth)
Amendment. The share of the States is fixed at 28% of the net proceeds of all taxes and duties referred to in the Union
list except the taxes and duties referred to in articles 268 and 269 and surcharges and cesses. In addition, 1.5% of all
shareable Union taxes and duties be allocated to the States separately in lieu of the share in the net proceeds of Additional
Excise Duties and deletion of article 272 of the Constitution. Tamil Nadu’s Share in the Divisible Pool is 5.385%.

Sugar, textiles and tobacco.



Items.

()

3. Additional Excise
Duties—cont.

(d) Percentage— Share of
Tamil Nadu.

4. Estate Duty—
(a) Basis

(b) Percentage— Share of
Tamil Nadu.

5. Wealth Tax on Agricultural
Property— Basis

6. Share in the Grant in lieu
of tax on Railway
Passenger Fares—

P4-15/D/Bud-2007/New-App-V1I-4

First Finance
Commission.

)
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Second Finance
Commission.

©)

Rs. 285 lakhs of guaranteed
proceeds and 7.74 per cent
of the excess over the
guaranteed proceeds.

Collection, population and
gross value of immovable
property in the State.

8.4 per cent.

At 6.46 per cent of the
divisible amount.

Third Finance
Commission.

(4)

Rs. 285 lakhs of guaranteed
proceeds and 9 per cent
of the excess over the
guaranteed proceeds.

Existing basis.

7.80 per cent (based on
revised population).

Adhoc grant of Rs.81 lakhs,
in lieu of tax on Railway
Passenger Fare is payable
to Tamil Nadu State.
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Fourth Finance
Commission.

(®)

Rs. 285 lakhs of guaranteed proceeds and
11.13 per cent of the excess over the
guaranteed proceeds.

Collection, population and gross value of

immovable property in the State.

7.80 per cent

At 5.81 per cent of the divisible amount.

Fifth Finance
Commission.

(6)

Rs. 285 lakhs of guaranteed proceeds and
9.63 per cent of the excess over the
guaranteed proceeds.

Same basis.

7.83 per cent.

At 5.54 per cent of the divisible amount.

Sixth Finance
Commission.

U]

7.27 per cent of the divisible pool.

Same basis.

7.61 per cent.

In proportion to the value of agricultural
property located in the State and
brought into assessment in each year.

At 5.14 per cent of the divisible pool
(the divisible pool being Rs.16.25
Crores per annum).
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3. Additional Excise Duties—
cont.

(d) Percentage— Share of
Tamil Nadu.

4. Estate Duty—
(a) Basis

(b) Percentage—Share of Tamil Nadu

5. Wealth Tax on Agricultural Property—

Basis

6. Share in the Grant in lieu of tax
on Railway Passenger Fares—
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Seventh Finance
Commission.

®)

(i) Sugar—An amount equivalent to

3.271 per cent of the net proceeds of
sugar to be retained for Union
Territories and out of the balance an
amount equivalent to 6.449 per cent
will be distributed for Tamil Nadu.

(ii) Textiles and (iii) Tobacco.—An

amount equivalent to 2.192 per cent
on textiles and tobacco to be retained
for Union Territories and out of the
balance an amount equivalent to
7.710 per cent for textiles and
7.707 per cent for tobacco will be
distributed to Tamil Nadu. In case
Sikkim gives up its Sales Tax on
Textiles, the Share of Tamil Nadu will
get reduced to 7.707 per cent.

To be distributed to States in proportion

to the gross value of the immovable
property as also property other than
immovable property taken together
located in each State. For this purpose
property located abroad should be
deemed to be located in the State
where it is brought to assessment.
The Commission has assessed a total
amount of Rs.60 crores for all the 21
States for the five year period. The
amount to be allocated to the State
will be decided by the Government of
India.

Suggested the continuance of the

principle recommended by the Sixth
Finance Commission and also
recommended that the Share of each
State in the grant in each of the years
from 1979-80 to 1983-84 should be
the amount equivalent to the net
collection in that State in each year.
The amount be allocated to the State
is to be decided by the Government
of India.

6.85 per cent of the divisible pool (the

divisible pool being Rs.16.25 Crores
per annum).

Eighth Finance
Commission.

9)

7.549 per cent of the divisible pool.

To be distributed to States in proportion
to the gross value of the immovable
property as also property other than
immovable property taken together
located in each State. For this
purpose property located abroad
should be deemed to be located in
the State where it is brought to
assessment.

