R T T e

TOP PRIORITY/OUT TODAY
DELHI VIDHAN SABHA QUESTIONS

Government of NCT of Delhi
Finance Department
4™ Level, ‘A’ Wing, Delhi Secretariat,
I.P. Estate, New Delhi-110002

No0.5(192)/Fin/AD/2024-25/DVS Question/DS-1V/ 29< Dated: 26-%- 2004
To,

The Deputy Secretary

(Question Cell),

Delhi Vidhan Sabha Sachivalaya,
Government of NCT of Delhi,
Old Secretariat, Delhi-54

Sub:- Delhi Vidhan Sabha Un-Starred Question No.:-120,
Dated:- 26.03.2025, Question asked by: Shri Som Dutt

Sir,

[ am directed to forward herewith 100 copies of reply of Finance Department
(provided by Budget Branch) of Finance Department w.r.t. the Un-Starred Question
No. 120 listed for 26.03.2025 which is duly approved by Hon’ble Chief

Minister/Finance Minister, Delhi.

Yours faithfully,

Encl: As above. %
\ '// 4

Deputy Secretary
Finance Department
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Name of scheme 2019-20 | 2020-21 | 2021-22 | 2022-23 | 2023-24* 20(284E-)25

‘Grant received in
lieu of Share in 325.00 325.00 325.00 325.00 --- ---
Central Taxes’

x'Grants in lieu of share in Central Taxes’ and 'Central Assistance to Union Territories’ have been
clubbed in ‘Central Assistance to Union Territories’ from BE 2023-24 onward in respect of
Demand No. 57-Transfer to Delhi.
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S. Date letter written by Whom to

No.

1. 03.08.2023 Pr. Secretary (Finance), GNCTD. Add. Secretary (Budget),
Department of Economic Affairs,
MoF , Gol.

2. 25.07.2023 Hon’ble Chief Minister, Delhi Hon’ble Finance Minister, Gol

3. 13.05.2020 Hon’ble Chief Minister, Delhi Hon’ble Prime Minister, Gol

4. 21.02.2020 Hon’ble Dy. Chief Minister, Delhi Hon’ble Finance Minister, Gol

5. 21.02.2020 Hon’ble Chief Minister, Delhi Hon’ble Home Minister, Gol

Letters from S.No. 1 to 5 are enclosed herewith.




Dr. ASHISH CHANDRA VERMA
Pr. Secretary (Finance)
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pmceeds of income tax, a sum cqual to
represent the proceeds attributable to U*
Additional Dutxes of Ex<:1se the sh '
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GOVT. OF NATIONAL CAPITAL TERRITORY OF DELH|
feech ufaarery, addl. e, ¥ Ref-110002
DELHI SECRETARIAT, I.P. ESTATE, NEW DELHI-110002
4th Floor, Room No. 402, A-Wing
Tel. : 011-23392130, 23392131
Fax : 011-23392070
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' msﬁ%‘lhx Police. The remaining share was determined at Rs 325.00 crore for the
ar 2000 and the said amount continue to be provided till 2022-23 by the
Government of India. This has also been made zero by clubbing in the head
“Central Assistance to Umon'Temt"c‘mes > from BE 2023-24 under Demand No. 57

Sh. Ashish Vachhani
Additional Secretary (Budget)
Government of India

‘Ministry of Finance

Department of Economic Affairs
North Block, New Delhi-110001.
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from Tixihcs: :1@31:‘323: yéars. It bécome

‘while comparing with other neighboring

has been stagn7ant at 350 cr since 2001,‘ 0]

Delhi was 8,93 cr. To our utter surprise, in

crore just as income tax in FY ; 0021-2
among all states and Union Territo'zc
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been facing extreme unjust behavior over th.

