JOINT/SELECT COMMITTEE
REPORTS OF LEGISLATIVE
ASSEMBLY - 1933

The Reserve Bank of India Bill



» P an A W D T AP W N

List of Reports of Seleot or Joint Committees
presented in the Legislative Assembky in 1933,

TGS P GraR 45 G TR U 4 WP Ep “B CP S5 G A 4D AR UD P o T OB G TP AP T W3 @D U5 D «> 4P GP TO W QL NP WD WD W B GF TP GB W W TN WD TS5 GO B G

srial Short title of the Bill. Date of

fo. “-“-gfgfsigfion.__Rmrk;.
‘1, 'The Hedjas Pilgrims (Yusllims) Bill. 6.2,33.

2. 'The Workmen's Compensation(Aimendment) Bill. 14.2,.33,

3, The Lend Acquisition (Amendment) Bill. 14.2.33.

L. The Auxiliary Force (Amendment) Bill. 14.2.335,

5. The Indian Wireless Telegraphy Bill. 23.2.33.

6, The Indian Reilways(Amendment) Bill{Sec.51). 2h.3.33.

7. The Indisn Income-tax(Amendment) Bill. 1.4.33.

8, The Indian Income-tax(Seecond Amendment) Bill. 10.4.33.

9, The Indian Medical Couneil Bill, 1.9.33.

10. The Indien Mercheant Shipping(Second Amendment)Bill.y.9.33.

11. The Murshidabad Estate Administretion Bill. Te9e33.

12. The Reserve Bank of Indis Bill. 20,11, % Igggrtéogi:l::‘
13, The Imperial Bank of Indie Bill. 20.11.35. -do-
'1)‘, The I?éiin Kho:;l'g.;g::; Si:;;ftion)mll by ¥r. 29.11.33.
15. The Indim tariff (Second Amendment) Bill. 1.12.33.

.---‘------_--—---------nﬁo-----wc---------n‘—--»--------.
- v as @
- ey s @ —Eh - -



LEGISLATIVE ASSEMBLY.

WE, the undersigned, members of the Joint
Committee to which the Bill to constitute a
Reserve Bank of India was referred, have con-
sidered the Bill and have now the honour to
submit this our Report, with the Bill as amend-
ed by us annexed thereto.

2. We first met in Simla on the 19th S8eptem-
ber, 1988, to elect our Chairman and settle
some preliminary points of procedure. We then
met in New Delhi and sat continuously from the
23rd October until the 16th November, 1933. We
examined a number of witnesses and we take
this opportunity of thanking them for the readi-
ness with whigh they accepted our invitation and
undertook long journeys at short notice to
appear before us. Their evid:nce has been of
very great help to us and has enabled us to
suggest a large number of amendments in the
Bill which we hope will ensure the smooth work-
ing of the new Bank, and prove beneficial to
the general interests of the country.

8. We deal below with the Bill clause by
clause referring to each clause by ita original
number. In the Bill, however, we have
renumbered the clauses and, for convenicnce,
the original numbering has been reproduced in
the margin of the Bill as now printed.

Preamble.—We have made a verbal alteration
to indicate more definitely what we consider to
be the main purposes of the Bill.

Olause 1.—Although we agree that no specific
date can be inserted for setting up the Bank, we
desire to represent strongly to the Government
that the Bank should be set up with all possible
speed.

We have substituted the words ‘‘ This Act”
for “‘Chapter III"’ in sub-clause (4) because we
do not see any reason why the other Chapters
of the Bill should be treated differently from
Chapter III.

. Clause 2, sub-claugse (b).—We considcred
: whether it was necessary to frame a more com-

prehensive definition of ‘‘bank note’’ but decided .
that this was unnecessery and that the definition

might be omitted.

Sub-olause (d).—We are of opinion that in-
vestments of external assets should be confined
to Government securities of the United Kingdom
snd that purchases of foreign currency should
be restricted to sterling. We have modified
clauses 17 and 88 accordingly. The definition of

sterling standard countries therefore becomes

unneeessary.

Bub-clause «(¢).—We have altered the defini-
tion of ‘‘provincial co-operative bank'’ because
the wording of the original Bill would not have
covered the special conditions as regards co-
operative banks in the United Provinces.

Clause 4, sub-clause (1).—In order to ensure
that the shares of the Reserve Bank shall be
widely held we recommend that the nominal
value of each share should be reduced from
Rs. 500 to Rs. 100.

Sub-clause (2).—It was represented to us that
shares should not be allowed to be transferred
from one register to another because this mighs
lead to certain registers being denuded of
a large number of shares, thus leaving the
holders of a comparatively small number of
shares to elect representatives to the Local
Board and thereby to the Central Board. We
huve come to the conclusion that the advantages
of free marketability are so great that transfers
from one register to another should be freely
allowed. We further consider that a contin-
genoy such as that .referred to is extremely un-
likely to arise and that a majority of the shares
of the Reserve Bank when once allotted will be
firmly held as a lock up investment by the
original holders. If, contrary to our expecta-
tions, it is found that one register is accumulating
» large number of shares while another is Leing
denuded by a really substantial percentage, the
Government should consider the question of
bringing forward suitable amending legislation
in order to rectify the position.

Sub-clause (3).—As regards the provisiona of
this sub-clause, while we are prepared to :uccord
full equality of treatment to United Kingdom
British subjects so long as they are normally
resident in India on the ground that the United
Kingdom Government gives the same reciprocal
treatment to Indians resident there, the case is
different as regards those Dominions which
various ways apply discriminatory provisions to
the Tndian subjects of His Majesty. We feel
that every occasion should be taken to assert the
principle that the citizens of such Dominions
should not be allowed equal privileges in India
so long as their Governments maintain any
measure of discrimination aganst Indians, and
we have taken the opportunity of this particular
Bill to give effect to this principle by recom-
mending changes in sub-clauses (3) (b) and (3)(c).

Sub-clause (3) (c).—As regards this sub-clause,
it has also been brought to our notice that the
limitations on share-holding provided for in sub-
clauses (3) (a) and (3) (b) might be defented it
subjects of a foreign country or of a British
Dominion which has discriminated against India
were to form themselves into a limited company
for the purpose of holding shares in the Reserve
Bank, and we therefore considared whether some
provision should be inserted to the effect thab
a company registered under the Indian Com-
panies Act, 1913, should only be allowed to bold
shares if a majority of the shareholders consisted
of persons qualifiel under sub-clauses (3) (a)
and (3) (b). It appeared to us on further ex-
amination, however, that any such provision
would be extremely difficult to enforce in prac-
tice owing to the constant variations whica
would be possible in the shareholders of any
company. On the other hand, the alternutive of
excluding companies not registered in India alto-
gether would go too fur, for there are many pri-
vate and public companies formed for tha
purposes of investment which might hold ehares
in the Reserve Bank. We have not therefore
proposed the introduction of any restriction, but



we recommend that the Government and the
‘Central Board of the Reserve Bank should
watch carefully for any signs of evusion
«of the purposes of sub-clauses (3) (a) and () (h)
‘by the formation of companies by peracns
disqualified from holding shares. If any such
abuse were to attain serious dimensions we think
that the Government should consider amending
legislation.

Sub-clause (4).—We have recommended the
deletion of the discretionary power proposed -to
be vested in the Central Board to decline without
giving any reasons to allot shares to any appli-
cant or to register any trrnsfer of shares.

Bub-clauses (5) and (6).—We consider that if
the scheme for the election of Directors to the
Boards of the Reserve Bank is to work satis-
fnctorily the proviso to sub-clause (5) should be
deleted and that sub-clause (6) should be
smended in the manner suggested by ua so as to
restrict the sale by the Governor Genera! in
Council of unallotted shares only to residents of
the areas concerned, except as regards a part of
the unallotted shares from the Delhi area which
we have treated as a special case.

We have carefully considered the manner of
allotment of shares in order to secure as wide
a distribution of voting rights as possible and to
provide fair facilities for investment by the less
weanlthy classes. In view of the reduction
which we have recommended in the nominal
value of each share we propose that five shares
should carry one vote. In alloting the shares
assigned to & register the Central Board should
therefore in the first instance allot five shares
to each qualified applicant who has applied for
five or more shares. Of the remaining unallot-
ted shares, shares up to the amount of one-hal?
of the balance should be allotted to applicants
for less than five shares. The balance stili
remaining should be allotted to applicants
for more than five shares, the distribution being
so made as to secure the widest distribution of
voting rights.

In order to avoid any possibility of difficulty
for the Directors elected to the Boards of the
Reserve Bank to acquire the prescribed nu'nber
of qualifying shares, we recommend that a suff-
cient number of shares should be reserved by
Government to be available for purchase by the
Directors and members of Local Boards at paz,
and that these purchasers should give an option
to Government to repurchase such shares at par
when they retire.

We attach great importance to securing that as
large a proportion of the population of India as
possible shall become shareholders of the
Reserve Bank and thereby take an interest in
its efficient working. We therefore recommend
that the widest publicity should be given to the
prospectus of the issue of the Reserve Bank
shares and that facilities for applications to in-
vestors should be given through Government
post offices and treasurios.

Sub-clause (5).—We have come to the con-
clusion that a more equitable distribution of
the original capital having regard to the
population of the sreas concerned be made in
the following manner:— '

Bombay register—140 lakhs;
Caloutte register—145 lakhs;
Deihi register—115 lakhs;
Madras register—70 lakhs;
Raﬁgoon regisber—30 lakhs;
We have suitably amended this sub-cleuse.
Sub-clause (6).—We have split up thws sub-
clause into & number of sub-clauses.  The
original arrangement seemed unwieldy.

Clause 5.—It wes originally provided in the
Bill that any additional shares created shouid be
assigned to the various registers in any manner
fixed by the Central Board with the previous
sanction of the Governor General in Ccuncil
snd that the latter should also determine the
manner in which such additional capital sbould
be allotted to the verious areas. We havs re-
commended that the distribution should be in
the same proportions as fixed for the original
share capital.

la view of the liability that would be placed
on the Government by any increase in the share
capital of the Bank we consider that tie pre-
vious approval of the Central Legislature should
be obtained to any increase in the share capital.

We have also made certann minor conse-
quential amendments in this clause.

Clause 6.—It was suggested to us that
branches of the Reserve buuk shuuld be nvened
at Lahore, Cawnpore and Karachi. The prin-
cipal resson tor tlus suggestion was that the
bunks and the public at those pluces would not
otherwise get the same iacilities as would be
available at places where there were offices und
branches of the Reserve Bank. We wish to
emphasise that at pluces where it has no branch
the lieserve Bank must, through its agencies,
provide facilities of the same adequacy as are
available at places where it has oftices or
branches. We do not desire to fetter the dis-
cretion of the Reserve Beank in regard to the
opening of branches as it should be guided in
this matter by practical- experiemce. We,
however, recommend that in the Agreement
between the Reserve Bank and the lmnperial
Bank of India it should be made clear thut the
former is not prevented by that Agreement from
opening a branch anywhere if it considers this
necessary or desirable.

We considered in this connection whether it
would be proper to place a statutory obligation
on the Reserve Bank to open a brancit in
London. We have noted that the present ten-
dency among the Central Banks of the world
is not to establish branches outside their own
countries but to employ other Central Ranks
us their agents at foreign centres. While we .
should be unwilling to make any recommenda-
tion which could be construed as a failure to-
appreciate the importance of internationul co-
operation between the Central Banks of vurious
countries, we cannot acoept the view that the
practice of other countries affords an exact
parallel to the particular case of India as regards
representation in London. We therefore
think that the Board should have ubsolute
discretion to open a branch in London and we
recommend that the provision requiring the prior

nssent of ths Governor General in Council should
be .deleted. '



We recommend that, as in the case ot the
Imperial Bank, the Head Office of the Bank
should be migratory, as we consider that cther-
wise there might be some risk of failure to
secure evenly balanced consideration of the
varying interests of different parts of the Indian
continent.. We have therefore amended the
clause to provide that there shall be ofiices in
Bombay, Calcutta, Delhi, Madras and Rangoon
snd have left it .to the discretion pf the Central
Board how they should move their headquarters
between them.

Clause 7.—We have made a small drafting
amendment to bring out more clearly the inten-
tion of this clause.

Clauss 8, sub-clause (1) (a).—We consider that
one of the most vital points uftectinyg sue
successful operation of the Bunk wul be the
personality and qualifications of the Governor.
1t is in our view essential that he should Le &
mun who will command the conndence of the
public generally and particularly of bunking und
commercial ciroles, 80 that the policy uf the
Bank whuch will largely depend on ms guidance,
may be accepted us suthoritative. We do unot
consider that vhese conditions will be fulfilled
unless he is a man who has established a posi-
tion n the buainess world and we have theretore
recommended .he inse.twn ol a provision in
4 new sub-clause (»), to cover appointinents
made both under clause 8 and clause 15,
thut he must be a man ‘‘of tested bank-
ing experience covering a period of ut least
five years’”’. We have given full consideration
to the arguments put forward by the tiovern-
ment members who, while not differing {rowm our
general appreciation of the position as stated
above, have warned us that the actual definition
of the qualifications which we have reconunended
may, on the one hand, prove ineffectiva for
excluding unsuitable appointments, and, on the
other hand, prove unduly hampering to the
discretion of the appointing authorities und by
their very rigidity exclude a man who migbt be
exactly, fitted for the post. They have pointed
out to us that commercial banking expgrience i¢
not necessarily an adequate qualification for the
head of a Central Bank, and that recent
experience of other countries affords 1uany
examples of extremely successful appointnents
of men who would have been excluded by the
words of our proviso. While recognising the
force of these arguments, we think it necessary
definitely to provide in the statute for tho exolu.
sion of certain types of appointment which we
should consider undesirable, and we are pre-
pared to face the necessity for amending legi}-
Iation in the event of our words proving in
practice to be unduly hampering.

We do not think it necessary to imposc any
gimilar restriction on the selection of the
Deputy Governor because these appointments
will afford a suitable opportunity for glving
practical banking experience to men who are
utherwise well qualified.

We consider that the responsibilities falling
on the chief executive officers of the Bank will
be such that it will from the very outset be
necessary that there should be two Deputy
Governors and we have amended this clause 8o
as lo make their appointment obligatory.
Many of us wished to add a provision .t.i.ut of
the throo highest posts thus created (viz., the

Governor and two Deputy Governors) one at
least should be an Indian. We have, however,
been informed that the official members in
charge of the Bill are prepared to give a definite
assurance in the Legislature that the Govern-
ment will take account of our refpresentations
und that it will be its policy in muking the first
appointments and thereafter that at least one
of the three shall be a qualified Indiun. We
are satisfied with this assurance.

We wish to make it clear that we accept the
proposals of this cluuse as regards the appoint-
ment of the Governor and Deputy Governors
on the understanding that there must be prior
consultation between the Governor General in
Council and the Central Board before any re-
commendation is made—in short that the vprac-
tice hitherto followed in the case of the
appointment of the Mauaging Governors of the
lmperial DBank, to which an exactly simiiar
statutory provision has applied, should be
observed.

Sub-ciause (1) (b).—We considered whether
uny addition should be muade to tius sub-:lause
in the torm of a direction to the Governor
Generul 1 Council as to the manner in which
he should qgercise his power of nomution.
We have been ussured thut it is intenued that
tlns power shall be used to ensure thut terri-
toriul or economic interests which have not
secured adequate representation in the elections
shull have such maduquacy corrected by thug
means, We do not consider it appropriute to
cmbody in the statute any specific pirovision
for the {ulfilment of this intention, but we
cousider that in the instrument of instructions
to the Governor General a passage should be
inkorted making it clear that this power should
be exercised in the general manner indicated
ubove and in particular to secure adequate
representation of the interests of agricuiture
and co-operative banking if these interests haa
not secured such representation among the
clected directors.

Sub-clause (2).—We have made an alteration
in the wording here. In view of the Govern-
ment's interest in the financinl carnings of the
Bank we consider that it should have a voice
in fixing the saluries paid to the chief execu-
tive officers.

Sub-clause (4).—We recommend that nomi-
nated Directors sliculd hold oftice for five years
in the same way as elected Directors. We
consider that the provision in its original form
might tend to fetter their independenve of
judgment. We have proposed an amendiaent
for the same purpose in cluuse 11.

Clause 9, sub-clause (1) (b).—We have filled in
an obvious lacuna in this sub-clause and in the
new proviso which we have added, we lLave
indicated clearly  for the guidence of the
Central Board, the object with which the power
of nominating three members to each loca!
Lmnvd has been counferred on that bedy.

Sub-clause (2).—We have reduced the value of
u voling qualification from two shares of Rs. 5§00
cuch to five shares of Rs. 100 each.

We have included a provision for the exercise
of sharcholders’ votes by proxy which is un-
doubtedly  necessury.  We have, however,
thought it desirable to include certnin limitations
ug to the persons who may hold proxies for tLis



purpose, and also to introduce words which
will manke jt clesr that a shareholder should not
be allowed to give a ‘general proxy’ and that
proxieg should not be waccepted if mude out
under a general power of uttorney.