The share of each State in the grant on
account of Wealth Tax on agricultural
property should be an amount
equivalent to the net collection in
the State in that year.

6.61 per cent of the divisible pool (the
divisible pool being Rs.95 Crores
per annum).



133
-VIl—cont.

THE FINANCE COMMISSIONS—cont.

Ninth Finan?e Commission.
[ |

1989-90 1990-95
(10) (11)
7.120 per cent of the divisible pool. 7.064 per cent of the divisible pool.

6.924 per cent of the divisible quantum of grant (The Divisible  6.893 per cent of the divisible quantum of grant (the divisible
guantum of grant being Rs. 95 crores). quantum of grant being Rs. 150 crores in each of the
years 1990-91 to 1994-95).
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3. Additional Excise
Duties—cont.

(d) Percentage— Share of
Tamil Nadu.

4. Estate Duty—
(a) Basis

(b) Percentage— Share of
Tamil Nadu.

5. Wealth Tax on Agricultural
Property— Basis

6. Share in the Grant in lieu of
tax on Railway Passenger
Fares—
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Tenth Finance Commission.

(12)

7.669 per cent of the divisible pool.

6.458 per cent of the divisible quantum of grant (the divisible quantum of grant being
Rs.380 crores in each of the years 1995-96 to 1999-2000).
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Eleventh Finance Commission
Main Report.
(13)

Included under the Alternative Scheme of devolution w.e.f. 1-4-1996.
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7. Sharing  Union  tax
revenues to the States
under the Alternative
Scheme of Devolution—
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Fourth Finance Fifth Finance
Commission. Commission.

(®) (6)

Sixth Finance
Commission.

U]
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7. Sharing  Union  tax
revenues to the States
under the Alternative
Scheme of Devolution—
cont.
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Seventh Finance Eighth Finance
Commission. Commission.
(8) (9)
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Ninth Finan?e Commission.

[ |
1989-90 1990-95

(10) (11)
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Items. Tenth Finance Commission.

@ 12)

7. Sharing  Union  Tax
revenues to the States
under the Alternative
Scheme of Devolution—
cont.
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Eleventh Finance Commission
Main Report.
(13)

Till the Tenth Finance Commission the successive Finance Commissions have recommended that the net proceeds of Income
Tax, Union Excise Duties and Additional Excise Duties in lieu of sales tax to be shared with States based on certain criteria.
In respect of grants in lieu of tax on railway passenger fare, a fixed quantum was being assigned to the States. In addition
to the conventional method of devolution, the Tenth Finance Commission has introduced a new scheme known as
Alternative Scheme of Devolution. Under this scheme, 26% of gross proceeds of all Central taxes (excluding stamp duty,
excise duty on medicinal & toilet preparation, Central sales tax, consignment tax surcharge) is to be assigned to the States
in lieu of individual tax devolution. In addition 3% of the gross proceeds of all Central taxes (excluding stamp duty, excise
duty on medicinal & toilet preparation, Central Sales Tax, Consignment tax surcharge) is to be assigned to the States in
lieu of existing share in additional excise duties in lieu of sales tax on Tobacco, Cotton and Sugar.

(2) The Constitution has been suitably amended with effect from 1st April 1996.

(3) Eleventh Finance Commission has recommended that the share of the States is fixed at 28% of the net proceeds of all sharable Union Taxes
and duties for each of the five years starting from 2000-2001 and ending in 2004-2005. In addition 1.5% of the net proceeds of Union taxes
and duties be allocated to the States separately, in lieu of the share in the net proceeds of Additional Excise Duties.

(4) The inter-se shares of the States in the tax devolution are determined by the following factors, criteria and relative weights.

Serial ~ Criterion Factors Relative
Number. Weights. (Per cent).
@ Population Based on the request of various States for the continuation of the use of
population as one of the factor 10.0
(ii) Income (Distance By taking average of the top three States with highest income viz., Goa,
method) Maharashtra and Punjab as benchmark and from which distances are
measured. 62.5
(i)  Area The Commission has adopted the criterion “Area” to help the States which

have larger area and low density of population and continue to incur
heavy expenditure for providing basic administrative infrastructure. The
area based shares were subject to a minimum of 2 per cent and maximum

of 10 per cent. 75
(iv)  Index of Availability of infrastructure plays a crucial role in attracting investment.
infrastructure With a need to help the States which are backward with low index of
infrastructure, the Commission has adopted index of infrastructure

as a criterion. 75
(v) Tax effort Tax effort has been considered as a criterion so as to evolve a suitable

structure of incentives in all mechanism of fiscal transfers. The ratio of
per capita own tax revenues of a State to its per capita income and
weighted it by the inverse of per capita income has been considered
in the tax effort formula. 5.0