it receiving nothing from the Central Govern

recommendations of Central Finance C

starved MCD would hayv_e, recéwéd

which is facing huge budget de xdlts, )
vendors, delayed salaries to its employe

to deliver at its full potential,




,whaftojt;hérjs}tates get. ' . ' L ‘
Delhites shall always be }

With warm regards,

Government of Ind1a,
134, North Block,
New Delhi-110 001.
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MANISH SISODIA

e

: DEPUTY G}
: P - GOV, OF NC1

~, ' DELHI SECTT, [P, ESTATE

‘ feeht wfrarera, srofloue,
NEW DELH110002
4 Reimoooz

: - ' Emall :.meleodiz:delhi@gov.in

D.0.No. D1.cm/R)2820 /95
Date : 27 February, 2020

Respected Ma’am,

4 had) S ien s X AL B A 4l

This has refe;e,nc:‘e to my earlier letters regarding the issue of giving due
share of NCT of Delhi in Central Taxes and grants to Loeal bodies in Delhi,

2 I would like to bring to your kind attentien that the Government of NCT
- of Delhi has a separate Conselidated Fund w.e.f. December, 1993. The pattern
of funding of Delhi’s Budget has been changed from the year 1994-95 and is
at par with other States. The financial transactions of the Government of NCT
of Delhi including servicing of small saving loans are being met out of our own
resources like other States.

i 5. Till the year 2000, under the provisions of article 280{3){a) read with the
; ) article 270 of the Constitutien, the task of thé Union Finance Commission
with respect to income tax was to make recommendations in regard to three
matters, viz.

a) the percentage of the “net distributable proceeds” which shall
represent the proceeds attributable to the Union Territories;

b) the percentage of the divisible pool of the “net proceeds” of incame
tax to be assigned to the States; and

¢) the share of each 8tate in the divisible pool.

4, Under article 270(3) of the Constitution, the share of the net proceeds of
income tax “attributable to the Union Territories® had to be pr ﬁs?ﬁbed-
Accordingly, all the Union Finance Commissions till the Tenth Finance
Commission had been giving recommendations for resource s_hal:'in-g, not.O}‘lly
between the States and the Union but also for the Union Territories including
Delhi. However, in the year 2000, the Constitution (Eightieth Amendrfleﬂi't) QCI-
2000 was passed by the Parliament, primarily for the purposc of e uu;2§
corporation tax with the personal income tax for the purpose Pf gf?o tieth
sharing between the States and Union of India. The Constitution ( iy
Amendment) A 2000 replaced article 0( h ‘ .

i - erstwhile article 27 :
gerwtka:;tlg‘liigc% Elktaémmissions to give recommendations n respect of Union

: " | rs e
: Territories had been omitted. Omission of erstwhile article 270(3) appe&
; , 1

Vg

0 with a new : L
3) which had the enabling provision
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be an inadvertent errof on the part of the Law Department, since the
( . Statement of Objects and Reasons appended to the Constitution (Eighty-Ninth

Amendment) Bill, 2000 does not mention a word aboyt proposal to leave the
A Union Territories out of the ambit of the Finance Commissions. Even the
] debates in the Parliament on this Bill did not make any mention about
deletion of Article 270(3). '

S

5.  The unfortunate omission of article 270(3) resulted in an anomaly which
has adversely affected the finances of the NCT of Delhi. The transfer of grants
in lieu of share in Central Taxes has remained stagnant at Rs. 325,00 crore
per annum since the year 2000 which happened to be the last year of the
duration of the Tenth Finance Commission. Leaving out Union Territories out
of the ambit of Finance Commissions, has only affected the Union Territories
with Legislature since the Budget of the other Union Territories is entirely met
from the Consolidated Fund of India.

6. The Tenth Finance Commission had recommended that “Out of the net
distributable proceeds of income tax, a sum equal to 0.927 per cent shall be
deemed to represent the proceeds attributable to Union Territories. As regards,
the Additional Duties of Excise, the share of the Union Territories should be
treated as one unit, and their share determined on the same basis as that of
all the States. Accordingly, the share of Uriomr Ferritorics-ameunting-to-2.203
per cent should be retained by the Central Government”. Further during 1997-
98, Government of India agreed to bring funding pattern of UTs which have
their own Consolidated Fund closer to that of the States based on the
recommendations of the Arjun Sengupta Committee. Transfer of grants in lieu
of share in central taxes was agreed to be allowed to the UTs with Legislatmre——
as determined by the Bagchee Committee. As per the Bagchee Committee
Report, the recommendations ef the Tenth Finance Commission for the UTs

was furthrer divided for the individual UTs including Delli and a deduction of

10% was made since Union of India provides for Delhi Police. The remaining
share was determined at Rs. 325.00 crore for the year 2000 and the said
amount continue to be provided till date by the Government of India.