Sub-clauses (4) and (44).—We consider it
essentis]l for the convenience of the shareholdera
that the Bank should give adequate notico of
elections to the local boards and publish a list of
shareholders which should be available ouv
purchase. For the latter purpose the Bank
must bave power to suspeunu the registration of
transfers for a reasonable pericd preceding the
election. We have made amendmsonts to give
effect to these purposes.

The other amendments suggested by us in this
clause are of a dralting nsture only.

Clause 10, sub-clause (1).—We have omitted
certain words in sub-clause (I) (a) and ueleted
sub-clause (1) (b) which appeared to us tc be
unnecessary as the qualifications are sufficiently
defined by sub-clause (1) (a).

Sub-clause (2).—We have added in this sub-
clause certain additivnal disqualificationg tuken
from ‘the Indian Companies Act which scem to
us to be necessary.

‘We have omitted the proviso t® thig sub-
clause as we considered that the objections to
a Btate official being appointed would be no less
than to any other Government official.

Sub-clause (24).—We have proposed the
insertion of a new sub-clause on the lines of
a similar provision in the Imperiul Bauk of
India Aect. |

We have also suggested in thig clause certain
minor amendments of u drufting nature,

Clause 11, sub-clause (1).—For the purpose
explained in our note on clause 8 (4¢) we have
amended the proviso to thig clause 8o ns to
place nomina‘ed directors on the same footing
as elected directors.

Sub-clause (2).—We have reduced the value
of qualifying sheres from Ra. 10,000 to Rs. 5,000.
We consider the smaller figure adequate.

‘We have added a provision at the end of this
sub-clause for the vacation of office in the case
of continued absence. It is of the highest
importance that Directors and Metnberg of Local
Boards of the Reserve Bank should be ready
to ‘give adequate attention to their responsibili-
ties, |,

Sub-clause (3).—We hava altered the wording
of this sub-clause so as to make the provision
mandatory instead of discretionary. We have
aléo deleted as unnecessary certain wordg in
this sub-clause regulating the period wichin
which directors should be required to acquire
the prescribed number of qualifying shares as

the addition which we have suggested in new:

“clause 4 (8) should obviate any difficulty.

Sub-claugse (34).—We have inserted a new
sub-clause (3.4); we feel that in the interests of
the Bank a provision on these lines is desirable.

Bub-clause (4).—We have increased the
pericd within which a member of the Legislature
must demit office. To limit this to one month
would, in our opiunion, present pructical diffi-
culties. !

Clause 1%, eub-clause (J).—We think that
the initiative' in this matter should come trum
the Central Board. @ We have amended this
sub-clause accordingly.

Sub-clauses (J) and (4).—We have re-
arranged the provisions .f these sub-cluuses as
it did not appear to us that in their original
form they provided properly for maintaining ut
all times the representative nature of the
elocted members of the Central Board.  The
effect of our propusals is that a vacancy of an
elected member in the Central Board will he
filled in the follewing munner: first un election
to fill hig vacancy in hig Ioca] Board and then
an election by the newly completed local board
to fil] the vacancy in the Central Board. In
the case of a vacancy of an elected member of
8- Local Board who is not also a member of the
Cenjrul Board we consider that it would suffice
for such a vacancy to be filled by co-option
until such time as the l.oca] Board is called
upon to fulfil its function of electing a member
to the Central Board. Befcre that is dcne, the
co-opted member should be replaced by an
elected member.

Clause 13, sub-clause (1).—We have made an
asmendment consequential to our amendment
of clause 6. |

Sub-clause (1A).—We think that provision
should be made so as to enable any three
Directors to convene a meeting of the Central
Board. We have added this new sub-clause
accordingly.

We considered whether it was necessary to
provide what should be a quorum for a Diree-
tora’ meeting, but have agreed that this matter
should properly be governed by regulationg to
be made under clause 52.

Claugg 14.—We have mnde a consequential
amendment corresponding to our amendment of
clause 6. We have followed the procedure of
the Imperial Bank of lndia.

Clausg 15, sub-clauses (3) and (4).—We nave
redrafted these sub-clauses on lines which we
consider to bs a distinct improvement on the
original draft of these sub-clauses, by providing
both for a more even flow of replacement, und
for a quicker replacement of nominated by
elected directors.

As regards the general purpose of this sub-
clause the non-official members of the Com-
mittee have made it clear that they would not
consider anything loss than 75 per cent. of the
voting directors as affording a proper representa-
tion of Indians. We have received an assurance
on bebalf of the Government from the Govern-
ment members of the Committee that the
Governor Genera] in Council will exercise his
powers so as to ensure the proper representa-
tion of Indians on the first Board.

Clause 17, sub-clause (1).—We think that it
is desirable to make it clear that the Reserve
Bank can accept money on deposit from loca!
authorities. We have amended the sub-clause
accordingly.

Sub-clauss (2) (a).—We have added the
word ‘‘on’’ to enable the Bank to discount
rupee import bills in the event of such instru-
ments coming into existence in the future as
contemplated by the Central Banking Enquiry
Committee.



Sub-clause (2) (b)—We consider that the
period of six months is unduly restrictive in
the case of agricultural bills and, following the
‘practice in the United States of Americs, we
have raised the period of six to nine months.
We have also omitted the proviso in the original
clause as being undesirable in the present con-
ditions of India.

Sub-clause (3).—We have re-arranged this
sub-clause and divided it into three
sub-clauses 8 (a), (b) and (c). In sub-ciausc
(8) (v) we have restricted the operations of
the Reserve Bank to scheduled banks only, a:
we do not think the Bank would normally
require to transact such business with other
persons, while’ we hsve separutely provided in
clause 18 for relaxing the restrictions in this
sub-clause on special occasions.

On the other hand in sub-clause 8 (b) we
* have removed any restrictions on the persons
with whom the Bank may deal outside India
in sterling bills.

We have altered this sub-clause consistently
with the recommendation recorded in our note
cn clause 2 (d) that operations in foreign
currency should be restricted to sterling cur-
rency of the United Kingdom.

Sub-cluuse (4).—We consider that in ordinary
cireumstances dealings under this sub-clause
should be restricted to banks, public authorities
and Indian BStates. We have made provision
in clause 18 for its extension where this is
considered desirable on special occasions.

Sub-clause (4) (b).—We have included silver.

Sub-clause (4) (c).—We have omitted the
proviso for the same reasons which led us to
omit the proviso to sub-clause (2) (b) of this
clause.

Sub-clause (4) (d).—We have omitted this as
unnecessary in consequence of the change
made in 17 (4) (¢).

Sub-clause (4) (¢).—We have omitted the
proviso because we consider that there is little
likelihood of the bill habit developing within
five years to such an extent as to make it possi-
ble to discontinue this practice within that time.

Sub-clause (5).--We consider that.the provi-
sion in itg original form might lead to undue
latitude. In an extreme case 1t would be
permissible for Government to borrow in this
way for a period of fifteen months. We con-
pider that such advances should normally, as
soon as possible, be converted into treasury
bills which should be offered on the open market
oven though the Reserve Bank may toke them
up. We have therefore limited the period to
three months. We have enlarged the scope of
thig clause so as to include advances ‘to such
Local Governments as may have the custody
and management of their own provincial
revenues.

Sub-clause (6).—We were informed that bank
post bills are not made payable elsewhere than
at the office of issue and have amended the
sub-clause so as to state the existing practice
correctly.

Sub-clause (7).—We consider that in view of
the limitation of holdings to securities of the
British Government [vide our note on sub-clause
(2) (d)] this provision is unduly reatrictive‘and
that the Bank should be empowered to purcnase
such securities up to s maturity of ten

years. We mus! make it clear that our iutehs
tion ig that this should bs merely an enabiin
clause, and that in praetice the Bank shoulg
urrange for its holding of securitieg to be. as
liquid as possible.

Sub-clause (8).—We consider that the sub-
clause as originally drafted was unduly restric-
tive and would not allow sufficient facilities for
open market operations by the Bank. Wg have
therefore modified the amounts in the proviso
but wish to make the same point here which
we did with reference to sub-clause (?), namely,
that these figures are to be regarded as a
maximum and that in ordinary circumstances the
Bank must keep its security holding as liquid
as possible and operate well below these limits.
We also consider that, in view of recent flota-
tions by provincial Governments, there is no
reason for restricting the maturity of securitirs
of a Local Government to ten years. As regards
securities of Local Authorities and of States in
India we think it better that instead of limiting
these according to their maturity, their cligi-
bility should be subject to the general over-
riding approval of the Guvernment of Indi:
which would enable each particular ¢ase to be
considered on its merits. @ We have amended
the sub-clause accordingly,

We also wish to provide that where a security
is fully guaranteed both as to principal »nd
interest by any authority, it shall be considered
for all purposes as the equivalent of a security
of sueh authority.

Bub-clause (9).—We have not restricted the
operation of this sub-clause to scheduled banks
or public authorities because we consider that
thers might be cases in which sueh restriction
would operate inconveniently in practice. At
the same time we wish (o make it clear that
in our view this power should not be exercised
by the Bank so ag to ccmpete in its normal
business with the commercial business of other
banks. It should be the duty of the Govern-
ment to watch this and to see that the internsts
of other bankg are in practice protected.

Sub-clause (13).—We see no reason why this
should be restricted (> sterling standard
countries. It is desirable io promote co-opera-
tion between Central Banks, and we therefore
consider that the Ieserve Bank should be
empowered to act as the agent cf any Central
Bank, and vice versa.

Clause 18.—We have added words {o thj
clause so as to muke it clear that although th
exercise of these powers should not necessarily
be regardsd as limited to occasions of so critical
s nature as to justify their description as an
emergency, nevertheless they are not to be
vsed for the normal operations of the Bank and
should be restricted to spocial occasions. We
have also modified it so as to prcvide for the
delegation of the powers of the Board to & com-
mittee of the Board as well as to the Governor.
We have further thought it desirable to make
it olear that although in order to make quick
action possible the Board may delegate its
special powers under this section to a ocom-
mittee or to the Governor, nevertheless such
delegated powers should not normally be
utilised without previous consultation with the
Board, and that if in cases of special urgency
such previous consultation is impossible, the
members of the Board shall be informed at once



aq--timt, if they think fit, they can convene u
special 1neeting to have the policy consider d
and decided.

We have also made amendments conse-
quential on the limitations which we have
suggested \in our amendments in sub-clause (3)
ond sub-clause (4) of clause 17.

Clause 19, sub-clause (4).—The ward ‘'unse-
oured’’ appears to convey very little meaning
without qualification and we think taat it
should be omitted, thus leaving the powers to
make loans and advances oxclusively regulated
by the clauses which give powers in this
respect.

Clauses 20 and 21.—~We think that it should
bs made clear that the Governor General in
Council should have the final power of decision
regurding the terms on which these transactions
are to be carried out in the uunlikely event of a
failure to settle them by agreement. We also
consider that the Agreement to-be entered into
with the Reserve Bank, in view of its im-
portance, should be laid on the table of both
Houses.

Clause 21, sub-clause (2).—We have omitted
the words ‘‘in India”’. They appear to us to
be unnecessary, because in present circumstan-
ces neither the Governor Geueral nor Local
Governments can, as such, float loans outside
India, and, should they acquire this power in
the future, an amendment would be necessary,
if these words were retained, to have them
removed.

Clause 22.—We do not see any need to use
the expression ‘‘paper money’’. We also think
that the limitation to one year is unduly rigid
and might prove inconvenient in practice, while,
on the other hand, we cannot see any objec-
tion to the Bank being allowed to use Govern-
men¢ currency notes until the stocks are
.exhausted.

Clause 24.—-We consider that the clause in
its original form wag unduly rigid and might
have proved inconvenient.

Clause 25.—We have added a few words so
as to make it clear that the primary duty for
making proposals as to the form and design of
notes rests with the Central Board. We
consider that sudden and drastic changes in
tln design and form of notes should not be

made -

Clause 27.~There is at present no machinery
for the sterilization of notes and it is unlikely
that any will be introduced in view cf the
comparative simplicity of destroying notes and
issuing new ones. We have therefore om:tted
the first part of this clause.

Clause 28.—We have retained this clause
pending examination by s small committee of
ofticia] and non-official experts, which should
meet as socn as possible, of the whole ques-
tion of the rules regarding puyinent on lost,
stolen or mutilated or imperfect currency or
bank notes. We may add that if our recom-
mendation that the Reserve Bank should offer
free remittance facilities to scheduled banks
between their branches is accepted, the question
of the rules referred to above rmav lose much of
the importance that is now altached to it.

Clause 30.—Weo consider that the remedy
proposed ‘in .the clause in ity original form was
inappropriaste. 1f the Bank iailed to comply
with the requirements of Chapter II1 or of
any other provison of the Act and if, in
consequence, it was decided that it should
forfeit the right of note issue, it is hardly
conceivable that it would command the confi-
dence of the public to such an extent as to be
allowed tc remain in charge of the other
functions entrusted to it by the Act. We there-
fore .consider - that in such circumstances a
complete reconsideration of the position will
be necessary. It is not possible to lay down
in advance exactly what steps will be necee-
sary nor do we feel entitled to assume that
the liquidation of the Bank will necessarily and
inevitably be the only possible course. We.
therefore think that the right formn of prevision
is one which will give the Government power
to make emergency arrangements and lay
upon it the duty of consulting the Legislature
at the first opportunity, after which further
und permanent measures can be settled. We
have drafted the clause accordingly.

We thiink it important to record our view
thut if a failure by the Bank to fulfil its obliga-
tions under the Aot ig the result of a national
emergency or a crisis arising from factors over
which the Bank had no control, it would be
the duty of the Government to use the resour-
ces of the Btate in mnaintaining tle Bank and
tiding over the difficulty.

Clause 31.—We have inserted the words ‘“‘in-
cluding hundis’’ after ‘“‘drafts’’ in the proviso
so as to make the wording of the proviso con-
form to the wording in the body of the clause.

Clause 32.—The powers of a Presidency Ma-
gistrate or a Magistrate of the first class
to impose fines are limited to a maximum of
Re. 1,000, ko that the wording of the ciause
as it stocd was self-contradictory. We have
altered it to make the meaning clear.

Clause 33, sub-clauses (1) and (¢).—As we
stated in our note on clause 2, sub-clause (d),
we consider that the fiduciary external assets
should be limited to securities of the United
Kingdom.

Sub-clause (2).—SBome of us have wished to
prescribe (a) for the amount of gold at present
heid by Government in its currency reserves—
namely, about 44§ crores—being retained as a
minimum, and (b) for maintaining the gold in
the reserves at a minimum percentage of 20
per cent., to the liabilities of the issue depart-
ment. As against this it has been argued by
the Government members (a) that even if it
might be thought right as o matter of policy, at
least in present circumstances, not to part with
any of the present stocks of gold, nevertheless
a statutory prohibition against dealing in any
way with any of the gold may prove unduly
hampering on the Bank and so weaken its
power to defend the position in case of need
that in practice the limitation might prove to
be not an added safeguard for the preservation
of the reserves but an actual source of weakness,
(t) that any percentage provision is in present
circumstances entirely unsuitable, for it might
force the Bank actually to buy gold at times
when such a purchase would involve in any case
a heavy book loss (owing to the fact that gold
has according to the accepted provisians of this

-



Bill to be valued at & price which is about 88
Per cent. below its present market value) and
-possibly an ultimate real loss. Those of us who
have supported the former views are prepared
%6 aceept & compromise in the form of increusing
‘the minimum to 40 crores and this the Govern-
“ént members have stated that they are pre-
‘pared to accept as part of a general plan which
|is 1n other respects satisfactory.

. Sub-clause (3).—We have omitted the words
“‘druwn and’’ s a consequential amendment to
‘$he umnendment which we have suggested in
17 (4) (¢). We also consider that the limitation
of rupee securities might prove unduly restric-
tiva, We have therefore altered the word
"‘less’’ to ‘‘greater” and have made additional
provision for a further 10 crores with the permis-
sion of the Governor General in Council,

Sub-clause (6)—We have omitted sterling
securities of the Government of India. We do
uot consider that these ure asssts which could
properly form part of the externul reserves, and
there is no need even for their temporary
inrlusion.

Clause 35.—We have added a proviso to make
it clear that at the time of trunsfer the whole of
we gold coin and bullion held by the Governor
Ueneral in Council in his reserves should be
transferred to the Bank,

Clause 36.—As a result of the provisions of
this clause which differ from those of the eurlier
Reserve Bank Bills, the Government will be
left in possession of a large part of the stocks of
silver bullion and rupees which it now holds.
The policy of disposing of such silver and the
methods of accounting for its proceeds involve
important issues which the Legislature should
be given an opportunity to consider. We have
dealt with chis question in the final paragraph
to' this Report.

Sub-clause (1).—We have altered- 1/10th to
1/6th because we consider that, particularly in
view of the obligations which we ure putting on
the Bank in clause 89 to make its notes fully
convertible into silver rupees, a proportion of
1/10th is too low. ’

Sub-clause (2).—For the same reason we have

altered ‘‘may’’ in sub-clause () to *“ghall”’.