(vi) Fiscal discipline The use of an index of fiscal discipline has been considered. For working
out this index, the Commission has adopted the improvement in the ratio
of own revenue receipts of a State to its total revenue expenditure related
to a similar ratio for all States as a criterion for measurement. The ratio
so computed is used to measure the improvement in the index of fiscal
discipline in the reference period 1996-97 to 1998-99 in comparison to
base period 1990-01 to 1992-93. 75

(5) On this basis, the share of Tamil Nadu has been fixed as 5.385 per cent of the net proceeds of the shareable central taxes
and duties.
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8. Assistance for upgrading
the Standards of Adminis-
tration.

9. Assistance under Article
275(1) of the Constitution.

10. Financing of Relief
Expenditure—cont.
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First Finance
Commission.

)
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Second Finance
Commission.

©)

Not considered.

Not considered.

Rs. 50 lakhs per annum.

Third Finance
Commission.

(4)

Not considered.

Rs. 3 Crores per annum from
1962-63 towards Madras
State.

Rs. 50 lakhs per annum to
Tamil Nadu.
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Fourth Finance Fifth Finance Sixth Finance
Commission. Commission. Commission.
(5) (6) M

Considered but not given any adhoc
grants.

Rs. 6.84 crores per annum for three years  Rps 2282 crores
viz., 1966-67, 1967-68 and 1968-69, (Rs. 6.61 crores in 1969-70,
amounting to Rs. 20.52 crores. Rs. 5.59 crores in 1970-71,

Rs. 4.56 crores in 1971-72,
Rs. 3.54 crores in 1972-73,
Rs. 2.52 crores in 1973-74,
i.e. on a sliding scale).

Rs. 50 lakhs per annum to Tamil Nadu. - Rs. 1.52 crore per annum to Tamil Nadu.
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tration.

9. Assistance under Article

275 (1) of the Constitution.

10. Financing of Relief
Expenditure—cont.
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Seventh Finance
Commission.

®)

(a) Rs.11.06 crores “on account grant” for
improvement of Jails, Justice and Tribal
Administration (for the five-year period).

(b) Rs.16.15 crores for improvement of buildings
relating to Courts, Tribal Administration, Jails
and Police (for the five-year period) (non-
recurring).

Not considered.

The annual provision of Rs. 8.59 crores has been
fixed for Tamil Nadu under the Major Head:
“289 - Relief on account of Natural
Calamities”.

Eighth Finance
Commission.

9)

Not considered.

Not considered.

The margin money per year fixed for

the State (Tamil Nadu), is Rs.8.75
crores. The State shall provide
50 per cent of the margin money
under the Major Head “289. Relief
on account of Natural Calamities”.
The Centre should contribute the
balance of 50 per cent as a grants-
in-aid. On the occurrence of natural
calamity, the State shall draw on the
Centre's contribution after it has
exhausted its own share of the
margin money. Provisions not
released to the State will be carried
forward to the next year. The
Centre's contributions for five-years,
viz. 1984-89 would aggregate to
Rs. 21.87 crores.
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Ninth Finan?e Commission.

[
1989-90

(10)

Rs. 25 crores special problem grant—for servicing Sri Lankan
Refugees during 1989-90.

The margin money fixed for Tamil Nadu for 1989-90 is Rs. 15.50
crores. The scheme of relief expenditure as recommended by
the Eighth Finance Commission should continue for 1989-90
as well.

1990-95
(11)

Rs. 43.79 crores to be given to Tamil Nadu as grants-in-aid

during 1990-95 to cover the net 5 year (1990-95) deficit on
non-plan revenue account and part of the deficit on plan
revenue account, viz., Rs.5.91 crores in 1990-91; Rs. 7.01
crores in 1991-92; Rs.8.54 crores in 1992-93; Rs.10.07
crores in 1993-94 and Rs.12.26 crores in 1994-95,

(i) The existing arrangements for financing relief expenditure

should be replaced by a new one under which the States
will have much greater autonomy and accountability.