7. As the Capital of the Country and one of the fastest growing
metropolises, the claims on its resources are immense and varied. While the
Government of NCT of Delhi has to maintain infrastructure that meets world
standards, it also has to\improve supply of civic amenities to the burgeening
population who legitimately expect employment and a fulsome life in the

(4/ .
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Capital. Consequently, large investments in Education, Health

Securities, Transport, Roads & Hospitals etc., have to be nfacuzz,ssovii*tad z;of ?;gi
inadvertent omission of erstwhile article 270(3) of the Constitution of India
the Government of NCT of Delhi would be getting its legitimate Share in
Central Taxes of at least Rs. 7000.00 crore per annum with an appropriate
annual enhancement like other States to finance the development needs,

8.  PFurther, Delhi has five Urban Local Bodies, of which three are major
municipal corporations having population between 39 lakh to 62 lakh The
powers and funectionis of the mumicipalities in Delhi are the same as the local
bodies in the othér States. The omission of Local Bodies of Delhi for not giving
the basic and performance grants on technical grounds does not help the
constitutional mandate of strengthening the Local Bodies. The three municipal
corporations of Delhi are under financial crunch and merit the same
consideration from the Central Government, Delhi also devolves funds to the
Local Bodies, @ 12.5% of its net tax proceeds on the basis of recommendations
of the Delhi Finance Cemmission. The Fourteenth Finance Commission
allocated Grant-in-Aid of Rs. 2,87,436 crore for the Local Bodies for the Award
period 2015-2020 which works eut to Rs. 488 per capita per annum. Delhi
with population of 193.86 lakh should be provided at least Rs. 1150.00 erore
with an appropriate annual enhancement as grant to Local Bodies of NCT of
Delhi.

9. Vide the Constitution (Seventy-Fourth Amendment) Act, 1992, the State
Finance Commission appointed under article 243(Y) is applicable to the Union
Territories with Legislature under article 243 (ZB). To provide grants to Local
Bodics, Delhi is equated with full fledged Stat d when i 0 _recei

of share in Central Taxes, Dethi has been left out since the year 2000. This
was never the intent of the makers of our Constitution.

10. I shall be grateful if you could kindly leck into the matter personally and
provide additional Terms of Reference to the Fifteenth Finance Cemrmission to
enable the Commission to recommend the legitimate Share of NCT of Delhi in
Central Taxes, basic & performance grants to local bodies and other grants if
any being recommended to States for the Award period of the Fifteenth
Finance Commission. The NCT of Delhi has the character of a State and
therefore, there is @ strong case for treating Delhi at par with States for the
purpose of share of Central Taxes and its Local Bodies to get grants be}ng
recommended by the Fifteenth Finance Commission and even as a Union

3
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Territory, Delhi was being considered for recommendation for grants in lieu of
Central Taxes till the Tenth Finanoce Commission. -

11. The Fifteenth Finance Qemmission in its report for the firem
2020-21 has provided L% of the divisible peot ,fome *ng,v%y %ﬁmy’a’%
Tertitories of Jammu & Kashimir end Ladakh and assigned the same to the
Central Government. As you are awaré, the Union Territory of Jammu &
Kashmir and the NCT of Delhi are on a similar footing within our Constitution
as Union Territories with Legislature, Acoordingly, additional Terms of
Reference to the Finance Commission at this stage would bring justice to the
people of the NCT of Delhi and rectify the anernaly created by the inadvertent
omission of Article 270(3).

With kind regards, .