We have also substituted the words ‘‘securi-
ties-of the British Government’’ for ‘‘securities
of sterling standard countries’ consistently with
our proposals under clause 33.

Clause 37.—The small amendment in this

clause is consequential.

We have sdded a proviso to ensure that the
rainimum gold holding specified in clause 38 (2)
ghall in any case be retained as the last reserve.
We oconsider that if the currency reserves had to
be drawn upon so heavily that they were reduced
to 40 crores a situation would have been created
which would in any case require reconsideration
of the whole position. In that event we think it
of the greatest imnortance that the Bank should

possess at least this minimum holding. of gold .
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as 8 nucleus of reserves with which to maintain
the ourrency position on tho new basis which
‘might be settled after such reconsideration. It
is because we consider that a stock of gold will
in gsuch circumstances be the most valuable
nucleus that we think this minimum should be
preserved in the shape of goid rather than in
sterling securities. In making this recom-
mendation we do not inply that a provision of
this pature, earmarking a certain portion of the
currency reserves for special treatment, . is
necessarily suitable as a permanent provision,
and we recognise that 1t may have tc be recon.
sidered when the occasion contemplated in the
preamble to the Bill arises and it is possible to
frame measures for establishing the Indian
monetary standard on a permanent basis.

Clause 38.—We have omitted the word “‘new!”,
which weeiwns irrelevent in this context.

Clause 39.—We rousider it essential that pro-

‘vision should bt made to ensure the legal ‘con-

vertibility of the notes of the Reserve Bank into
silver rupees.  Tven though on theoretical
grounds such a provision might seem undesirable,:
wa feel that it is nuch mote important to ensure
that confidence in the notes of the new institu-
tion will not be endangered.

Tt is,. in our view, implicit in this clause .that
the Bank wul create suifficient hranches, offices
and agencies throughout the country to enable
it to fulfil its obligutions to supply different torms
of currency sc us to meet the reasonable neede
of the public.

Clauses 40 and 41.—In accepting the provisions
of these clauses we have read them together
with the preamble and have accepted the con-
clusiong of the London Committee which we
think it advisable to restute :—

“In the prevalent state of monetary dis-
organisation throughout the world, it is .
impossible to incorporate in the Bill
provigions which would necessarily be
suitable when  monetary systems
generally have been recnst and stabi-
lised. In these circumstances we oon-
sider that the only sound course for
Tndia is tc remain on the sterling
stundard. On this basis the exchange
* obligations ineorporated in the Bill must
neccssarily be in accord with the rupee-
‘sterling ratio existing at the time when
the Bill iz introduced. This statement
does not, however, imply any expression .
of opinion on the part of the Committee
on the merits or demerits of the present
ratic, . The ratio provisions in the Bill
are designed tc make it clear that there
will not be any change.in the de facto
gituation by the mere coming into.
opsration of the Reserve Bauk Aet .

The Government members have made it clear
to us that their intention in introducing this Bill
is merely to create the machinerv of a Central
Bank and nct to ask for any special confirmation
from the Tegislature of the present ratio. We
are prepared to accept the view therefors that
the ratio-igsue does not.arise iu the present Bill.

Clanae 41.—We have added the sesand proviso’
with a view. to protect the intersts of the Bunks:



Clause 42.—This is a wide and very difficult
clause as it covers entirely new ground and the
conditions in India are so diverse that its
provisions must be regarded as tentative and
may have to be moditied by legislation after

ractical experience has been gained. Wp have
Ead particularly in mind o certain modification
in the form of an extension of the scope of this
clause and for this reason have added a new
clause 49A making it incumbert cn the Bank
to submit proposals for legislation with parti-
cular reference to the conditions ‘of indigenous
benking.

Apart from this, we consider that the clause
in its original form would have been likely to
prove unduly vigid in its operation; and in
particular that to calculate the uverage holdings
of the scheduled banks from monthly returns
might have involved the imposition of penalties
in an inequitable manner. We huave therefore
substituted weekly returns based on the actual

figures of a particular working day. We dis- *

cussed the percentages of 7} and 2} with the
banking experts. They thought that those
proportions were too high but agreed that § and
2 would be practicable. We agree and have
reduced the proportions accordingly. We further
recommend the exclusion of certain liabilities of
a more or less technical character from the
liabilities on which the minimum deposit has to
be calculated. In addition we consider that
loans from the Reserve Bank should be excluded
from the liabilities as calculated.

In sub-clause (7) we have cume to the conclu-
sion that the limit of 3 lakhs is too low and
might result in the inclusion of petty firms
which do not really fall within the intention of
the =rection. We have therefore increased 3
lakhs to 5 lakhs. We considered whether it
would be possible to include together with
capitnl and reserve the amount of deposits as a
criterion but came to the conclusion that they
are so vatiable that this would be impracticable.
In our view any alteration on these lines must
be considered in the light of practical experi-
ence. We also consider that when the question
of the inclusion of companies is being considered,
special care should be taken that companies are
not included which are not performing what is
really banking business. This should not be
difficult for the Bank to decide with reference
to each particular case, though it is difficult to
draft a general definition of what is banking
business and we have not attempted to do so.
It may later he found, a8 a result of practical
experience, possible to incorporate such a defi-
nition in the statute. We have made conse-
quential amendments in the Second Schedule
but we would emphasise the fact that the
Schedule is merely illustrative and that it has
been compiled on admittedly inadequate
material. After the passing of the Bill early
intimation should be sent to the companies
included in it or to any others the inclusicn of
which would seem to be indicated by later
statistical returns so as to give them ample time
to show cause if they consider that they should
not be included.

In connection with this clause we have alsc
considered several representations made by
banks and other parties. One is that the re-
payment of these compulsory deposits should be
*guarapnteed by Govetnment: We are not

l

prepared to recommend such a provision. It
was also 'suggested that savings bank deposits
should be reckoned as time liabilities for tie
purpose of the caleulations in sub-clause (1).
We consider that the terms on which savings
bunks are run by various banks vary so widely
that it would be impossible to frame any
general rule.

In view of the fact that the Reserve
Bank will only have a few offices of its
own, it will obviously he neceswary for the
scheduled banks to keep accounts with the
Reserve Bunk at branches of the Imperiai Bank
as agents for the Reserve Bank. Balances held
on such accounts will of course be taken into
sccount in caleulating the amount of any
scheduled banks’ deposits with the Reserve
Bunk.

Sub-clause (4).—We are informed that it ynay
be difficult for banks in certain parts of theo
country which have branches in the interior
having no easy comrnunication with their bead
offices to submit the returns prescribed in this
clause within the allotted time. We have
provided that in such cases the Reserve Bank
should have power to extend the period for the
submission of the returns.

Clause 424.—We consider that a consoli-
dated statement based on the returns collected
under clause 42 should be published on the
ground that they should be of interest and value
to the public. Though the returneg’ of individual
banks must obviously be regarded as highly
confidential, this consideration does not apply
to statistical returns compiled from them all.

To make the returns more complete for statis-
tical purposes we consider that the Government
should also furnish the Bank periodically with
figures of the amounts of rupee coin, subsidiary

coin and notes held at tteasuries and sub-trea-
suries.

Clause  43B.—We  considered  whaether
provincial co-operative banks should be included
in the Schedule, but came to the conclusion that
though there may be considerable advantages
in such s course, the time is not yet ripe for it.
We consider, however, that if co-operative
banks are to be given the facilities indicated in
clause 17, they should submit the same returns
us those prescribed for scheduled banks so as to
enable the Reserve Bank to see that they are
maintaining a satisfactory position.

Clauge 43 and the Third Schedule.—We have
given very careful consideration, after discus-
sion with the representatives of the Imperial
Bank and other bankers, to the various issues
involved in the Agreement to be entered into
between the Reserve Bank and the Imperial
Bank of India. We think il necessary to record
our views under the following three main
headings: —

(a) Remuneration for handling Government
Account.—On the basis ~f the figures suppiied
to us we have reached the conclusion that the
terms suggested are reasonable and represent nc
more than is necessary barely to cover the actual
cost incurred’by the Tmperial Bank in perform-
ing these services. We are assured by the
Government representatives that these figures



were based on detailed and audited statements
supplied by the Tmperial Bank and accepted by
the Finance Department after careful examin-
ation of the method of distribution of over-head
charges. We think, however, that it would be
satisfactory to the Legislature that the basis on
which the costs have been calculated should be
independently examined by the Auditor General
and that a report by him should be presented by
the Government when these provisions of the
Bill are under discussion indicating whether in
his view the basis on which the costs have been
calculated is reasonable and the results of the
caloulations correct, '

(b) Compensation for the keeping open of
branches.—We consider tkat the method pro-
posed in the Schedule of keeping specified
minimum balances with these branches  either
fice of interest or at concessionul rates is not a
satisfactory method for fixing compensation
under this head, for the value of such balances
must vary greatly according to the rates obtain-
nble for the, use of money. It appears to us
much more satisfactory that a definite annual
payment should be made, based on the losses
actually incurred. At the same time it would
not be justifiable to settle this compensation for
a long period on the basis of present results
because it must be anticipated that with the
general development of banking in India these
branches will become progressively more
remunerative. 'We therefore propose a dimi-
nishing scale leading to a termination of all
compensation after 15 years.” We consider that
the figures proposed are reasonable on the basis
of the statements supplied to us as to the actual
cost of maintaining these branches but in this
case also we recommend that an independent
check on the calculations should be made by the
Auditor General and included in the report
already referred to.

{c) Perind of agreement.—We have taken into
sccount the fact that as the compensation for
maintaining the unremunerative branches would
terminate after 15 years, there would be some
advantage to the public in continuing the Agree-
ment beyond 15 years so as to prolong the period
during which the Imperial Bank remains under
an obligation not to close any of these branches.
On the other hand, we consider, first, that a
period of 25 years is in any case too long for a
commitment of this important nature and,
secondly, that inasmuch as the commissicn
payeble for handling Government Account is
intended to be based on the actual cost of the
services rendered, the rate of commission should
be open to recalculation at a comparatnyely eprly
date. Taking all the foregoing considerations
into account, we recommend that the Agreement
should run for 15 years subject to termination
on 5 years’ notice given at any time after that

eriod, and that the commission payable for
Eandling the Government Account should be
reviawed at the end of ten years and thereafter
at five-yearly intervals. It should be made
cleay that the object of such review would be to
settle the actual cost to the Imperial Bank, that
the commission should be settled on this basis,
and that the calculations shall be subject to ex-
pert uccounting investigation. In the event of
any difference of opinion as to terms arising
between the Reserve Bank and the Imperial
Bank, we recommend that power to settle the
terms finally should be vested in the Governor
Genersl in Council.
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In view of all the arrangements as regards staff,
ete., invelved we consider that a period of five
years for notice of termination is no more than
ressonable.

Lastly, there is one iniportant point which
should be made clear in this agreement, name-
ly, that it should not in any way preclude the
Reserve Bank from opening its own offices or
brunches at any place where the Central Board
may, as a result of experience, find this to be
expedient in the interests of the public notwith-
standing the fuci that the Imperial Bank has up
to then'acted as its agent at such places.

Clause 434 and Clause 44 (includsd in Chap-
ter 1V).~—~We think that the provision in clause
44 for the building up of u Reserve Fund would
throw an unnccessarily heavy initial burden on
central revenues, At the same time we consider
it highly desirable that an adequate Reserve
Fund should be available to the Bank in its enrly
years, the main purpose of such a Reserve Fund
being to provide a margin against possible
depreciation in securities held eitner in the Issue
or Banking departments of the Bank. After
careful consideration we have come to the gon-
clusion that the most satisfuctory solution would
be for Government to start the Rank with the
full reserve proposed in the Bill by making over
to it the sumn of 5 crores in short-dated
Government securities—probably treasurs bills.

The arrangements for distribution of profits
should then provide that this Reserve Fund will
always be maintained at the figure of § crores.

This change does not involve any substential
recasting of the provisions of the original Bill,
all that is necessary being to omit that part of
the provisions which covered the period until tha
reserve had been built up to 5 crores. We hLave
amended the clause accordingly and also
included a provision for the initial transfer of
the 5 crore Fund by Government, so that this
{ransaction may be covered by a vote of the
Legislature,

Clause (444).—We consider it desirable to
make provision for the exemption of the profits
of the Bank from income-tax and company
super-tax, while at the same timo providing
that the shareholders will have to pay income-
tax on the dividends which they actually
receive,

Clause 45.—We think it is desirable that the
Bank should have power to discount agricultural
bills at concessional rates which may be below
the rate for the purchnse or rediscount of com-
mercial paper. We have therefore altered the

words “‘minimum rate’’ in thig cluuge - to
“standard rate'’.
Clause 47.—We think that the Governor

General in Council should also have discretion
to appoint the Auditor General as auditor
under this clause if he so desires. We have
amended the clause accordingly.

Clause 49.—We have provided that the an-
nual accounts transmitted to the Governor
General in Council by the Reserve Bank should
be accompanied by a copy of the Direstors’
report on those accounts.



Clause {494).—Though we oconsider it im-
portant that a stert should be made on the
lines indicated in clause 42, we recognise that
the developments at this stage must be
tentative. We therefore consider it important
that a statutory provision should be included,
making it incumbent on the Bank to report
at the earliest practicable date and in any
cese within three vears and, if necessary, to
prepare proposals for legislation so as to include
indigenous bankers and other parties. doing
bavking business iu India who are not at
present included in the Schedule within its
scope subject to such restrictions as the Board
may consider necessary. Iun this report it
should also include proposals for the closer
linking of agricultural enterprise with the
machinery of the Reserve Bank, possibly by
the establithment of & separate rural credit
department.

We also think that in this clause it would
be desirable to include a provision embodying
in a more concrete form the principle recog-
nized in the preamble, by placing a definite
obligation on the Board to put up proposals
for 2 more permanent currency system for
India when they consider that the pre-requisites
indicated in the preamble have been fulfilled,
that i8 tc say, the international monetary
position has become sufficiently clear and
stable.
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Clause 50, sub-clause (5).—We have added

this sub-clause to fill up a lacuna in the clause
as otiginally drafted.

Clause 51.—SBome of ug are of opinion that
the Governor General in Council should have
power to purchase the shares of the Bank at
the end of 25 years if in the interests of the
country it is then considered desirable to run
the institution ag a State Bank.

Clause 561, sub-clause (1).—This sub-clause
as originally drafted left it doubtful in whom
the power to initiate liquidation proceedinga
wus vested. ~

Sub-clause (2).—We have added a proviso to
limit the amount of the surplus assets which
would go to the shareholders in the event of
liquidation of the Bank in the early years, We
consider that, without some limitation of this
nature, the shareholders might, particularly as
a result of the proposals mentioned in the note
on clauge 44 for starting the Bank off with a
Reserve Fund of 5 crores, be placed in an
unduly favourable position in the event of

early liquidation of the Bank. Unlikely
though that contingency may be, we have
thought it necessary to provide for it. It will

be noted that according to the original prapo-
sals in the Bill the shareholders would have
been entitled to receive 25 per cent. of the
‘surplus assets’ on liquidation, and as accord-
ing to the proposals for distribution of profits
these surplus assets could hardly have exceeded
the maximum amount of the Reserve Fund,
namely. the amount of the share capital of the
Bank, the shareholders would under the original
proposals nalso have hnd no expactation of a
higher profit on liquidation than 25 per cent;
and this position would onlv have been attained
after severa] years of working. ‘ :

I3
|

'

Clatise 52, sub-clause (9) (mm).—We have
added the power to make regulations regarding
the fees to be paid to Directors and to members
of the lLocal Boards.

Sub-clause (2) (mmm).—We think it desir-
able to make special provision for regulations
regarding the relations of scheduled banks
with the Reserve Bank. In particular, it may
be found necessary or desirable for the Reserve
Bank to cal] for further information from them.

Sub-clause (2) (mmmm).—Though the manage-
ment of clearing houses is one of the usual
functions of a Reserve Bank, we think thag it
would be as well to make specific provision for
the rogulations which the Bank will issue in
this matter,

8ub-clause (3).—We have added thig sub-
clause to make it clear that copies of any sush
ragulations wil be available to the public on
payment.

4. The Government put before us a
memorandum+ which we have attached to this
Report containing their proposals for dealing
with three important matters which were re-
commended for further consideration in India
by the Committee which considered the Reserve

Bank proposals in Tondon. These matters
are : —

(1) The method for dealing with the
surplus stock of rupees which are at
present held in the Government's
eurrency reserves, but which will
under the plan embodied in the pre-
sent Bill be retained by Government.

(2) The amount of external reserves which
should be handed over by Govern-
xﬂzent initially on the formation of the

ank.