(if) A Calamity Relief Fund should be constituted in each

State with a contribution in each year. The amount set
out for Calamity Relief Fund of Tamil Nadu is Rs.39
crores. The Government of India shall contribute to this
Fund to the extent of 75 per cent and the balance of
25 per cent shall be contributed by the State from its own
resources. The contribution to the Fund will be made by
the Governments in quarterly instalments. All calamities
such as drought, flood, cyclone and fire will continue to
be covered under the new scheme. The distinction
between drought and other calamities like flood, cyclone,
etc., will be dispensed with. Any unspent balance in the
Fund at the end of 1994-95 will be available for being
used as Plan resources. A State Level Committee shall
administer the Fund. The Centre would monitor the relief
work through an expert group and give such advice as
it deems appropriate to State agencies involved in relief
work.
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of Administration.

9. Assistance under Article 275 (1) of
the Constitution.

10. Financing of Relief Expenditure—
cont.
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Tenth Finance Commission.

(12)

(i) Rs. 6.30 crores for Modernisation of revenue administration.
(ii) Rs. 4.00 crores for Fire Services.

(iii) Rs. 7.47 crores for Jails.

(iv) Rs. 12.13 crores for Police.

(v) Rs. 10.94 crores for Education.

(vi) Rs. 60.00 crores for Special Problems.

Not considered.

(1) The amount set out for Calamity Relief Fund of Tamil Nadu is Rs.3,12.45 crores
for the five year period from 1995-2000 to be shared by the Centre and the State
in the ratio 75 : 25.

(2) In addition a National Fund for Calamity Relief will be created to which the Centre
and State will contribute in the ratio 75 : 25 and which will be managed by a
National Calamity Relief Committee on which both the Centre and the State would
be represented.
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Eleventh Finance Commission.
Main Report
(13)

(i) Rs. 44.00 crores for District Administration

(i) Rs. 27.00 crores for Police Administration

(iii) Rs. 8.00 crores for Prisons Administration

(iv) Rs. 8.00 crores for Fire Services

(v) Rs. 14.12 crores for Judicial Administration

(vi) Rs. 20.00 crores for Fiscal Administration

(vii) Rs. 21.00 crores for Health Services

(viii) Rs. 13.00 crores for Elementary Education

(iX) Rs. 12.47 crores for Computer Training for School Children
(® Rs. 6.80 crores for Public Libraries

(X)) Rs. 10.00 crores for Heritage Protection

(xii) Rs. 18.47 crores for Augmentation of Traditional Water Sources
(xiii) Rs. 49.00 crores for Special Problems

The Commission has reassessed the non-plan revenue account of the States and recommended non-plan deficit grants of
Rs.35,359 crores to the States which have deficit on non-plan revenue account after the devolution of Central Taxes for
the period of five years from 2000-2001 to 2004-2005. After the devolution of Central Taxes, Tamil Nadu is assessed as
surplus, hence, deficit grants under Article 275(1) has not been recommended for Tamil Nadu.

1. The existing scheme of Calamity Relief Fund (CRF) be continued with contribution from the Centre and the States in the
ratio of 75:25. The total amount set out for Tamil Nadu is Rs. 567.14 crores. Out of this amount Centre’s share will be
Rs.425.36 crores and States'share will be Rs. 141.78 crores.

2. The National Fund for Calamity Relief (NFCR) may be discontinued in its present form.

3. A National Calamity Contingency Fund (NCCF) be created in the Public account of the Government of India with a initial
corpus amount of Rs. 500 crores and drawal from the fund should be accompanied by imposition of special surcharge on
Central Taxes.
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Commission.
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ABSTRACT OF THE RECOMMENDATIONS OF

Second Finance
Commission.

©)

Recommended that the

outstanding balances on
31st March 1957 of all
loans by G.O.l to State
Governments made between
15th August 1947 and 31st
March 1956 excluding the
loans for Rehabilitations of
displaced persons and
interest free loans be
consolidated based on the
interest rates and repayment
period.

Third Finance
Commission.

(4)
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Fourth Finance
Commission.

(®)
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Fifth Finance
Commission.

(6)

Sixth Finance
Commission.

U]

Rs. 87.05 crores for the five year period
1974-75 to 1978-79 (Estimate) to Tamil
Nadu.
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ABSTRACT OF

Items. Seventh Finance
Commission.
1) (8)

11. Debt Relief (a) Rs.49.93 crores by Rescheduling Loans and

Advances for the five year period 1979-84 to

Tamil Nadu.
(b) The Commission recommended
postponement of repayment of

Small Savings Loan to the extent of Rs.19.71
crores for the period 1979-80 to 1983-84
(Estimate) to Tamil Nadu.