Yours sincérely,

T ——

Smt. Nirmala Sitharaman,
Hen’ble Union Finance Minister,

Government-of-India;
North Block,
New Delhi~110001
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* ARVIND KEJRIWAL

Go\\n, Of National Capital Territory
CHIEF Dalhi Secretariat, |.P. Estate, New
i Contact : 23392020, cmdelhi@nic.
0.0, No.: F1(a)fcMco I-W"
Date : QR ~2gd~ ioia
Respected Shri Amit Shah ji,

1 February 19, 2020 regarding the

This has reference to the discussions we had 0 g tn
' ) axes and grants to Local bodies in

issue of giving due share of NCT of Delhi in Central T
Delhi. ;
2. Iwould like to bring to your kind attention that the Government of NCT of Delhi

mber, 1993. The pattern of funding of

has a separate Consolidated Fund w.ef. Dece " |
Delhi’s Budget has been changed from the year 1994-95 and is at par ~W1.th other States.
The financial transactions of the Government of NCT of Delhi including servicing of
small saving loans are being met out of our own resources like other States.

3. Till the year 2000, under the provisions of article 280(3)(a) read with the article 270
of the Constitution, the task of the Union Finance Commission with respect to income

tax was to make recommendations in regard to three matters, viz.

a) the percentage of the “nct distributable proceeds” which shall represent the
proceeds attributable to the Union Territories;

b) the percentage of the. divisible pool of the “net proceeds” of income tax to be
assigned to the States; and .

¢) the share of each State in the divisible pool.

4, . Upder article 270(3) of the Constitution, the share of the net proceeds of income
bax am}l.’mﬂble to the Union Territories” had to be prescribed. Accordingly, all the
Union Finance Commissions till the Tenth Finance Commission had been giving
;"mmn‘f‘tmﬂs fo‘r resource sharing not only berween the States and the Union but also
or th Unl.oxilATem‘tOries includin’g Delhi, However, in the year 2000, the Constitution
(Eightieth Amendment) Act, 2000 was passed by the Parliament, primarily for the

purpose of including corporation tax with the personal income tax for the purpose of

j::“fs; Shafi::i 'betweenﬁthe Statc.s and Union of India. The Constitution (Eightieth
endment) Act 2000 replaced article 270 with a new set provisions. In the new article

i/
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270, the erstwhile article 270(3) which had the enabling provision for the Finance
Commissions to give recommendations in respect of Union Territories had been omitted,
Omission of erstwhile article 270(3) appears to be an inadverteat error on the part of the
Law Department, since the Statement of Objects and Reasons appended to the

Constitution (Eighty-Ninth Amendment)

Bill, 2000 does not mention a word about proposal to leave the Union Territories out of
the ambit of the Finance Commissions. Even the debates in the Parliament on this Bill

did not make any mention about deletion of Article 270(3).

5.  The unfortunate omission of article 270(3) resulted in an anomaly which has
adversely affected the finances of the NCT of Delhi. The transfer of grants in lieu of share
:n Central Taxes has remained stagnant at Rs. 325.00 crore per annum since the year 2000
which happened to be the last year of the duration of the Tenth Finance Commission.
Leaving out Union Territories out of the ambit of Finance Commissions, has only
affected the Union Territories with Legislature since the Budget of the other Union
Territories is entirely met from the Consolidated Fund of India.

6.  The Teath Finance Commission had recommended that “Out of the net
distributable proceeds of income tax, a sum equal to 0.927 per cent shall be deemed to
represent the proceeds attributable to Union Territories. As regards, the Additional
Duries of Excise, the share of the Union Territories should be treated as one unit, and
their share determined on the same basis as that of all the States. Accordingly, the share of
Union Territories amounting to 2.203 per cent should be retained by the Central
Government”. Further during 199798, Government of India agreed 1o bring funding
pattern of UTs which have their own Consolidated Fund closer to that of the States based
on the recommendations of the Arjun Sengupta Committee. Transfer of grants in lieu of
share in central taxes was agreed to be allowed to the UTs with Legislature as determined
by the Bagchee Committee, As per the Bagchee Committee Report, the recommendations
?f the :l'enth Pi‘nancc Commission for the UTs was further divided for the individual UTs
including Delhi and a deduction of 10% was made since Union of India provides for Delhi
thcc. The rcma{ning share was determined at Rs. 325.00 crore for the year 2000 and the
said amount continue to be provided till date by the Government of India.