(8) The method for dealing with any profit
or loss which may vesult from a reva-
luation or a sale of the stocks of gold
to be handed over to the Bank by
Government,

The first of these questions arises as a result
of the general plan embodied in clause 86 of
the Bill—the effect of which is that, contrary to
the plan embodied in the earlier Bills, Govern-
ment, will retain the responsibility in connec-
tion with the silver coinage so that the Bank
will not have to carry stocks of silver coin
surplus to its own requirements, or be con-
cerned with sales or purchases of silver bullion
or any loss which such transactions may in-
volve. While we are prepared to state that
we approve of this general plan, we have not
had time fully to consider the details of the
Government’s proposals as regards the methods'
for dealing with the stocks of silver to be re-
tained by QGovernment nor as regards the
matters ariging under the other two heads. In
the circumstances, a8 we wure bound to present
our report on the Reserve Bank Bill by Novem-
ber 20 and shall by that aet have completed
the function laid upon us by the Legislature in
this matter, -we can only recommend that the
details of the Government proposals should be
further studied by the Legislature by such
means as it thinks fit, o )

t Appendix A.
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5. The Bill was published in the Gazette of to require re-publicati '
India dated the 16th September, 1988. We  (po wr 1o fug;% '°;':"’,:‘(;W"ﬁfne‘:§edf“°mm°nd
think that the Bill has not been so altered as ot
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APPENDIX A.

MEMORAXDUM BY THE GOVERNMENT REGARDING
DISPFOSAL OF SURPLUS SILVER.

In paragraph 21 of the report of the London
Committee on Indian Reserve Bank legislation
they made certain recommendations regarding
the transfer of rupee coin between Government
and the Bank which have been embodied in
clause 86 of the Reserve Bank of India Bill,
1088, und as regurds certain matters erising
out of these recommerdations the Committee
proposed thag they should* be further exemined
in India.

(a® He:xd?ng (2) of the arrangement recom-
mended was as follows:

of rupees whioch this
arrangement would enable Govern-
ment to remove from the reserve should
be held by Covernment in a separate
account, the silver being held as
bullion, not ag coin. Subject to further
consideration by the Government of
India any proceeds from the realisa-
tion of such rupees dhould not be used,
except for the purpose specified in (8)
below.”’

“*Any surplus

The purpose thus specified was the ‘‘psy-
ment of full value’ (40 per cent. in external
assets) for any further surplus rupees trans-
ferred by the Bank to the Government.

(b) The concluding recommendation of para-
graph 21 was as follows:—

“We do not propose any alteration in the
figure (of external reserves) in the
new Bill, but we think that this pro-
portion muy  not necessarily be
adequate and we recommend that the
question whether a higher proportion
is required at the outset should, before
the Bank ig set up, be carefully consi-
dered by Government in the light of
all the prevailing circumstanecs.”’

2. In paragraph 25 of their Report they also
remarked :

“The possibility would obviously be pre-
gent that the Bank might gain a large
premium on the gold hmded over to it
by Government. The question as to
how such premium should be dealt
with, specially in the event of sales
being made in the intermediate period
pending revaluation of the gold, raises
complex practical issues which we
have not fully discussed. In principle
such profits should belong rather fo
the Government than to the Bank,
but our view ig that- this unrealised
margin should in some way or other be
kept available for strengthening the
position of the currency reserves. We
recommend that detailed  proposals
should be worked out by the Govern-
ment of India for consideration during
the passage of legislation on this sub-
ject.”

8. The points
examination raise two
connected and which,
ernment of India, should be treated together.

thus referred for further
problems which are closely

in the opinion of the Gov-.

The following appear to be the main congidera-
tions which should be taken into aceount:

(a) The proceeds of any sales of the surplus
silver (to be retained by the Government under
the arrangement proposed) and of any surplus
realised on the sale or revaluation of the gold
(to be transferred to the Bank) would represent.
assets originally accumulated against the issue
of currency and as part of the ordinary currency
business of Government. Such assets should
therefore be regarded as primarily earmarked
for currency purposcs.

(b) Tt does not however uvecessarily follow
that such assets should he directly or imroedi-

ately absorbed in the currency reserves of the
Bank, because—

(i) The Government must retain & separate
reserve against the liability imposed
upon it to pay full value for further
surplus rupees which it may be required
to take over from the Bank under the
proviso to sub-clause (I) of clause 86
[cf. also the recommendation of the
London Committee referred to above
in paragraph 1 (a)]. ,

(ii) Reasonable account must be taken of
the general financial position of the
Government which may react on the
currency position. Looking at the
matter from a practical point of view,
it may not be good policy to accumu-
late excessive funds in specially ear-
marked reserves, because in the first
place this may involve a substantial
loss of interest seeing that in normal
circumstances it will only be possible 1>
earn a much lower rate of interest on
such funds than the Government has
to pay on its own public debt, and, in
the second place, the general effect ¢n
India’s credit of vepaying outstanding
loans may be of greater value than
adding’ to the accumulated reserves
(cf. as an actual example in the past
the repayment by the Government of
India from its own resources of tho

£15,000,000 sterling loan i
1939). & m Jenuery,

(iii) If the Bank is started off initially with
reserves in gold and sterling assets
which afford amply adequate cover
against its issue liabilities, the addition
from outside of still further external
assets would serve no useful purpose
and might even put the Bank into a
position of being able with undue ease
to expand the currency against rupee
assets when that was not justified.

4. The Goyernment of India have carefull
weighed the’above considerations and I a!g
directed to place thz following scheme before
the Committee for its consideration:—

() The silver which will be retained by Gov-
ercment, whether in rupee coin or bullion,

. should be regarded as stock purchased by Gov-

ernment from its Currency Department. On



the basis of .the accounte of the Currency De-
partment on the 81st August, 1933 (at which
date the silver stocks attained the maximum
point reached during the current year) Govern-
ment after handing over 50 crores of rupees o
the Bank would retain rupees and silver of a
nominal value of 55,41 lakhs. Against this 55,41
lakhs would be set off the value of the assets
of the Gold Standard Reserve, 53,33 lakhs, 8o
that the net debt against the silver thus retained
by the .Government would be the difference
between these two figures, namely, 2,08 lakhs.

(b) The proceeds of any sales of silver after
the transfer would be credited to a separate
fund more or less on the lines of the preseut
Gold Standard Reserve which it is suggested
might be called the ‘‘Silver Redemption Re-
serve’’. This reserve would be invested by
Government in its entirety in gold or sterling
securities.

(c¢) The book loss on sales of silver since tha
commencement of selling operations is approxi-
mately 81,68 lakhs*, and this figure must also
together with the 2,08 lakhs mentioned under
(a) be regarded as a debt incurred against silver.
To this debt will also have to be added the full
nominsal value of any silver rupees returned hy
the Bank under clause 86(1) of the Bill, while
the full nominael value of any rupees sold to
the Bank under clause 36(2) will be deducted
from it. The loss of 31,03 lakhs already ir-
curred is at present held in a suspense account
and it will continue to be so treated. Intere:t
and amortisation provisions against the debt re-
presented by this loss and the 2,08 lakhs balaunce
of silver to be taken over together with any
further silver which may be taken over will
be made in the manner described in the fol-
lowing paragraphs.

(d) Interest on the outstanding loss which is
in fact represented by a corresponding portion
of the public debt (namely, treasury billg in the
Paper Currency Reserve) is at present met out
of the revenues of the Government of India.
This should continue both for the outstanding
loss and any other additions to the silver debt
referred to above, but the Government of Indin
should be allowad to set off the interest which
it receives from the investments in the Silver
Redemption Reserve. In other words, the
interest on this Reserve will not be added to
the Reserve but will, as at present, accrue as a
receipt to (Government revenues.

(¢) Provision will also have to be made for the
amortisation of the c:utstandiny *‘silver debt’’. At
present no provision is made for the amortisaticn
of treasury bills held in the Paper Currency Re-
rerve 80 that in practice hern is no amortisa-
tion provision for the debt representing losses on
account of silver. The (Government of Indis
consider that some provision should be mads
but any plan for this must be dealt with as
part of the Governmest's general plan for

*This is not really in the true sense a loss, It is
the figura which represents the difference between the
price of the silver suld as bullion and the face value
of the rupees from which the silver was produced. In
order to get a true ricture of the position there must
be balanced against this nominal loss the profits which
tho Government originally made when the rupees were
put into orculation, from wkich profits énter alta, tbe
£40 millions Gcld Standard Reserve was built up.
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"mulate until it resched a total of 10 crores.

Sinking Fund provisions on the public debt—a
question which must be dealt with separately.

5. It remains to consider how the funds which
would accumulate in the Silver Redemption
Reserve should be utilised. The considera-
tions affecting this question have been set out
in paragraph 3 above. Weighing up the various
considerations, the Government of India consider
that it would be a reasonable arrangement t,
allow the Silver Redemption Reserve to acou-
An
further receipts should not be separately in:,j
vested but should be taken direct into Treasury
balances to reduce the outstanding ‘‘silver
debt”” describad in paragraph 4(c) i.e., to be
utilised for the reduction »f debt either by tno
redemption of existing debt or the avoidance of
new borrowing. A Reserve of 10 crores in
external assets would allow for a return of 25
crores of rupees by the Bank to Government,
that is to say the maximum smount which
could be returned in five years. This should be
odequate for all practical purposes and against
locking up funds beyond this reasonable margin
must be weighed the consideration mentioned in
paragraph 8 (b)(ii) above.

6. As regards the second recommendation of
the London Committee [paragraph 1(b)] of this
Memorandum, the Government of India do not
consider that it would be practicable at present
to decide whether and, if so, tc what extent tha
Bank should be provided with external cover in
addition to the 50 per cent. indicated in clause
85 of the Bill. It is of course understood that
the whole of the Government's gold holding wiil
in any case be handed over. Apart from this,
if there should he any margin of other external
assets which the Government at the time when
the Bank is set up did not consider it necessury
to hand over to the Bank and which it would
consequently retain for its own purposes, tha
Government of India provisionally consider that
the most suitable alternative method for appro-
priating any such surplus would be to transfor
it as an opening balance to the Silver Redemp-
tion Reserve proposed above.

7. As regards the third point in paragraph 25
of the London Report (vide paragraph 2 of this
Memorandum), the Government of India do not
consider it necessary to make any specific pro-
posals regarding the utilisatior of any hypothe-
tical profits on the revaluation of gold. Buch
profits might arire in two ways:

(a) There might be sales, in which case there
might be a considerable premium representing
the difference between the market price and
the statutory price as indicated in clause 88(4)
of the Bill.

(b) When the time comes to adopt a perma-
nent currency standard as contemplated in the
preamble to the Reterve Bank Bill, the new
valuation as compared with the valuation at the
old parity ag adopted in clause 88(4) might be
such as to show either a paper gain or loss.

8. As regards alternative (a), sales are very
unlikely and unless they were for a very large
amount, the profit on them would not be suffi-
cient to alter the dividend payable to the share-
holders, in which case the whole of the profis



oh such sales would accrue to Government
under clause 44. The Government of Indie
do not consider it necessary %o legislate for this
highly hypothetical contingency.

9. As regords alternative (b), if there was a
revaluation, clause 83 (4) of the Bill would re-
quire amendment, in which case it would be
open to the Legislature to make a further amend-
ment of the Bill so as to ensure that the whole
of the profits or losses on such revaluation would
accrue to or be borne by Government. If there
were profits, the actuni manner in which any
such hypothetical profits would be utilised is a
still more hypaothetical gquestion on which it
appears to the Government of India to be even
less mecessary to formulate any specific scheme.
It is obvious that any such paper gain should
net be swallowed up in ordinary revenues but

i4

should be devoted to some purrency purpoed
and this most probably would take the form of
an additional fortificatibn of the Silver Redump-
tion Reserve. That, however, is & matter which
could be left to be decided &% the time.

10. The Governmemt of India therefore do
not consider that any provision need be made
in the present Bill with respect to these recom-
mendations of the London Committee, but they
would suggest that a note might be made in the
report, possibly on clause 83(4), on the lines
indicated in the preceding paragraph, regarding
the utilisation of any book gain or loss on gold,
while they would also be glad to have the views
of the Committee on the scheme for a Silvar
Redemption Fund set out in paragraphs 4 and §
of this Memorandum.
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MINUTES OF DISSENT.

I am unable to agres with the Joint Com-
mittee in the conclusions they have arrived at
on clauses 40 and 41. I do not propose to gu
into the question of the ralio on its merits. It
would be futile to do so, since the Act cannot
come into force for a considerable period of
time after the Bill is passed by the Legislature.
In these difficult times he would be a bold man
who would afttempt to prophesy what will
happen in the world even in a few weeks time.
How is it then possible to fix to-day what the
ratio should be about a year hence? Mauy
of us have decided views us to what the ratio
frhould be fixed at to-day, but we are no*
dealing in this Bill with the situation of the
immediate present. This it the spirit in whioch
the London Committee dealt with the question,
which is clearly shown by the following
sentence:—

‘“The ratio provisions in the Bill are
designed to make it clear that there
will not be any change in the de facto
situation by the mere coming into
operaticn of the Reserve Bank Act’’.

Do the majority of the Joint Committee want
us to believe that the 1s. 6d. ratio is likelv to
be the de facto situation when the Act comes
into operation? In the opinion of many well-
fitted to judge, there are just as many, if no%
more, chances of the ratio having to be changed.
The retaining in the Bill of 1s. 6d. ratio under
present circumstances i8 'n my opinion not
carrying out in the spirit the London agreement.
T suggest that the rate should be the de jure
rate of the day before this Act comes into force.

In clause 48 I suggest that the period of the
agresment with the Imperial Bank should be
ten years subject to termination on five years’
notice given at any time after that period. This
will give the Imperial Bank an agreement for
fifteen years certain.

COWASJI JEHANGIR (Jr.).

16th November, 1933.

We have signed the Report.

‘We however regret to note (1) that Madras
has been assigned shares to the value of only
70 lakhs and (2) that Madras is to have only
one Director on the Central Board. As one of
the major Presidencies it is entitled to be pro-
vided with more capital and to have two
Directors.

8. R. M. ANNAMALAI CHET1Y.
G. NARAYANASWAMI CHETTY.
8. M. PADSHAH.

16th November, 1033.

e =

Clause 8 (1)(a).—We 6nd it necessary to dis-
gsent from the proposal that it shall be provided
in the Act that the Governor of the Reserve
Bank must be a man of ‘‘tested banking ex-
perience coveripg s period of ot least five years .
While we fully endorse what has been said in
the main report as to the importance of the
Governor being & man who can command the
confidence of the business community in India,
we feel that the qualificaticns proposed a3
actually worded will not necessarily ensure this
result and may prove extremely embarrassing
in practice. The qualifications and experience
required for the head of a Central Bank are
quite different from those which are necegsarily
acquired in commercial banking, while if experi-
ence of the latter is the only qualification, «
five year period would be quite inadequate. Tha
experience of many countries goes to show thas
men of quite different training have bheen
selected for and proved successful in centeal
banking, and the present heads of the important
Central Banks would have been excluded as
ineligible under the qualifications proposed by
the Committee.

Jlause 33(2) und clouse 37.—The recommen-
dations made in the main report and embodied
in these clauses as regurds ne holding of gold in
the currency reserves are based on the ideas that
gold at present forms the most reliable form of
ourrency reserves, und, vhat practically the whole
of the present stock of gold held by Govern.
ment ought to be preserved and not dissipat-d
in defending the present sterling standard. While
we feel thut such idens have force, and while
we recognise the strength of Indian sentiment
in this matter, we consider that, so far w8
statutory provisions are concerned, these should
not be so framed as to hamper the discretioa
of the Bank to utilise its currency reserves iz
whatever manner may be most effective for
maintaining the stability of the currency. In
exercising this discretion it would of course be
right for the Bank to take account of Indian
sentiment, for any disregard of that might react
on public confidence the maintenance of which
is & vital factor in the security of the position—.
a factor of perhaps even greater -importance
than the actual currency reserves. But it i«
quite & different matter to convert the recog-
nition of these points into a statutory limitaticn
on the Bank's powers. The mere possession oi
powers even if they may always be kept iu
regerve is a strengthenirg factor, and the mere
denia]l of such powers may bhe a wcakening
factor. We are prepared, as stated in the main
report, to agree to the minimum gold holding
being raised to 40 crores us a compromise 'if
thereby agreement can be ohtained to a genersl
plan for the constitution »f the Bank which .
in’.other respects satisfactory. But we should
not, except for this purpose, be prepared ta
accept this figure. whioh we consider to be an un-
due limitation on the Bank’s discretion, and we
1ust record our dissent from any proposals to go
further than this by provisions in clause 37,

GEORGE BCHUSTFR.
J. B. TAYLOR,
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We, the undersigned Members of the Joint
Committee to which the Reserve Bank of Indi»
Bill of 1933, was referred, have considered the
Bill and the Report, and wish to append the
following minute of dissent on the points on
which we are agreed, while reserving ourselves
to append individual notes on other points.

The proposed Bank should be a State Bank.