12. Grants for Local Bodies

13. Reforms Programme for 2000-2005—

APPENDIX
THE RECOMMENDATIONS OF

Eighth Finance
Commission.

9)

Non-Plan capital gap has been
computed after excluding repayment
of overdraft and Small Savings
Loans.

Postponement of the repayment of
Small Savings Loan for the period
upto 1984-85.

The aggregate Debt Relief by
Re-scheduling of Loans and
Advances to Tamil Nadu during
1984-89 would be Rs.28.19 crores
(Estimate).
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Ninth Finan?e Commission.

[
1989-90

(10)

Moratorium on the interest payments and the repayment of principle
due in 1989-90 should be granted in respect of the Central loans
given to the States in 1986-87 and 1987-88 by way of additional
plan assistance towards approved relief expenditure over and
above 5 per cent of the annual plan outlay on account of
unprecedented drought during those years.

1990-95
(11)

(i) There should be no change in the terms and conditions
relating to the Central loans against the small savings
collections.

(if) The State Plan loans advanced to States during the five
years 1984-89 and outstanding on 31st March 1990 should
be consolidated and re-scheduled to 15 years in the case
of all the States. During the first five years 1990-95,
repayments should be less than due on existing basis to
the extent of 10 per cent in the case of Tamil Nadu.
Tamil Nadu will get a total benefit of Rs. 34.31 crores in
this regard during 1990-95.

(iii) From 1990-91, the direct central loans for State Plan
should have a maturity period of 20 years with 50 per
cent of the loans enjoying grace period of 5 years.

(iv) The loans given to States on account of drought during
1986-89 as outstanding on 31st March 1989 shall be written
off.
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APPENDIX
ABSTRACT OF THE RECOMMENDATIONS OF

Items. Tenth Finance Commission.
1) (12)
11. Debt Relief (a) (i) a scheme for general debt relief for all States linked to fiscal performance ; and

(ii) specific relief for States with high fiscal stress, special category States and
States with debt problems warranting special attention.

(b) The stipulated relief for Tamil Nadu under general incentive scheme would range
from Rs.31.17 crores to Rs.62.34 crores for the award period.

12. Grants for Local Bodies A total grant of Rs.5,380.93 crores is made available to the States towards grants for
local bodies in four equal instalments commencing from 1996-97. Out of this grant,
Tamil Nadu's share is Rs.402.86 crores for the four year period 1996-97 to
1999-2000.

13. Reforms Programme for 2000-2005—
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Eleventh Finance Commission
Main Report.
(13)

The scheme of general debt relief linked to fiscal performance introduced by Tenth Finance Commission may be continued
with the following main modification in the scheme:—

(i) instead of a factor of 2, a factor of 5 is to be applied on the index of improvement on revenue balance;

(i) the ceiling of stipulated relief is to be set at 25 per cent of repayment due to in any one year instead of 10 per cent;
and

(iii) in the calculation of revenue receipt, the revenue deficit grants recommended by the Commission under Article 275
should not be included.

1.  The Commission has recommended total grant of Rs.1600 crores for Panchayats and Rs.400 crores for Municipalities
for each of the five years starting from the financial year 2000-2001 for all States.

2. A sum of Rs.98.6072 crore for maintenance of accounts of village level panchayats and intermediate level panchayats
and a sum of Rs.200 crores for the development of data base relating to the finances of local bodies would be the
first charge on these grants.

3. The remaining amount should be utilised for maintenance of core civic services. The grant should be untied, but
should not be used for payment of salaries and wages.

4. Out of this grant, Tamil Nadu's share is Rs.93.2236 crores for Panchayats and Rs.38.6734 crores for Municipalities
for each of the five years from the financial year 2000-2001.

1.The Eleventh Finance Commission has recommended a monitorable fiscal reforms programme for all States for reduction
of deficit in the revenue account of the States during 2000-05.

2. An Incentive Fund would be set up by Government of India comprising of two parts. Part ‘A’ of the fund would comprise
15% of the withheld part of the grants recommended to cover the deficit of the States on non-plan revenue account for
2000-05 (Tied up grant-in-aid). Part ‘B’ of the fund would be created by contribution from Government of India equivalent
to 15% of the revenue deficit grant recommended by the Commission (Incentive Component).