Ziaims g‘; itt}:e ecs:;pml of the Country and one of the fastest growing metropolises, the
i a:n ink;;zc: are immense and varied, While the Government of NCT of Delhi
s sz : ;;ucmre t'hat meets world standax:ds, it also has to improve supply of

urgeoning population who legitimately expect employment and a

o
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fulsome life in the Capital. Consequently, large investments in Education, Health, Social,
Food Securities, Transport, Roads & Hospitals etc. have to be made. But for
theinadvertent omission of erstwhile article 270(3) of the Constitution of India, the
Government of NGT of Delhi would be getting its legitimate Share in Central Taxes of at
least Rs, 7000.00 crore per annum with an appropriate annual enhancement like other

States to finance the development needs.

.  Further, Delhi has five Urban Local Bodies, of which three are major municipal
corporations having population between 39 lakh to 62 lakh. The powers and functions of
the municipalities in Delhi are the same as the local bodies in the other States. The
omission of Local Bodies of Delhi for not giving the basic and performance grants on
technical grounds does not help the constitutional mandate of strengthening the Local
Bodies. The three municipal corporations of Delhi are under financial crunch and merit
the same consideration from the Central Government. Delhi also devolves funds to the
Local Bodies, @ 12.5% of its net tax proceeds on the basis of recommendations of the
Delhi Finance Commission. The Fourteenth Finance Commission allocated Grant-in-Aid
of Rs. 2,87,436 crore for the Local Bodies for the Award period 2015-2020 which works
out 10 Rs. 488 per capita per annum, Delhi with population of 193.86 lakh should be
provided at least Rs. 1150.00 crore with an appropriate annual enhancement as grant to

Local Bodies of NCT of Delhi.

9.  Vide the Constitution (Seventy-Fourth Amendment) Act, 1992, the State Finance
Commission appointed under article 243(Y) is applicable to the Union Territorles with
Legislature under article 243 (ZB). To provide grants to Local Bodies, Delhi is equated
with full fledged States and when it comes to receipt of share in Central Taxes, Delhi has
been left out since the year 2000. This was never the intent of the makers of our

Constitution.

10.  1shall be grateful if you could kindly look into the matter personally and provide
additiox'xal Terms of Reference to the Fifteenth Finance Commission to enable the
Commission to recommend the legitimate Share of NCT of Delhi in Central Taxes, basic
& performance grants to Jocal bodies and other grants if any being recommended to States
for the Award period of the Fifteenth Finance Commission. The NCT of Delhi has the
character of a State and therefore, there is a strong case for treating Delhi at par with
States for the purpose of share of Central Taxes and its Local Bodies to get grants being
recommended by the Fifteenth Finance Commission and even as a Union Territory,
Delhi was being considered for recommendation for grants i lieu of Central Taxes till the
Tenth Finance Commission.
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1. _ The Fifteenth Finance Commission in its report for the financial year 2020-21 has
provided 1% of the divisible pool for the newly formed Union Territories of Jammu &
Kashmir and Ladakh and assigned the same to the Central Government. As you are
aware, the Union Territory of Jammu & Kashmir and the NCT of Delhi are on a similar
footing within our Constitution as Union Territories with Legislature. Accordingly,
additional Terms of Reference to the Finance Commission at this stage would bring
justice to the people of the NCT of Delhi and rectify the anomaly created by the
inadvertent omission of Article 270(3).

With kind regards,

Yours sincerely,

(Apvind Kejriwal)

Shri Amit Shah,

Hon’ble Minister for Home Affairs,
Government of India,

North Block,

New Delhi-110001

%