During the discussion of the Reserve I3ank
Bill in 1927-28, the Assembly accepted the
principle of a State Bank by passing
unanimously section 4 of the Joint Select Com-
mittee Bill. This question was again discussed
in 1981 by the Central Banking Enquiry Com-
mittee; and it also recommended unanimously
that the Bank should be a State DBank.
(Pages 418-419 of the Report). It is now in-
cumbent on the Government to give a convin-
cing reason for going against the unanimous
decision of the Assembly and unanimous recom-
mendation of the Banking Enquiry Cormiittee.
It is regrettable that even such of those mem-
bers of the London Committee as were asso-
cisted either with the Joint Select Committee
of 1927, or the Central Banking Enquiry Com-
mittee and were thus committed to a State
Bank have not chosen to enlighten tho public
as to the exact reasons for their present pre-
ference for a Shareholders Bank. The country
was entitled to expect a clear lead from them.
In the absence of such a lead, we find tl:at the
new proposal is being placed without the
supporters of the Shareholders Bank discharging
the onus of proof that lies on them for going
against a scheme unanimously approved by the
Legislature and strongly supported by all
sections of Indisn public opinion.

The only two arguments which the Govern-
ment can advance for changing the unesnimous
finding are—

(1) A Shareholders Bank is the only form
of bank which will provide Directors
from an electorate free from political
influence.

(2) In most countries of the world, Central
Banks are Shareholders Bank.

We would like to examine closely both these
srguments. The cxperience about the election
of Directorate of Companies clearly shows that
shareholders as an electorate do not oxercise
any material influence. The Directors nanage
to get themselves re-elected. 1In fact, they form
a coterie and keep perpetual power in their own
hands. The coterie is formed by the promoters
who nominate the first Directors.

“The Directors practically exercise the right
of appointing other Directors and they get their
action confirmed or passed by the annual general
meeting.’’
Smith in the following question and answer*
with regard to the Imperial Bank: '

Q. Do you know of any oceasion on which
anybody has been elected in a general

* Footnote by the Honourable Sir Qeorge Sehuater
(Chairman). .

The e disousions were informal coversations which

were only loosely recorded, and circnlated in order to -

refvesh the memory of members. They have not bean
ohscked by thoss who took part in the discussions and
cannot be regarded as accurate records.

Georen SomusTer. -

This was verified by Sir Osborne."

meeting of & Director without tbe back-
door intluence of nomination first by
the Directors?

4. 1 have no recollection of it.

Becondly, the Reserve BBank deals with pro-
blems which cannot be fully dissociated from
politics and it is impossible to remove political
considerations, The Bill itself does not attempt
to remove the political influence of the Becretary
of State. 'The Bill really denies the ntluence
of Indian politicians and affirms the influence
of the Secretary of State. The Secretury of
Stute represents politics just as much as the
future Indian Minister; and hence the substitu-
tion of one for the other does not secure the
freedom from political influence, which is elaimed
by the Government. In either cage the Secre-
tary of Stute will have determining voice, but
in cuse of Shareholders Bank, he will be immuno
from the criticisms of the Indian public and of
legislature. -

As regards the second argument, thsre are
syveral countries in the world, notably Australia
and Sweden, whose Central Banks are State
Banks. During the recent economic perturb-
ances the Governments of many countries were
forced to assume greater responsibilities in the
currency policies of their countries; and the
position of the world is such that no cne can
safely predict the future trend of monetary
policy and the working of the Central Banks.
In fact, the theory of Central Banks 1s in the
melting pot; and the other countries may hava
fo follow America in the Government taking
sctive and effective part in the control of their
monetary policy. Consequently, the argument
in regard to the example of other countries has
not much force until the conditions of the world
are settled down and we know the nature and
significance of the profound changes that are
taking place. Even in England, the Conserva-
tive Government are finding it necessary to
eftect changes in the administration of the Bank
of England with a view to allow greater voice
for the Treasury. .

We now put forward the following considera-

tions as positive and definite arguments in
favour of a State Bank:—

(1) 1t is an admitted fact that the Govern.
ment i8 compelled ©to assume almost
entire responsibility in the administra-
tion of Central Banks st the time. of
financial crisis. The Centrgl Bank
functions smoothly onlv during normal
times; for normal working, shareholders
are as much unnecessarc as the State.
It is the Governor of the Bank that
counts. ‘ .

(2) The State Bank will always oommanrj
greater confidence within a  country
like India than a Shareholders Bank.

(3) Almost the entire profit made by the
Reserve Bank will be derived from the
resources. and support of the State;
and it is, therefore, desirable that the
tax-pavers should be benefitted to the
fullest possible extent from the profits
so derived.

(4) It is an established fact that share-
holders do not form a satisfactory elec-
torate. No shareholder residing in
mofassil would take the trouble of



spending money in travelling in order
to exercise his right of vote. The use
of proxies will be unavoidable; and
election by proxies does not necessarily
represent electorate.

(5) In the case of a private bank, there
will be no machinerv to demand and
enforce larger recruitment of Indians
in the officers and subordinate grades.
It is only in the case of a State Bank
that Indionisation as a policy can be
effectively enforced, ss is evident from
our experience of Railwvay Administra-
tion.

We regret that the possibility of establishing
a’bank on the basis of Stockholders Bcheme,
which was put forward by Mr. S. Brinivasa
Ivengar, the Leader of the Opposition in 1927,
and approved by Sir Basil Blackett, the then
Finance Member, has not been sufficiently
explored, It is a scheme about which Sir Basil
said that—

*'It is one that appeals to the Government
and that they themselves are prepared
to accept.” .

In these days of financial uncertainty, this
type of Reserve Bank would best suit the
country as it could, at any futurc date, if and
when circumstances demand, be easily convert-
ed either into S8hareholders Bank or State Bank,

The Stockholders’ Scheme is appended here-
to. We, therefore, recommend that the
Reserve Bank should be preferably an out-and-
out State Bank on the model of the Joint
Select Committee Bill of 1927 or, in the alter-
native, a bank on the Stockholder plan indicated
above,

In case our proposal for a State Bank is not
accepted bv the legislature, we insist that fol-
lowing modifications are indispensable :—

Not less than three-fourths of the Directors
or members of the Local Boards should be
native Indian subjects of His Majesty,

The External Capital Committee, of which
Sir Basil Bluckett and Sir Charles Innes were
members, accepted unanimously this just prin-
ciple.

The Reserve Bank should establish its own
branch in: London, which should hold entirely
the foreign balances and reserves of the Gov-
ernment of India.  (Honourable Mr. Basu
and Mr. Ram Saran Das dissént from this.)

We are of opinion that every sharcholder
should have one vote for each share with a
maximum of 10 votes.

Reserve.

In determining the amount of Reserve and
especially the nature* of external reserve, we
should consider three important {actors—

1. Paper notes in circulation (amounting to
Rs. 180 crores).

2. The silver rupees in circnlation, which
are really notes printed on silver.

8. Our annual external obligations, which
amount roughly to about Iis. 70 crores.
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It is difficult to determine sxactly the amount
of silver iupees in cirgulation or the exact .
amount of external obligutions; and in view
of the fact that the holders of rupees are as
much entitled to demand sterling as the holders
of the paper notes, and that the external reserve
should be large enough to provide for the pay-
ment of our external obligations in an year of
adverse trade balance, we suggest that the
initial external reserve should be 60 per cent.
of the liabilities instead of 50 per cent- as sug-
gested in the Bill,

As a result of the Hilton-Young Commission
proposals, tha External Reserve was to have
been Rs. 118 crores. Our present suggestion
agks for an external reserve valued, at the
outset, at Rs, 108 crores (with gold stockse
valued at old parity, i.e., the same rate as in
Hilton-Young Report).

As, in connection with the agreement
between the Imperial Bank and the Reserve
Bank, it has been agreed that the Imperial
Bank should offer internal remittances to the
scheduled banks from currency chests free of -
charge, we suggest that, as a result of this step,
the scheduled banks should make inter-branch
transfers for their constituents free of charge. In
other countries, a cheque of any bank is cashed
st any other bank without discount. Facilities
of this kind will greatly increase the velocity
of money in circulation.

For purposes of branch-banking develop-
ment and to give impetus thereto, the Reserve
Bank should maintain a list of approved banks.
These approved banks must be confined to
banks recgistered in India and satiefying certain.
minimum ecriterin ns regards the capital and
Balance-sheet position. Any approved bank
opening a branch at a centre where there is no
branch of an approved or schednled bank should
be entitled to an interest-free  deposit of
Rs. 8.00,000 from the Reserve RBnank tor the
first two years, and Rs. 2,00,000 for the next

two yenrs.

Ratio.

We do not ngree with the opinion that the
ratio question is outside the province of the
Reserve Bank Bill. The Reserve Bill will he
responsihle for maintnining the exchange within
prescribed limits. This responsibilitv is parti-
cularlv important in the cnse of India ns she
has definite, recurring, large external commit-
ments.

This fact is being fullv apprecinted in devising
the plan for a Reserve Bank for New Zealand.
Since Fnglund went off gold standard, New
Zealand pound has depreciated by 10 per cent.
But in planning the scheme of the Reserve
Bank, the authorities realiged that in view of the
Bank having to fulfil the external oblgations
of the country, the depreciation of 10 per cent.
was not enough. It has now bnen decided to
have a further lowering of the ratio by another
10 per cent. In the snme way, the ratio is, we
are convinced. part and parcel of the proposal
to establish the Reserve Bank of India.



1u our opinién, the eighteen pence ratio has
done great haum to the country. The gravity ol
the harm done can be realised from the fact
that -India, which enjoyed, almost uninterrup-
todly, u tuvouruble buluuce of trude in merchun-
dise to the extent of sbout Rs. 80 crorea per
anuum, had only a inerchandise surplus of
Rs. 8,88 crores in 1932-%J.

Out of the normal swplus, India was finding
it possible to meet her recurring external obliga-
tions and also to import treasure for the require-
ments of the population. Our foreign commit-
ments are now being met by the export of ‘dis-
tress gold’. This export cannot continue for long,
Unless adequate measures are adopted to restore
the favourable balance of trade in merchandise
to the level of our forcign commitments, the
Reserve Bank will be faced with an embarrassing
situation right at the coinmencement as soon &8
the exports of gold cease or fall off.

We are definitely of the opinion that in view
of the puccessful way ir which countries like
New Zealand and Australia have brought about
favournble balances of trade by depreciating
their currencies, India, too, should lower her
ratio before inauguration of the Reserve Bank.

Since September, 1931, pound sterling has
been allowed to depreciute to a level which
the British Monetary authorities deem suitable
in relation to- Britain’s economic conditions.
By linking the rupee to sterling at the same old
level, it is assumed that economic conditions are
the same in both countries. If this were so, the
movements in the Index of wholesale prices in
India should carrespond” to the movements in
the Index in the United Kingdom. But actually
it is not.s0. The Index of wholesale prices in
the United Ringdom has gone up by 8} points

between September 1931 and August 1033. On

the other harnd, the Index in the case of India
has gone down by three points during this
period. This disparity «t 6} points is a grave
matter and shows conclucively that the rupee is
over-valued.

The Government have ‘admitted the extreme
importanice >f ruising the prices but no practi-
1al steps have yet been taken to achieve this
object. In our opiuion:, the lowering of the
ratio is the necessary first step to achieve this-
object

ANNEXURE.

STOCKHOLDERY’ SCHEME,

The bank to be a State Bank and the Govern-
ment to own the whole capital of the Bank.’

The Government may issue 5 per cent. Gov-’
ernment of India Reserve Bank stock at par in
amounts of Rs. 100 and multiples thereof, but
not exceeding Rs. 10,00, to an aggregate
amount not exceeding *he nuthorised capital of
the bank. A register of Resarve Bank stack-
holders shall he maintained at Bombay, Caleutta,
Madras, Rancoon, Lahore. Allahabad, Patna,
Naagpore, Shillong and Delhi.

8tockholders shall be registered in n rezister of
the province i which thev are domiciled or ordi- .
narily resident, or in which. they have their.
prineipal plnce of busineea at their option, but
no stackholder shal] be recistered in more than.
one register. Stock ~'ghall be registered in-
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. amounts of Rs. 100 or multiples thereof and not

more than Rs. 10,000.
‘Stock shall be registercd in any one name.

Stockholde:s domicilod in  Coorg shall be
registered in Madras; stockholders domiciled in
any of the areas directly administered by the
Central Government shall be registered in Delhi.

Stock may not be held in the name of any one
who is not domiciled in lndia or who is not &
British subjoct ordinarily resident in British
India. Each stockholdee shall have one vote
irrespective of his holdiug.

Stockholders on each register shall elect 60
trustees for lleserve 3ank stockholders for the
province in which the regicter is situate, provided
that no trustees shall be elected unless there are
uot less than 1,000 individual stockholders of the
register. Tho 60 persons who receive most votes
at an election shal be elected.

- Elections shall be held triennially and casual
vacancies sbwl not be filied up.

‘A trustee shall hold not less than Rs. 1,000
nominal value of stock.

Trustecs in each piovince shall elect one
director to the Bourd of the Bank.

A Director shall hold Rs. 10,000 of Reserve
Bank stock.:

In order that trustees and directors may not
have to go into the market and buy up the
qualifying amount of stock, the Government
shall retain nnissued, in the first instance, not
less than one crore nom:nal value of stock for
issue to directors and trustees as occasion
demands.

Directors snd trustees must be qualified to be-
registered on the register ,of the prevince for
whu]:h they are directors and trustces, respec-
tivelv.

In additioa to elected trustees, any person
who is for the *ime being an elected member of
the Council of State or of the Assembly for a
constituency 1 the province shall be a Trustee
cx-officio.

- The Board of the Bank shall consist of one
Governor, two Deputy Governors (one not
voting), two Directors elected by the Associated
Chambers, two Directors elected by the Federa-
tion of Indiaa Chambers, one Director elected
by the Provincial Cu-cperative Banks, two
Dircctors eiccted by trustees, four Directors
nominated by the Governor General in Council,
one Government officer not voting, in all 28 of
whom 21 or 22 would be voting.

+The Governor and Deputy Governors shall
hold office for six years; Directors nominated
by the Governor General shall be appointed for
three years in the first instance and thereafter
for five years; Directors elected by the Cham-
bers of -Commerce and by Provincial Co-
operative Banks shall be clected for four years:
in the first instance and thereafter for five.
years; . the Directors elected by the trustees
shall hold office for five vears.

_It might further be provided that when the
time comes for Local Boards, Local Directors
together with five members of the Local Board
elected by local trustees, shall form a Loeal
Board to which such functions shall be assigned
as’ the Reserve Bank Board may determine.



Preference in allotment to small subscribers.

Stock to be issued provincially, not
v, more
than forty lakhs of rupees to be issued in any
one province at the outset.

SANT SINGH.

HOSSAIN IMAM.

VIDYA SAGAR PANDYA.

*B. K. BASU.
*NRIPENDRANARAYAN SINHA.
B. DaAS.

MATHURA PRASAD MEHROTRA
RAM SARAN DAS.

GAYA PRASAD SINGH.

I have signed s note of dissent already. But
I like to append this note of mine on a few
points.

From the very commencement of the deli-
berationg of the Committee it became apparent
that the Committee will have, to work under a
very great handicap. The wpresent Bill was
drafted on the report of the Committee on the
Indian Reserve Bank, which sat in London
under the chairmanship of some person whose
name has not been disclosed to us. Thig report
was obviously based upon the recommendations
of the Federal Structure Sub-Committee of the
Ifirst lound Table Conference, where the Secre-
tary of State for India had given the undertak-
ing that ‘‘representative Indian opinion will be
consulted in the preparation of proposals for the
establishment of the Reserve Bank'. It is not
clear why this Committee sat in London. The
‘‘representative Indian opinion” was taken to
mean certain nominees of Government in whose
gelection 1no chamber of commerce. or
representative economic interest of India had

any voice.

Indians under the present subordinate posi-
tion Have to work under a distinct disadvantage.
But this disadvantage was further increased in
this Committee when we found that Govern-
ment of India, constituted as it is predominantly
British in outlook, was not given the freedom of
discussion. This created an atmosphere of
distrust in the Joint Select Committee. Some
of us inspite of ourselves had always’fo be on
our guard against the ‘‘British Roller’. Where
intellect and reason should have been directed
to discover the solution of the problems that the
Reserve Bank scheme deinanded, we were ever
kept alert to watch India’s interest lest this he
subordinated to the economic needs of Grest
Britain. The wires between Telhi and White-
hall wera constantly kept busy, and the rod of
the Great Moghul- hung over the Committee
deliberations like the sword of Damocles. The
majority report was greatly influenced by tbe
attibude of the = Whitehall, and, hence, its
conclusions should be accepted with reserve.

T want to make it perfectly clear that I should
not be understood to cast any reflection upon

o7 do not agree to the portion of this minute dealing
wi b the question of ratio.
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the attitude of the Chairman.. The Chairman
gave us all the latitude in fully discussing the
various problems on their merits. He was very
considerate, and sincerely tried to guide us with
his expert knowledge and ripe experience. But
though his heart was with us, the flesh was
working under the same limitations.

After the Bill was referred to the Joint Select
Committee, on the 5th of October, 1983, Sir
Samuel Hoare is reported to have made the
following statement before the Parliamentary
Select Committee : ‘

“We are asking the Indian Legislature by ite
own legislation to carry out arrangements that
we say are essential for bringing the constiiu-
tion into being. Obviously if that arrangement
is to take effect it cannot be possible for the
Indian Legislature at some future time to alter
the conditions without which constitution would
not have come-into operation without the pre-
vious assent.’’