3. The incentive component would be provided to all the States. The initial eligibility of the States has been worked out
on the basis of the population as per 1971 census. The amount will be available to a State in proportion to the level
of performance in the implementation of the monitorable fiscal reforms programme for each year. A sum of Rs. 402.36
crores is allocated to Tamil Nadu for 2000-05 as incentive component.

4. A Monitoring Committee would be constituted by the Government of India which may include among others, representatives
of Planning Commission, the Finance Ministry of the Government of India and the representatives of the State Government
for the purpose of drawing State Specific Monitorable Fiscal Reforms Programme in the context of broad parameters
suggested by the Commission.
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Appendix VI

Abstract of the Recommendations of the Finance Commission

Items

Twelfth Finance Commission

1. Income Tax—

a. Basis

b. Divisible pool

c. Percentage-Share of
Tamil Nadu

The system of devolution of individual taxes ceased to exist w.e.f.
1-4-96 in view of the Constitution (Eightieth) Amendment. The
share of the States in the net proceeds of shareable Central Taxes
shall be 30.5 per cent. For this purpose, additional excise duties in
lieu of sales tax on textiles, tobacco and sugar are treated as a part
of the general pool of central taxes. If the tax rental arrangement
is terminated and the States are allowed to levy sales tax (or VAT)
on these commodities without any prescribed limit, the share of
the States in the net proceeds of shareable central taxes shall be
reduced to 29.5 per cent. Tamil Nadu’s share in the divisible pool
is 5.305%.

If any legislation is enacted in respect of service tax after the
eighty eighth Constitutional amendment is notified, it must be
ensured that the revenue accruing to a State under the legislation
should not be less than the share that would accrue to it, had the
entire service tax proceeds been part of the shareable pool.
Tamil Nadu’s share in service tax is 5.374%.

2. Union Excise Duties—

a. Basis

b. Divisible pool

c. Percentage - Share of
Tamil Nadu

The system of devolution of individual taxes ceased to exist w.e.f.
1-4-96 in view of the Constitution (Eightieth) Amendment. The
share of the States in the net proceeds of shareable central taxes
shall be 30.5 per cent. For this purpose, additional excise duties in
lieu of sales tax on textiles, tobacco and sugar are treated as a part
of the general pool of central taxes. If the tax rental arrangement
is terminated and the States are allowed to levy sales tax (or VAT)
on these commodities without any prescribed limit, the share of
the States in the net proceeds of shareable central taxes shall be
reduced to 29.5 per cent. Tamil Nadu’s share in the divisible pool
is 5.305%.

If any legislation is enacted in respect of service tax after the
eighty eighth Constitutional amendment is notified, it must be
ensured that the revenue accruing to a State under the legislation
should not be less than the share that would accrue to it, had the
entire service tax proceeds been part of the shareable pool. Tamil
Nadu’s share in service tax is 5.374%.

3. Additional Excise Duties—

a. Basis

b. Divisible pool

The system of devolution of individual taxes ceased to exist
w.e.f. 1-4-96 in view of the Constitution (Eightieth) Amendment.
The share of the States in the net proceeds of shareable
central taxes shall be 30.5 per cent. For this purpose, additional
excise duties in lieu of sales tax on textiles, tobacco and sugar are
treated as a part of the general pool of central taxes. If the
tax rental arrangement is terminated and the States are allowed
to levy sales tax (or VAT) on these commodities without
any prescribed limit, the share of the States in the net proceeds
of shareable central taxes shall be reduced to 29.5 per cent.
Tamil Nadu’s share in the divisible pool is 5.305%.

P4-15/D/Bud-2007/New-App-VI1I-7
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If any legislation is enacted in respect of service tax after the
eighty eighth Constitutional amendment is notified, it must be
ensured that the revenue accruing to a State under the legislation
should not be less than the share that would accrue to it, had the
entire service tax proceeds been part of the shareable pool. Tamil
Nadu’s share in service tax is 5.374%.

c. Commodities

Sugar, Textile and Tobacco

d. Percentage - Share of
Tamil Nadu

Estate Duty—

a. Basis

b. Percentage - Share of
Tamil Nadu

. Wealth Tax on Agricultural
Property - Basis

Share in the Grant in lieu of
tax on Railway Passenger
Fares-

Included under the Alternative Scheme of Devolution w.e.f.
1-4-1996.