Thie statement filled us with some doubis
about the desirability of our being a party t»
this ' legislation under the conditions indicated
by the Becretary of Btate. Consequently, scme
members of the Committec drew the attention
of the Chairman to this statement and requested
him to clear the position. The Chairman pro-
mised to do so, and on the 81st October 1988,
he issued the following press communiqué.

*‘With reference to the reports which had
uppeared in the press os to the stutements made
by the Secretary of State to the Joint Select
Committee on the question of powers of amend-
ment of any Reserve Bank legislation, the
Finance Member made the following explanation
to the Joint 8elect Committee on the Reserve
Bank Bill this morning:

There has evidently been some misunder-
standing as to the scope of the Secretary af
State’s answers to Lord Rankeillour which were
coneerned only with a technical point raised iu
the course of the discussion on another subject
and did not imply any change of view or policy,
so far as the Secrctary of State was concerned.
as to the power of amendment of the Reserve
Bank Act by the Indian Legislature subject
to the prior consent of the Governor General:
There is no intention under the present pro-
posals that the British Parliament should
undertake legislation amending the Reserve
Bank Act. According tn the White Paper pro-
posals this would be the funetion of the Indian
Legislature subject to the prior approval of the
Governor Genersl.  The technical point with
which the Secretary of State was concerned

arises in the following way.

The Constitution Act will have to contain an
Aduptation clause laying down how, when the
conatitutional changes at the Ceutre take place,
the powers to be exercised by the Governor
General in Council nnder the Reserve Bank Act
will have to be exercised in the new constitu-
tion. If the British Government's proposals for
the constitution are accepted by the Joint Select
Committee and if the Constitution Act in the
Adaptation clause were to declure that oerta?n
powers exercisable by the Governor General io
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Couneil under the Reserve Bank Act were to be
exeroised in future by the Governor General at
his discretion, and if in future it were desred by
agreement that any particular power or powers
thus provided for should be exercised by the
Governor General on the advice of his Ministers
and not at his discretion, then legislation giving
effect to this would be an.amendment of the
Constitution Act and not of the Reserve Bank
Act and could be wundertaken Dby no other
authority than the British Parliament unless the
Constitution Act itself provided for this contin-
gency. The question is now being considered
whether such a provision can be included in the
Constitution Act, and that is the point of doubt
to which the Secretary of State was referring
in his replies!”

We carefully studied it and were not satisfied
with the reply. So twelve members of the Com-
mittee handed over the following statement to
the Chairman.

‘“We have carefully oconsidered the state-
ment that you made on the evidence of the
Becretary of SBtate on October 5, 1933. We think
it essential and necessary that in future the
Indian Legislature should have the right to
amend the Reserve Bank Act from time to time
a8 it suits the interests of and conditions in
India. We are agreeable to accept the condition
that the previous sanction of the Governor Gene-
ral in Council, which in future coustitution
should ouly mean Governor General with the
advice of his Minister, should be obtained for
amending or repealing this Act, but we cannot
accept that the ILegislature should be handi-
capped in this matter by being asked to secure
the sanction of the Governor General at his dis-
cretion, Secretary of State for India or the
British Parliament. We consider this right to
be of such a fundamental character as to make
the details of the Bill much less important. If
the Indian Legislature of the future is deniud
the right to take such matters into consideration
a8 may be approved of or permitted hy ‘the
Governor General on the advice of his Ministers,
the Reserve Bank will be fettered in laying
down the Currency and Exchange policy of
India. Unless the matter is cleared up to our
gatisfaction, it will be our duty to advise the
Legislature not to proceed with the consideration
of the Reserve Bank Bill.”’

No satisfactory reply has been forthcoming
since the statement wus handed over to the
Chairman. The constitutional position has not
been clarified, so I will humbly request the
House not to proceed with the consideration of
the Rescrve Bank Bill until and unless the
constitutional position is made clear.

Freedom from Political Tnfluence.

The Central Bank iz essentially a nation's
bank and hence it must be “‘sui generis, it must
be as Tndian as the Ganges’’. It follows from
this that the proposed bank should be free from
all foreign influences. As this bank is Lo control
the currency and oredit of ‘the country, it is
comprehensible that its working should be kept
scrupulously free from sll sorts of political in-
fluence and particularly from the ever changing
party government, so that any Finance Minister
may not be tempted to manipulate the currency
to the requirements of an unbalanced budget.

The Bill though ostensibly aims at such & #afe-
guard, it does not in fact provide a citadeal
against politicsl influences. A cursory glance at
the various clauses of the Bill reveuls that while
Indian political influence i done away with,
British political influence has been introduced,
which is likely to make the Whitehall the con-
trolling factor of the currency policy of the bank;
and it is feured that the Bank of England may
assume the role of a dictator. The Governor
General in Council, which in future constitution
may mean Governor General at his discretion,
has been given power under the Bill to have a
final voice in the appointment of the Governor
and the two Deputy Governors and in nominating
four members to the Central Board. Thus a
position of advantage has been secured to the
Governor General, who will in future be in na
position to exercise 85 per cent. of votes in the
Central Board.

The Governor being the Chairman of the Board
will exercise very great power and influence
over the deliberations of the Board, and thus
practically the political influence of the Gover-
nor General will be felt at every stage of the
deliberations of the Central Board. Therefore,
to say that the Bill eliminates all sorts of poli-
tical influerce is.to say that which will not be
the fact. An ill-conceived reserve bank scheme
is likely to be a source of very great national
harm. If we are unable to keep out all sorts of
political influence, the next best alternative is
to adopt the scheme of a state ,bank, so that
the legisiature ghould have a watching eye over
its working.

Discrimination.

During the course of our deliberations the
Chairman had drawn the attention of the
Committee not to put in anything in the clauses
of the Bill, which might have the appeurance of
discriminating against. Britishers residing in
India. We were reminded of the provisions in
the -White Paper and the deliberations of the
Parliamentary Select Committee regarding dis-
criminatory legislation. I think when some of
us demanded that 75 per cent. of the shares of
the bank should be held by Indian nationale and
that the Central Board should have the same
percentage of Indian directorate, we were not in
any way enacting anything, which may be called
discriminatory legislation. It was a simple case
of what in another sphere of legislation under
executive action i8 known as Indisnisation. It
is hardly possible in India even at this stage of
development to enact any discriminatory legis-
lation against Great Britain. The proclamation
of Queen Victoria of 1858 was not & proclamation
embodving any discrimination against Britisher,
but rather it was an announcement that thence-
forward no discrimination would be used against:
Indians in securing higher jobs in Government
services, though we know that the provisions of
that proclamation have not yet been given effect
to though India has always been till to-day
trying to get out of the discriminatory attitude
of the British bureaucracy in India. If we now
provide safeguards in our banking legislation that
is to vitally affect the economic interests of this
tountry, we only do so, so that like the Central
Banks of all other countries, the Indian Central
Bank may be predominantly Indian in outlook,
in its constitution and in its working.

SANT SINGH.
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Besides the other notes of dissent which I
have signed with other members I wish to unéte
a few more points in which 1 disagree with the
majority of my colieagues. I further reserve to
myself the right to move amendments to the
Bill on points which are of minor nature and
which are not noted below.

1. Should the shareholders scheme get the
upproval of the House 1 would suggest some
amendiments as an alternative to the scheme of
75 per cent. reservation for the Nationals. 1
advocate the division of the capital into equal
parts of Cluss A and B shares; A to consist of
hundred rupee shares and reserve for Indian
subjects of His Majesty, Class B to be available
to all those mentioned in sub-clause 8 of clause
4 and the shares being of rupees 500 each.
Holders of two shares having one vote with a
maximum of ten votes to each person. I have
suggested the above scheme to meet the demand
of market ability and full sale-ability of the
shures which was greatly stressed in the
Committee.

2. The suggestion in our report on clause 8
thut the Governor General should exercise his
powers of nomination to get representation of
vo-operative banking interest does not satisfy
me, I would rather recommend a system by
which the apex banks would select a panel of
three names and then submit it to the Governor
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General in Council who would nominate one of |

the three to the Central Board of the Bank.

3. The powers vested by sub-clause 14 of
cluuse 17 in the Bank to borrow money in India
is an innovation upon central banking practice
and in effect an inconceivable state of affair.
The Bank can under no circumstances require
money to sustain the credit from outside at a
moment when they wish to operate. They can
recall loan, sell securities, or transfer assets to
the Issue Department and thereby get back any
redundant money that might be in circulation.
Therefore borrowing power should be confined to
places outside India.

4. Though we have accepted 40 crores of gold
holding on old parity, I strongly objeot to the
exclusion of sterling securities from the list of
the npproved securities of the Issue Department.
The advsntage accruing from market operation
in sccurities in reducing the rate of interest pay-
able on Government accommodation is well
known. We have to horrow money in London
so often that it is desirable that our eredit in
London should be sustained. If the disastrous
experience of six months before, when Govern-
ment ofter successfully floating a loan of 8% per
cent. in India had to borrow within ten days
money in London at 4 per cent., is to.be guarded
ngainst and not repeated, it is essential that the
Bank should deel in sterling securities. While
not insisting upon their inclusion in the external
assets my proposal to include them in t}le inter-
nal assets, was also turned down. It is a cold
comfort to think that the Bank can in Central
Bapking Department operate in this line of
business. The practice of central })snkx.ng'xs to
kecp the greater part of their holdings in inter-
changeable securities, therefore in effect this
provision will be more or less a dead letter. I
am therefore left with no alternative but to sue-
gest that the whole of the surplus profits dealt
with in section 44 should be handed over to the
Giovernor General in Council in the form of
terminable sterling Indisn loans for cancellation.

5. If lower ratip is not acceptable to the Gov-
ernment under clauses 40 and 41 I advocate the
omission of these two clauses, and thereby
emphasise the temporary nature of the -provision
as brought out in the preamble. It will be a
return to the position in which we were before
1927, when Government was under no legal obli-
gation to buy or sell exchange at any given
figure. Maintenance of 18d. ratio will ho too
great a strain for the Bank and with the first
adverse or inadequate trade balance its resources
will be crippled, and it may even prove unable
to maintain the ratio. Its failure on the other
hand is bound to retard constitutional reform,
therefore it is not advisable to subject it to the
unbearable strain of maintaining the exchange.

6. In regard to the provisions of section 42
regarding the inclusion in list of schedule banks
of only those concerns which have five lakhs of
capital and reserves, is in my opinion unscienti-
fic. The leserve Bank should take into account
the deposits as well, as the compulsory deposit
in the Bank is dependent upon schedule bank's
linbilities to the public. The result of the
present system is to give facilities to Mysore
Industrial Bank of Bangalore with a total depo-
sit of forty three thousand and refuse its facili-
ties to Bhawanipore Bank of Caloutta which has
s deposit of more than thitty two lakhs. I there-
fore advocate an additional qualification in sub-
clause 8 to include all those banks who have
glapg:it accqunt of more than ten lakhs in thejr

ands. i

7. In olause 53 I wish to so amend the Indian
Coinage Act so as to make rupee coins legal
tender up to Rs. 100 only, and thereby populatise
notes, and incidentally help the return of rupee
coins to the Issue Department. It might further
reduce the popularity of rupee and thereby help
us in the long run to establish a sounder basis
for the currency. :

HOSSAIN IMAM.

Wae, the undersigzned members of the Joint
Select Committee, to which the Reserve Bank
of India Bill of 1988 was referred, beg to
append the following Minute of Dissent to the
Report that we have signed.

In our opinion the provision in clause 42 of
the Bill to the effect that the Scheduled Banka
should deposit 5 per cent. and 2 per cent. of
their demand and time liabilities respectively
should not be made by an ¢nactment of the
Legislature, but should be left to the ¢pnvention
that would grow up between the Reserve Bank
and the member banks after the Reserve Bank
is established and working. We desire to point
out that the banks in India do not control
the monetary position of the people and the
country and that such deposits will tend to
lower the dividends of Indian Banks and ereate
other difficulties between such banks and their
constituents without attaining the object for
which the deposits are designed.

Since it has now been decided bv the Com-
mittee that the Reserve Bank should take steps
at the earliest practicable date and in any case
within three vears of its establishment to bring
the indigenous bankers into the Reserve
Banking system, we cousider that onlv after
the indigenous bankers have been linked wup
with the Reserve Bank, the quostion of.



compulsory deposits from the Scheduled Banks
should be properly and usefully taken up for
consideration.

B. K. BASU.
NRIPENDRANARAYAN SINHA.
VIDYA SAGAR PANDYA.
MATHURA PRASAD MEHROTRA,
RAM SARAN DAS.

MOHD. AZHAR ALL

The November 17, 1933.

We must also give pointed expression to the

strong and widespread feeling in the country as.

regards the most important constitutional issne
affecting this Bill, we mean that ‘‘Legislation
which affects the coinage and currency of the
Federation, or the powers and duties of the
Federal Reserve Bank in relation to manage-
ment of currency and banking’'' can be under-
teken by the Indian Legislature only with the
consent of the Governor General ‘‘given at his'
discretion’’, which means, as laid down in the
White Paper ‘‘under the directions of one of
His Majesty's Principal Secretaries of State’’.
This will imply under the direction of the
British Cabinet, who will be naturally domi-
nated by the London city or other foreign
interests and influences. We are, therefore, of
opinion that if this provision in the White
Paper will not be modified, it will not confer
even the shadow of financial autonomy with the
establishment of the Federation. @ When we
bear in mind that the life of the Bill will run
almost & generation we cannot but hold that an
institution which will have at its inception such
obvious limitations will hardly ‘‘ensure confi-
dence in the management of India's credit and
currency’’, for the institution will fail to work
in India, for India, and by Indians. In
the event of no satisfactory ‘'assuramce being
forthcoming, we have no other option than to
recommend to the Legislature to insist that the
Bill be not proceeded with.

NRIPENDRANARAYAN SINHA.
H. TMAM.

VIDYA SAGAR PANDYA.

B. DAS.

MATHURA PRASAD MEHROTRA.
GAYA PRASAD SINGH.

RAM SARAN DAS.

The November 17, 1933.

In the other joiny minutes of dissent we hawa
set down thé major points of disagreement with
the majority report. We have touched here
other points that we deem it our duty to bring
to the motice of the Assembly.

1. In  omitting provision of definition of
“‘sterling standard countries’ in section 2 (d)
the Committee was intluenced by the pressure
of public opinion. The dream of Londen
financiers to create ‘‘sterling standard coun-
tries’’ since England and a few other countries
went off the gold standard in September, 1981,
has ended in smoke and inspite of Inaan
Currency being tied down to the chariot wheel
of sterling under compulsion, India is in no
mood to acoept a paper sterling standard.
Further, owing to discriminating policies adopt-
ed against India and Indians by most of the
British Dominions, India has no desire to h:lp
those Dominions directly or indirectly in their
financial credit and throughout the Bill every
attempt has been made tc compel the Reserve
Bank to deal in sterling securities of the United
Kingdom.

Bimilarly, section 4 (c) has been redrafted
to exclude citizens of any British Dominion
which discriminates against Indians to !ivld
shares of the Nleserve Bank. 1t ought to be
provided that the Governor General in Council
should notify in the Gazette of India along
with the publication of the Reserve Bank Act,
the names of such Dominions that must be
excluded. South Africa is the grentest sinner
in thig respect. Next comes Canada. We

. suggest that the Government of India should

appoint a small committee to enquire if Aus-
tralin and New Zenland ' enn really be given
equal facilities along with the citizens of the
United Kingdom. We wounld prefer for the
srke of national self-respect of India the Re-
serve Bank should not hold as asseta of the
Iscue Department stocks or securities of such
Dominions.

1I Our colleagues signing the majority report
place sublime faith in the desirability of dis-
tributing the sharcs and the voling rights
atlached to them as widely as possible. Yét,
in the same breath, they disqualify and steri-
lize votes of so many thareholderg by providing
one vote for a holder of 5 shares of Rs. 100
each. which menns that al] shareholders hold-
g 1 to 4 shares will hava no voting power.
The most democratic provision should be ‘‘one
share, one vote'' and ‘‘one person, one vote'’.
Our collengueg have been more anxious for the
conveniences of would-be-directors than widen-
ing the franchise. '

1I1. The Joint Committee Report of 1927

provided for for one Governor and one Deputy.

Governor and specified in the body of the Bill
that '‘one of these two shall be an Indian’"
At that time it was given out that the first
Deputy Governor would be s&an Indian who

would become full-fledged Governor after five

vears.

We dissent from the change agreed to by

our colleagues that there should be two Deputy
Governors from the beginning. No reasons
have been adduced that work will be too heavy
for one Deputy Governor. In 1927 there was
n talk of an Indian Assistant Deputy Governor.
We are of opinion that there ghould be only
one Deputy Governor for the present and that
he should be an Tudian sufficiently young to
become Governor after five yeurs. There should
be no camouflage of appointment of a superan-

 Indien a8  Deputy Governor for

Seo. (o).

Bec. 33.

Bec. 4(6).

Sec. (2%

Bec. 8(1A
& (2h



thg;e would then be no chance of that Indian
becoming & Governor.

We further wish to record here the strong
public feeling againsg any L. C. B. being ap-
ponted Goveruor or Deputy Governor ot the
Reserve Dunk. The frenzied tfinancial policy
of civiliun IYinance Memibers should serve as
a-grave warning against their inclusion.

1V. The omission of the word ‘‘persons’’
after the words “‘schieduled banks’’ is fruught
with serious consequences. We believe there
are certwin firms on the approved list of the
Governinent of India today—sush as Rallis,
Vollkurts, ¢te.—who buy urd sell sterling at
better rates to Government. Not only there
is no joss in rates but thig practice has had a
wholesome check on the lixchange Banks who
will be debarred from combining to put the
rates high. Bection 18 has been amended to
i give power of direct disceunt to the Bank whea
‘ special occasion needs it. We wish to ensure
to the Bank this facility of dealing with other
“persons’’ in normal times. Too much atten-
tion hus been paid to the vested intereets ot
London Stock Brokers and Lixchange Bunks
und we strongly urge that the Legisluture will
rectify this omussion.

V. How far Indian States are entitled to
consideration from the lieserve Bank depends
entirely on the sound finuncial position of indi-
vidual States. We think it would be a grave
risk if politicul considerations entitle some
States such facilities. Knowing as we do the
instubility of life and property in some of these
States, we doubt if the States would be
preparod to disclose to the authorities of the
Reserve Bauk their real financial position. We
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financial agents of any State that does not
manage its public finsnce on sound principles
and that does not possess a sound constitu-
tional administration.

VI. Qur recommendations for the offer of free
remittance facilities to the Scheduled Banks
shouid be incarporated in the Regulations of
the Reserve Bank and should also form one
of the clauses in the agreement of the Reserve
Bank with the Imperial Bank.

VII. The proviso in clause 37 is a make shift
compromise which gives us little solace. We
have to poing out that our apprehensions are
based on tho fact that as the present ratio
must be maintained by the Reserve Bank the
. assets of the Issue Department will be frittered
away to keep up the forced ratio of 18d.

This point was strongly brought out in the
courre of evidence before us and the following
extracts* give in a nutshell what the country
fears. '

*Sir Purushotamdas  Thakurdas: In eany
stress or emergenvy is it intended that if gold
is reduced in proportion the following penalty
Inid down in the scction comes iu? It does
not mean parting with gold.

*Fucanote by the Honourable Sir George Schuster
) ' (Chairman) 3
These discussions were “informal conversations which
were only loosely recorded, and circulated in order to
refresh the memory of members. They have not been
checked by those who took part in the discussions aud
cannot be regarded as securate records.

- GEORGE SCHUSTER.

urge that the Reserve Bank should not work as
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Chairman (8ir Grorge Schuster): Tt might
mean parting with gold if you go down below
25 per cent. of your rescurces. If you go
down to 20 per cent., you have to gart- with
some of your gold. * * * LI

8ir Purushotamdas Thakurdas: If the Com-
mittee decided to fix a figure as the minimum,
whether it is 35 or 40, then at any rate that
part of the gold cannot be touched.

Chairman: 1f it really cannot be touched,
we have always said it might just as well be a$
the bottom of the sea. A3 a matter of fact
vou might remember that you yourself said in
London that obviously if a crisis should ogeur,.
then it would require parting with gold. . . .

» » » L ]

Mr. Hossain I'mam: It should be touched as
a last resurt after exhausting all other sources.

Sir Cowasji Jehangir: We desire to have a
provision that whatever minimum may be put
down, it shall not be touched until all other re-
sources ara exhausted.

Chairman : 1f it is never to be touched, it
might never be there at all. It may be neces-
sary to use it in the last resort and then to make
it up again. . . . . .

[ 4 » * *

8ir Purushotamdas Thakurdas: 1s it the inten-
tion that in order to maintain the ratio it will be
permissible to the Reserve Bank to part with
its gold ?

Mr. Hossain Imam: Yes.

Sir Purushotamdas Thakurdas: Then that is
one thing against which 1 want protection. 1
think until the bank has proved its merit people
would rather sit on their gold.

Chairman : Bug it would be an absurd position
to say that once you put gold into the reserves
it should never be taken out. * * * *
Ll entirely agree as a matter of fach
with  8ir Purushotamdas that & point
vould arise at which it would be obvi-
ously useless to continue the fight and it would
be much better to preserve your resources, so
that you have got gomething with which to start;
but if vou tie your hands absolutely, 1t you give
yourself no. latitude, if you lay down in the
Act that under no conceivable circumstances can
that particular portion be touched, then you
cannot even use it as a basis perhaps for arrung-
ing credits, which might help you to carry on.”

Our considered views are that the minimum
gold reserve of 40 crores should never be touched.
The proviso in Bec. 87 (1) only strengtliena our
fears that a shareholders’ bank with an irrespon-
sible Central Board and an autocratic Governor
(who will not be an Indian from the beginning)
is not the right machinery to establish the credit
of India in 1ts best interests.

VIIT. The right remedy lics in the eatly revi-
gion of the ratio. I'he Indian members of the
London Committee shirked this part of their
responsibility, when they stated in the course of
their London Report,—

**A considerable majority of the Indian
Delegates feel it their duty to record
their view that a suitable exchange ratio
.in one of the essential factors for the
successful working of the Reserve Bank,
They point out that considerable
changes have occurred in the cwrrency

b ]

Section
49(A)(2).



. basig and policies of almost all the

countries of the world in the last few .

years. . In their view it is for the Gov-
ernment of India and the Legislature.
to examine these and ail the other.
relevant comsiderations with a view to
‘ensuring that the minimum possible
strain is placed on the currency system
of India.”

The majority report gives somse reasons for
maintenance of the present ratio at 18d. The
new Clause 49A (2) provides that the Bank
which for this purpose will mean the (entral

oard) when ‘it i8 of opinion that international
monetary position has become sufficiently clear
and stuble to make it possible to determine what
will bo suitable as u  permaneat busis {cr the
Indian monetary aystem and to frame permaneut
measures for a monetary standard, it shall report
ite views to the Governor General in Council’’.
This does not meet the demand of the publie
which is for immediate alterstion of the ratio.

The public therefore expects the Central Board .

to do its duty to the country with the least
possible delay, so that the Government will be
compelled to take necessary measures for estab-
lishing a really suitable ratic and a permanent
monetary standard.

VIDYA SAGAR PANDYA.
B. DAS.

In addiffon to the joint note of dissent with
my other colleagues 1 regret I cannot see eye

to eye on the following points incorporated in

the Bills—

gl) The Act shall remain in force for 25 years
and. the Legislature will have no power to
amend it a8 members will have to seek permis-
sion of the Governor General in Council and
the. Secretary of State before introducing auny
amendments and such permission will never be
given if it is inconvenient to them [clause 1 (4)].
I must, therefore, insist on the Legislature
retaining power to make alterutions on its own
inijttative.

(2) There ought to be a limit of Rs. 25,000
the maximum holding of shares by a single
sharebolder. In case it is not done the
capitalists who have tons of moncy and are
now prepared to invest at about 4 per cent.
will purchase shares for large amounts. They
will thus sterilizo votes and deprive the agri-
culturists and middle classes of having any
hand in the Bank. This will defeat the very
object and the Bank will soon pass into the
hands of copitalists. Morcover they will
encourage und. induce market manipulation so
as to enable them to reap large profits by pre-
miums thereby brought about. (Clause 4.)

(8) Instead of five centres there ought to be
seven centres at places where currency offices
are located at pressnt, namely, owbay,

Calcutta, Madras, Rangoon, Lahore, Cawnpore
and Karachi. India is p vast country and hence
the snalogy of the central banks of other
countries  does not fit in. Besides there are
countries which have got regional branches
and it makes little difference if the number is
increased from five to seven to serve the agri-
oulturist and industrial portions of Northern
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India. Besides the ohange will mot incur any
additional expenses too, rather it may prove to -
be cheaper in the long run. These currency
offices will have to be maintained under the
present scheme and so with a little addition
and alteration in the staff, can be easily con-
verted into Reserve Bank centres. Moreover
a8 these are business centres they will save a
lot from the amount which will have to be
puid in commission to the Imperial Bank. No
expenditure will have to be incurred in the
construction of strong rooms and buildings as
well.  (Clause 6).

-(4) The eppointment of Goverhor and Deputy
Governorg should be made by the Governor
General in Council from a panel of six mon
recommended by the directors of the Central
Bodrd and out -of these three posts, at least
two should be held by the natives of India
[Clause 8 (a)]. -

" (8) Out of the four directors nominated by
the Governor General in Council at least two-
should definitely represent the agricultural and
co-operative interests. lndia being an agricul-
tural country, must have adequate representa-
tion from that class [clause 8 (b)].

(6) There should be ten instead of five elected
mewmbers on Local Boards to give adequate
representation of different interests, specially
because they will form an electoral college to
elect directors of the Central Board [Clause
9 (la)].

(7) Sub-clause (4) of Clause 11 should be
omitted. The object of disqualifying members
of the Central and Provinciaul Legislatures is
only to avoid political influence from the Bank.
But if the Secretary of State and his represen-
tative the Governor General comes in pluces
more than the number of the clauses of-the Bill,
the very object for which this sub-cluuse was
inserted, is dcleuted. Surely he is the head
of the biggest political party. Besides uander.
the mew reciorms number of the members o:
the Local and Centrul Legislatures will be more
than doubled and so we shall be depriving our
best men from ane of the two places. The
director-ship of the Reserve Bank is an engage-
ment for about 10 to 12 days in a year which
can be very eusily afforded by members of Legis-
lutures.

(8) The directors should elect their own
chxirman to preside in mwetings instead of the
Governor or Deputy Governor who are merely
oxecutive heads to carry out their decisions.
This practice is prevailing in the Imperial
Bank of Indin and there is no reason to depart
from it [Clause 18(2)].

(9) The Governor General in Council should
sppoint o committee of three or five persons in
the first instance to issue shares, make allot-
ments of shares and carry out elections ..f Local
and Central Boards and the day the Boards gre
completely elected, they should retire automati-
cally. If the whole Board is nominated in the
first instance, there is every danger of these
persons forining a coterie and getting themselves
re-elected [Clause 15 (4)].

(10) The words ‘‘or a provineial ::o-opera-
tive Bank'' should be inserted after ‘‘schedule
Banks’ in sub-clauses 1(a) and (b) of Clause 17



3 enable them to get equal advsnﬁs of pur-
chasing, selling and rediscounting bills and pro-
missory notes which the schedule banks shall
derive. The words ‘‘or loans and advances’’ be
also inserted after ‘‘cash credit’’ in 4(e) of the
game clause to. giwe this facility to co-operativae
institutions. .

(11) Agreement with the Imperial Bank of
India.

. The terms offered to the Imperial Bank are
very much on the side of generosity which it
has not justified by its deeds and are practically
the same as were offered in 1927-28 Bills in spite
of the fnet that it, since then, has taken ad-
vantage of the progress and expansion of five
vears more. 1t has totally refused to mako
advances on immoveable properties and has
failed hopelessly to satisfy public expectations
in the way of developing a bill market in India;
it has not provided adequate finance to industry
and agriculture; it has practically withdrawn
its facilities to the co-operative institutions and
failed to develop banking capital in the country.
India is an agricultural country and it was but
proper to expect that a quasi-government bank
which had ull their resources at its disposal, will
do its best to render every possible help. In
support of this argument I shall quote two sen-
tences from the Central Banking Fnquiry Com-
mittee Report (page 148):—

*‘The Policy of the Imperial Bank of Indin
in regard to the grant of financial assist-
ance to some of the provincial and
central co-operative banks seems of late

L to have undergone a definite change
and it is stated that it shows today a
much smaller measure of readiness t»
help them than it used to do in the
*past. We consider that free remittances
of funds for co-operative purposes is
of the utmost importance to the co-
operative movement and that no
attempt should be made to curtail the
privileges under the rules of the Gov-
ernment of India in this matter’’.

Th2 payment of compensation to the Imperial
Bank for ‘‘disappointed expectations’’ was
made out by the London Committee. The claim
ie unprecedented in the banking history of the
world and is preposterous. The agreement with
the Government under which it opened 100
.branches was made for ten years only and
expired in 1931. It has hence not only exceeded
the time of agreement by two years but estab-
lished ite first position in India owing to the
Government backing and the enormous balances
held free of interest.

In my opinion, the future agreement should
be made on the following conditions if it is to
act as sole agent of the Reserve Bank:—

1. The period of agreement is o be fixed
for 10 years according to 1920 agree-
ment.

2. It should get a commission of 1/16th of
one per cent. gn the first Rs. 100 crores
and 1/32 of  one per cent. on the
remainder.
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3. (2) During the first, two years from tha#
' time it shall have que drore free ' of
interest apd 2 crored st 2 per cent.

(b) During the second two. years it shall
have 30 lakhs free of interest and 2§
ororeg ut 3 per cent.

(¢) During next two years, it can have
Rs. 8 crores at 2 per cent.

(@) In subsequent years Rs. 3 croves at &

rate of interest settled by the Reserve
Bank.

MATHURA PRASAD MEHROTRA.
The 18th November 1933.

I ha.ve signea the Report of the Joint Select
Committee appointed to corsider tho Reserve
Bank of India Bill, 1933, subject to the follow-
Ing minute : —

It is unfortunate, but it cannot be denied,
that, 8o far as'the Muslim community is con-
cerned, it cannot, in the existing conditions in
rest content, with safety, on mere assur-
ances on the protection of itse interests in
securing for it its due weightage in public insti-
tutions such as the Reserve Bank. In the
ciroumstances, while the introduction of com-
munp.l. or racial, controversy in the measure
making for the establishment of the Reserve
Bank is reprchensible, I shall not be doing my
duty as a Muslim representative from Bengal if
I do not express a desire to see some provision
made in the measure for ensuring that the
Muslim community should be given adequate
representation in the Central and Local Boards.
This reservation would not have been necessary,
but discussions affecting the appointments of
the Governor and two Deputy Governors have
led to an assurance from the official members
that provision will be made for securing one of
the three appointments for a qualified Indian.
Muslims would, therefore, naturally desire
to be afforded an opportunity, of proving their
capacity for holding one of these appointments,
which will be earmarked for Indians, in rotation
with members of other communities in India.
Keeping in view the economic condition of
Muslims, it is also desirable that there should
be a definite provision in the Reserve Bank Act
ensuring to them representation, 'as has been
done in the case of agriculturists, in Central and
Local Boards. This is essential if the Muslim
community is not to be economically isolated.

1 am also opposed to the imposition of such
restrictive qualifications on the appointment of
the Governor as in Section 8(1-A). To cnnfine
the appointment of those with “‘tested banking
experience covering a period of not less than five
years'’ would exclude many who, without actual

anking experience, might have unquestioned
and authoritative position in the world 6f com-
merce. Steps should be taken to see that men
of acknowledged authority us financiers vre not
excluded from holding office a8 Govarnor simply
because they have not served in a bank for five
years.

In regard to the ratio question, I, in common
with the other signatories of the Report, accept
the aseurance that it is not the intention of
the Bill to raise the ratio issue. At the same

_time I think it will serve a useful furpose, if



1 record it a8 my firm oonviction that it is
necessary that the 'Governmoent should take
steps to review the entire policy affecting the
currency system in India, with a view to prevent
the violent changes that have been tuking place
from time to time in the currency system of the
oountry. This is not the time to create any
monetary upheaval in the rupee-sterling sphere,
but it is in the highest desirable that, as soon
as monetary conditions in the world show signs
of stability, an exhaustive inquiry should be
instituted for establishing India’s currency on a
sound basis in relation to sterling.

MAHMOOD SUHRAWARDY.

¢ NEW DELHI,
The 18th November, 1933.

At the very outset we desire to make it clear
that it is ngsolubely essential, for acceptance
of this Bill, that Governor General in Council
shall mesn only Governor General as advised
by member in charge of Finance. It has been
generally agreed that the Reserve Bank should
be free from all political influence, both in
India and England and if the power is left
in the hands of the ‘Governor General at his
discretion’ that will mean only his being dictat-
ed by the Secretary of State for India who will
primarily be guided by the interests of the
city of London. We have -not received any
assurance from the Government till the signing
of the report that they accept the above in-
terpretation about which we made a represen-
tation to the Chairman of the Joint Commit-
tee. Unless the assurance is forthcoming in
the House we recommended the Bill should not
be proceeded .with.