. Sharing of Union tax revenues
to the States under the
Alternative Scheme of
Devolution

Till the Tenth Finance Commission, the successive Finance
Commissions have recommended that the net proceeds of Income
Tax, Union Excise Duties and Additional Excise duties in lieu of
sales tax to be shared with States based on certain criteria. In
respect of grant in lieu of tax on railway passenger fare, a fixed
quantum was being assigned to the States. In addition to the
conventional method of devolution, the Tenth Finance Commssion
has introduced a new scheme known as Alternative Scheme of
Devolution. Under this scheme, 26% of gross proceeds of all
Central Taxes (excluding stamp duty, excise duty on medicinal
toilet preparation, Central sales tax, consignment tax, surcharge) is
to be assigned to the States in lieu of individual tax devolution. In
addition, 3% of the gross proceeds of all Central Taxes (excluding
stamp duty, excise duty on medicinal & toilet preparation, Central
Sales Tax, Consignment Tax, Surcharge) is to be assigned to the
States in lieu of existing share in additional excise duties in lieu of
sales tax on tobacco, textiles and Sugar.

(@ The Constitution was suitably amended with effect from
1st April 1996.

(3) The Eleventh Finance Commission has recommended that the
share of the States is fixed at 28% of the net proceeds of all
shareable Union Taxes and duties for each of the five years
starting from 2000-2001 and ending in 2004-05. In addition
1.5% of the net proceeds of Union taxes and duties be
allocated to the States separately, in lieu of the share in the
net proceeds of Additional Excise Duties.

(4) The Twelfth Finance Commission has recommended that the
share of the States in the net proceeds of shareable central
taxes shall be 30.5 per cent. For this purpose, additional excise
duties in lieu of sales tax on textiles, tobacco and sugar are
treated as a part of the general pool of central taxes. If the tax
rental arrangement is terminated and the States are allowed to
levy sales tax (or VAT) on these commodities without any
prescribed limit, the share of the States in the net proceeds of
shareable central taxes shall be reduced to 29.5 per cent.

(5) The inter-se shares of the States in the tax devolution are determined
by the following criteria, factors and relative weights.
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Criterion

Factors

Relative
Weights
(Per cent)

7. Sharing of Union tax revenues
to the States under the
Alternative Scheme of
Devolution—cont.

(i) Population

Population is the basic indicator
of need for public goods and
services and as a criterion, it
ensures equal per capita transfers
across States.

25

(i) Per
Capita
Income
Distance

For determining the state-wise
income distance index, the
Commission considered the
average per capita comparable
GSDP of each of the 28 States for
the last three years 1999-2000,
2000-2001 and 2001-2002. The
average of the top three States
with highest per capita income,
namely Goa, Punjab and
Maharashtra was taken to compute
the income distance of each State.
For the top three States, the
notional distance was assigned by
taking their distance with the per
capita income of the fourth
highest ranked State, namely
Haryana.

(iii) Area

The area of a State has been
considered as a criterion as the
State with a larger area has to
incur additional administrative and
other costs in order to deliver a
comparable standard of service to
its citizens.

Minimum 2 per cent for States
with their area share smaller than
2 per cent. No Upper ceiling has
been fixed.

10

(iv) Tax
Effort

Tax effort was measured by the
ratio of per capita own tax revenue
of a State to its per capita income.
The tax effort criterion is worked
out by taking the three year
average (1999-2000, 2000-2001 and
2001-2002) of the ratios of own tax
revenue to comparable GSDP
weighted by the square root of
the inverse of the per capita
GSDP.

75

(v) Fiscal
Discipline

The Commission has retained the
index of fiscal discipline criterion.
The Commission have computed it
using the base period from
1993-94 to 1995-96 and the
reference period from 2000-01 to
2002-2003.

75
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On this basis, the share of Tamil Nadu has been fixed as 5.305 per cent of the net proceeds of the

shareable central taxes and duties.
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8. Assistance under Grants-in-
aid and State specific needs
for Tamil Nadu

Rs. 1214.40 Crores for Maintenance of Roads and Bridges
(2006-2010) subjected to matching expenditure of Rs.2619.51 Crores
by the State (2005-2010)

Rs. 242.53 Crores for Maintenance of Buildings (2006-2010)
subjected to matching expenditure of Rs.968.69 Crores by the State
(2005-2010)

Rs. 30.00 Crores for Maintenance of Forests (2005-2010)
Rs. 40.00 Crores for Heritage Conservation (2006-2010)
Rs. 250.00 Crores for Development of Urban area (2006-2010)

Rs. 50.00 Crores for Sea erosion and coastal area protection works
(2006-2010)

9. Assistance under Article 275
(1) of the Constitution

The Commission has reassessed the non-plan revenue account of
the States and recommended non-plan deficit grants of Rs.56855.87
Crores to the States which have deficit on non-plan revenue
account after the devolution of Central Taxes for the period of five
years from 2005-2006 to 2009-2010. After the devolution of Central
taxes, Tamil Nadu is assessed as surplus, hence deficit grants
under Article 275(1) has not been recommended for Tamil Nadu.

10. Financing of Relief

Expenditure

The scheme of Calamity Relief Fund (CRF) be continued in its
present form with contributions from the Centre and the States in
the ratio of 75:25. The total amount set out for Tamil Nadu is
Rs.1155.28 Crores. Out of this amount, Centre’s share will be
Rs.866.46 Crores and the State’s share will be Rs.288.82 Crores.

The scheme of National Fund for Calamity Contingency Fund
(NCCF) may continue in its present form with core corpus of
Rs.500 Crores. The outgo from the fund may continue to be
replenished by way of collection of National Calamity Contingent
Duty and levy of special surcharges.

11. Debt Relief

(i) Each State must enact a fiscal responsibility legislation
prescribing specific annual targets with a view to eliminating
the revenue deficit by 2008-09 and reducing fiscal deficits
based on a path for reduction of borrowings and guarantees.
Enacting the fiscal responsibility legislation on the lines
indicated will be a necessary precondition for availing debt
relief.

(i) The central loans to States contracted till 31-3-2005 and
outstanding on 31-3-2005 (amounting to Rs.128795 Crores)
will be consolidated and rescheduled for a fresh term of
20 years (resulting in repayment in 20 equal instalments), and
an interest rate of 7.5 per cent be charged on them.

(iii) A debt write off scheme linked to the reduction of revenue
deficit of States may be introduced. Under the scheme, the
repayment due from 2005-06 to 2009-10 on central loans
contracted upto 31-3-2004 and recommended to be
consolidated will be eligible for write off. The quantum of
write off of repayment will be linked to the absolute amount
by which the revenue deficit is reduced in each successive
year during the award period. In effect, if the revenue deficit
is brought down to zero, the entire repayments during the
period will be written-off. The enactment of fiscal
responsibility legislation would be a necessary pre-condition
for availing the debt relief under this scheme also with the
benefit accruing prospectively.
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11. Debt Relief—cont.

(iv)

v)

(vi)

Looking at the necessity of containing the fiscal deficit, the
Commission recommended that the benefit of write-off
would be available only if the fiscal deficit of the State is
contained to the level of 2004-05. If, in any year, the fiscal
deficit exceeds this level, the benefit of write-off, even if
eligible otherwise, would not be given.

All States set up sinking funds for amortization of all loans
including loans from banks, liabilities on account of NSSF,
etc. The fund should be maintained outside the consolidated
fund of the State and the public account and should not be
used for any other purpose, except for redemption of loans.

States should set up guarantee redemption funds through
earmarked guarantee fees.

12. Grants for Local Bodies

The Commission has recommended total grant of Rs.20,000 Crores
for the panchayat raj insitutions and Rs.5,000 Crores for the urban
local bodies to all the States for the period 2005-2010. Tamil Nadu’s
share towards PRIs is Rs.174 Crores per annum and ULBSs is
Rs.114.40 Crores per annum and the total grant to Tamil Nadu for
the five year period (2005-10) is Rs.1,442 Crores.

13. Fiscal Reform Facility

The

Commission recommended for discontinuation of the scheme

Fiscal Reform Facility for the period 2005-2010.

14. Profit Petroleum

(i

(i)

(iii)

(iv)

The Union should share the profit petroleum from NELP areas
with the States from where the mineral oil and natural gas are
produced. The share should be in the ratio of 50:50.

There need not be sharing of profits in respect of nomination
fields and non NELP blocks.

The revenue earned by the central government on contracts
signed under the coal bed methane policy may be shared with
the producing States in the same manner as profit petroleum.

In respect of any mineral, if a loss of revenue is anticipated
for a State in the process of implementation of a policy, which
involves production sharing, a similar compensation
mechanism should be adopted by the Central Government.