State vs. Shareholders’ Bank: Indian public
opinion for various reasons demand a state bank
and it is difficult to realise why the Government
is so much against the idea of a state bank
when they themselves accepted this very prin-
ciple of a state bank in 1927. The main
object of the Indian Reserve Bank should be the
control and management of the currency and
credit of India to the best interest of the coun-
try. Almost all the ensential powerg have been
centralised in the hands of the (overnor General
in Council in the present Bill. The present
scheme of a shareholders’ bank as embodied in
this Bill does not achieve its main object
unless the possibility of the domination by ‘he
Secretary of State is entirely removed. The
main objection, so far advanced, to a state
bank iz the difficulty of securing a proper
Board of Directors, who would be free from
political influence. Certainly, the obstacle is
not insurmountable. Government can easily
ensure the independence of such a board, as
they do in the case of the highest judiciary in
the land. The Government’s own attempt to
reorganise the Railway Board, making it free
from political interference, is a proof positive
that they can do the same thing in the case of
a state 'bunk, if they so desire. If after their
appointment, the directors aie kept free to uct
in the best interest of the country, we see no
reason whatsoever why a state bank should
not be feasible and practicable. For all these
rensons we definitely come to the conclusion
thaut. to serve the best interest of the country,
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the proposed Reserve Bank should be a state

bank, and we, therefore, recommend for its
acceptance.
Control by natural born Indians: We fully

realise that there is a very strong public feeling
in the country that the shares of the Reserve
Bank and its control should remain in the hands
of the natursl born Indians. We agree with that
view and we believe that the purpose has been
attained by the provisions of the amended Bill.
In order to ensure that object we further re-
commend that Government should carefally
watch the situation so that the expectations
may not be frustrated. ‘

Limitation of holding of shares: We prefer
to fix a maximum limit for holding of shares
of the Reserve Bank at rupees twenty thousaud,
with a view to prevent concentration of shares
and thereby avoid domination by a powerful
few. - '

Londor. Branch: It is our decided opinion
that the Reserve Bank must have a branch in
London from the beginning, to keep it free
from the domination of the Bank of England
and also to provide facilities for training of
Indians in international money market. Besides,
Indis, unlike other countries, stands on a
different footing, inasmuch as she has to meet
enormous payments in the shape of Home
charges.

Brancheg in India: On the question of start-
ing of branches in Lahore, Karachi and Cawn-
pore we keep an open mind and do not wich
to say anything except mentioning that there
are at present currency oftices in all these
centres involving a large amount of expenditure
and that officinl members of the Committee also
agreed that Reserve Bank branches, if opered
in these centres, may not entail a great addi-
tional expenditure. .

Ezchange Ratio: We have decided views om
the present exchange ratio that it is not in the
best interest of India, we are, therefore, unable
to accept fixation of any ratio by Statute. We
would, therefore, prefer it to be left to be
settled on the report of an Expert Committee

and which should subsequently be confirmed by
Legislature.

Period of Agreement with Imperial Bank:
The period of agreement with the Imperial
Bank, in our opinion, should be 10 years, instead
of 15 years, subject to termination on 5 years’
notice given any time after that period, thus
providing the Imperial Bank with un agreement
of 15 years certain. We recommend that the
terms of agreement with the Imperial
Bank  should be  further scrutinised
before being finally accepted by the House.

Buying up Shares by Government: We ure
also of opinion that Government should have
the right to buy up all shares of the Reserve
Bank aftee reasonable lapse of time.

There are certain other minor details which
we do not like to refer in this Note but which
we will be at liberty to bring before the As-
sembly. :

BHUPUT SING.
MOHD. AZHAR ALL
8. C. MITRA.



Chapter 11, Clause 4 (2 & 6).—The Reserve
Bank should bave a branch and a separate
register of shareholders in Lahore also. The
areas mentioned in 5 (c) should be so split up
that the whole of the Punjab, N.-W.F.P., Balu-
chistan, Jammu and Kashmir, and the Punjab
States are attached to this centre. The great
importance of Lahore from the banking point
of view may be gathered from the following
facts: —

(a) That the centre of the Manager. Northern
India branches of the Imperial Bank of India
" has been shifted from Delhi to Lahore.

(b) There are in Lahore a large number of
Indian and exchange banks and the Head
Office of more than one important bank.

(¢) The indigenoug Banks in the Punjab in-
cluding the Co-operative Banks contml
resources of nearly 20 crores.

¢ (d) The Co-operative movement in the Punjab
is particularly strongly developed and thers
is an extensive ramification of financially sound
Co-operative Central Banks.

(6) The Punjab, being an important agricul-
tural province, where stocking of wheat, cottoa
and oil seeds is widely practised, may need
extensive facilities from the Reserve Bank as
contemplated in Section 17.

() The close proximity (82 miles of Amritsar)
—a very important commercial centre in Nor-
thern India where investment against stock
as well as foreign exchange business is carried
on an extensive scale, is a further argument
in favour of establishment of a DBrench
of the Reserve Bank at Lahoree ‘'I'he
establishment of a Branch of the Reserve
Bank in such an area would inspire con-
fidence and give an assurance to the Banks
and the Commercial community in this parl of
the country that the Reserve Bank is something
rea] and not a phantom institution functioning
through the Imperial Bank. Moreover, redis-
count facilities to be really effective must be
obtainable at the door. If an office of the
Reserve Bank is not established in the Punjab
the impression will go abroad among the
Punjab Banks that the Reserve Bank was an
institution that had given them absolutely
nothing in return for compulsory deposits. The
additional cost on account of a branch in
Lahore will be inconsiderable. The currency
office, now located in Tahore, would no longer
be required; and this means that what is now
spent on the currency office will be set free
for the Reserve Bank branch. Moreover, 1
understood the Honourable Mr. Taylor to say
that the amount payable to the Imperial Bank
on the basis of 1/16 on turnover would be
roughly Rs. 1 lakh for Lahore. The opening of
& branch of the Reserve Bank there is likely
to result in a saving. For a centre so im-
portant as Lahore where a branch would not
mean any heavy additional cost, the mere
ngency of the Reserve Bank would not suffice.
A Branch is essential. The same arguments

apply to opening of a branch at Cawnpore and
at Karachi. .

RAM SARAN DaAS.
18th November, 1333.

——————————

.should, on the basis of the Bankin
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Ratio.—Clauses 40 and 41, I feel, ahould be
amended as follows:—

Delete in Olauses 40 and 41 words after
“‘at a rate’’ down to ‘‘rupee’’. Sub--
stitute ‘‘at a rate to be fixed by the
Governor General in Council subject
to approval of the Central Legislature
before the rutio ociies into force.’

My contention is that the causes which pre-
vented the London Committee from committing
the Reserve Bank {o any particular limits of ex-
change cither in termg of Gold or Bterling, are
operative even today. The Economic situation
in the world at large is w fact definitely worse
than it was prior und subsequent to the World
Economic Conference the period in which the
London Committee sat for its deliberations.
“‘The monetary disorganisation throughout the
world has been on the increase; and there is no
imniediate prospect of ‘monetary system’
being recast or stabilised.”’ Some of us then
hoped that world forces, then working, wculd
have brought about the stabilisation of currencies
by the time the Reserve Bank Bill was intro-
duced in India. But if our hopes have been
belied, it all the more showg that the world
economic situation doeg not justify binding the
Reserve Bank to any higher and lower limits of
ratio so far ahead of its commencing business.
If the proposed limits are the most feasible
when the Reserve Bank ig about to commencs
business, the Governor General in Counci] will
have no difficulty in fixing it and in securing its
confirmation by the Central Legislature. On
the other hand, if conditiong are otherwise, the
Central Legislature will not have fettered itself,
and the Rescrve Bank so far ahead to the
maintenance of what to all intents and purposes
must seem fictitious and more or iess specuia-
tive rates. My amendment, if accepied.
therefore, makes the position much easier for
the Government, and is likely to remove many
of the genuine doubts and suspicions of the
people.

RAM SARAN DAS.
18th November, 1953.

In the majority Report on Section 42 (¢) the
Central Board is asked to prepare, within( z,hreo
years, proposals for the oloser linking of agri-
cultural enterprise with the machinery of the
Reserve Bank. It seems to me that the signi-
ficance of this principle must be widened and
further emphasised. The Central Banking
Enquiry Committee have made various sugges-
tions for the expansion of our banking system
80 a8 to meet and cater to the needs of in&ustry

. 8nd agriculture; and the committee have indi.

cated that the Reserve Bank should be the core
and centrs of the banking system and should
take a lead in the reforms and measures neces-
sary for expansion. Industry in India is in
need of urgent and imperative help if this
country is to make any progress and is to find
a solution for the menacing unemplovment
problem.  Agriculture is in a sorry plight and
also needs immediate assistance. = It should
therefore, be 1aid down that the Raserve Bank'

g Enquiry



recommendations, put forward within. three
years, defimte proposals for adequatg facilities
being made syailable for industry as well a8
pgricultura. ‘ ’

It is agreed that the citizens of such
Dominions s do maintain any measure of dis-
orimination agamst Indians should not be
allowed equal privileges in India. T maintain
that the power to decline allotment or transfers

to the Nationals of such Dominique rough rest
in the Central Board and thet the resting ot
puch power in any other yuthorily will be de-
priving the Central Board of its legitimate
authority and power.

RAM SARAN DAS.

18th 4Nouember, 1933.
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A
BILL

TO

Constitute a Reserve Bank of India.

WHEREAS it is expedient to constitute a Reserve
Bank for India to regulate the issue of bank
notes and the keeping of reserves with a view to
securing monetary stability in British India
and generally to operatethe currency and credst
system of the country to its advantage. .

AXD WHEREAS in the present disorganisation
of the monetary systems of the world it is not
possible to determine what will be suitable as
a permanent bagis for the Indian monetary

BuUT WHEREAS it is expedient to make tem.
porary provision on the basis of the existing mone:
tary system, and to leave the question of the
monetary standard best suited to India to be
considered when the international monetary posi-
tion has become sufficiently clear and stable to
make it possible to frame permanent measures ;

It is hereby enacted as follows :—

CHAPTER 1.
PRELIMINARY.

L (I) This Act may be called the Reserve Bank
Bhort title, extent, Of India Act, 1933.
commencement and

(2) It extends to the whole of British India,
including British Baluchistan and the Sonthal
Parganas. ‘

(3) This section shall come into force at once,
and the remaining provisions of this Act shall
come into force on such date or dates as the
Governor General in Council may, by notification
inthe Gazette of Indis, appoint.

(4) This Act shall remain in force for a period
of twenty-five years and thereafter until repealed.

2. In this Act, unless-there is anything repug-

Definitions,

nant in the subject or
context,—

(a) *“the Bank "’ means the Reserve Bank of

India constituted by this Act ;
* & & & * s @

(b) “‘the Central Board ’ means the Central (a)

Board of Directors of the Bank ;
» . . . . . .

(c) “ provincial co-operative bank * means (q)

the principal society in a province which

is rcgistered or deemed to he registered

under the Co-operative Bocieties Act,

1912, or any other law for the time II of 1018,
being in force in British India relating

to co-operative aocieties and the

primary objeot of which isthe financing

of the other societies in the province

which are or are deemed to be mo
registered :

Provided that where there ss no such principal

soctely in a province the Local Gavern-
ment may declare any central co-operative
society in that province to be a provincial
co-operative &ociety within the meaning
of this definition ; ‘



of 1908,

‘Mof 1918,

of 1912.
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(d) “rupee coin” means silver rupoes which
are legal tender under the provisions of
the Indian Coinage Act, 1906 ; and

(¢) *scheduled bank " means & bank inoluded
in the Second Schedule.

CHAPTER IIL

fuoonommm. SHARE CAPITAL, MANAGEMENT
v AXD BUSINESS.,

8. (1) A Bank to be called the Reserve Bank of
Kstablishment and India shall be oonstltu_tod
corporation of Reserve for the purposes of taking

gﬂ\k' over the management of
the currency from the Gevernor General in Council
and of carrying on the business of banking in

accordance with the provisions of this Act.

(2) The Bank shall be a body corporate by the
pame of the Reserve Bank of India, havi
rpetual succession and a cormmon seal, and s
E; the said name sue and be sued.
4. (1) The original share capital of the Bank
tal. share ro shall be five crores of
Bhare od ahare} " rupees divided into shares
gisters and older®. ot one hundred rupees
each, which shall be fully paid up.

(2) Separate registers of shareholders shall be
maintained at Bombay, Calcutta, Delhi, Madras
and Rangoon, and a separate issue of shares shall
be made in each of the areas served by those
registers, as defined in the First Schedule, and
shares shall be transferable from one register to
another.

. (3) A shareholder shall be qualified to be regis-

tered as such in any area in which he is ordinarily

resident or has his principal place of business

in India, but no person shall be registered as a

shareholder in more than one register ; and no

person who is not—

(a) domiciled in India ond either an

_ Indian subjectof His Majes'y, or a subject

of a State 1n India, or

(b) @ British subject ordinarily resident in
India and domiciled in the United King-
domor in any part of His Majesty’s
Dominions the government of which does
not discriminale in any way against
Indian subjects of His Majesty, or

(¢) & company registered under the Indian
Companies Act, 1913, or a society re-
gistered unde1 the Co-operative Societies
Act, 1912, or any other law for the time
being in force in Br.tish India relating
to co-operative sucicties or a scheduled
bank, or & corporation or company in-
corporated by or under an Act of Parlia-
ment or any law for the time being in force
in any part of His Majesty’s Dominions
the government of which does not
discriminate in any way against Indian
subjects of His Majesty, and having

i a branch in British India,

shall be registered as a shareholder or be entitled

to payment of any dividend on any share.

» . * .

(4) The GQovernor General in Council shall, by
notificatson in the Gazette of India, specify the
parts of His Majesty’s domsnions which shall be
deemed for the purposes of clauses -(b) und (¢) of
aub-section (3) to be the parts, of His Majesty’s
Dominions §n which no discrimination against
Indian subjects of His Majesty exists.

0]
()
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(5) The nominal vaiue of the shares oripinally
aveigned to the various registers shall be as follows,
namely :— ‘

(a) tothe Bombay register—one hundred and
Jorty lakhs of rupees ; '

(b) to the Caloutta register—one hunﬂmd
and forty-five lakhs of rupees ;
(c) to the Delhi register—one hundred and

Jfifteen lakhs of rupees :

(d) to the Madras register—seventy lakhs of
rupees ;

(e) to tho Rangoon register—thirty lakhs of
rupees :

Provided that if at the first allotment the total
nominal value of the shares on the Delhi register
Jor which applications are recesved is less than one
hundred and fifteen lakhs of rupees, the Central
Board shall, before proceeding to any allotment,
transfer any shares mot applied for up to a
macimum nominal value of thirty-five lakhs of
rupees from that register in two equal portions to
the Bombay and the Calcutta register.

(6) In allotting the shares assigned to a regis-
ter, the Central Board shall, in the first instance,
allot five sharos to each qualified applicant who
has applied for five or more shares; and, if the
number of such applicants is greater than one-
fifth of the total number of shares assigned tothe
register, shall determine by lot the applicants to
whom the shares shall be allotted.

(7) If the number of such applicants is less
than one-fifth of the number of shares assigned to
the register, the Central Board shall allot tle
remaining ehares firstly, up to the limit of one-
half of such remaining  shares, to  those
applicants who have applied for less than
five shares, and thereafter as to the balance to
the various applicants in such manner as it may
deem fair and equitable, having regard to the
desirability of distributing the shares and the
voting rights attached to them as widely as possi-
ble.

(8) Notwithstanding anything contained in sub-
gections (6) and (7), the Central Board shall reserve
for and allot to Government shares of the nominal
value of two lakhs and twenty ihousand rupees o be
held by Government for disposal at par to Directors
seeking to obtain the minimum share gqualification
required under sub-section (2) of section 11.

(9) If, after all applications have been met
in acoordance with the provisions of * gub.
sections (6), (7) and (8), any shares roemain
unallotted, they shall, notwithstanding anything
contained in this section, be allottod to and taken
up by Government, and shall he sold by the
Governor General in Council as soon as may be,
at not lessthanpar * * ¢, to residents of the areas
served by the register concerned.

(10) The Governor General in Council shall have
no right to exercise any vote under this Act by
reason of any shares * allotted to him under
sub-section (8) or under sub-section (9).

(11) A Director shall not dispose of any shares
obtained from Governmeni under the 184
of sub-section (8) otherwisc than by re-sale to Govern.
ment at par, and Government shall be entitled 1o
re-purchase al par all such shares held by any
Director on his ceasing f.om any cause to hold
office as Director.

M201 LAD
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capital of the Bank may b

6. (1) Tho share pinoressed by the Centra

Increase and reduction  poard with the previou
of share capital. ganction of the Governor
General in Counci and with the approval of the
Central Legislature,

(2) The additional shares go created shall be (14).
of the nominal value of one hundred rupees each
and shall be assigned to the various registers in the
same proportions as the shares comstituting the
original share capital. .

(3) Such additional shares shall be fully paid up,
. . * and the price at C:htichl
they may beissued shall be fixed by the Centra.
Bog’rd with the previous sanction of the Governor
General in Council.

he provisions of section 4 relating to the (3)-
mg&lw{ of pallotment. o}‘ the shares constituting the
original share capital shall apply to the allotment
of such additional shares, and existing shareholders
shall not enjoy any preferential right to the allotment
of such addstional shares.

(5) The share capital of the Bank may be (#)-
reduced by the Central Board, with the previous
sanction of he Governor Gencral in Council,
to such extent and in such manner as may be
determined by the Bank in general meeting.

. » M * *
6. * » *
¢ Offices, branches and & The Bapk shall, as

agencies.

soon a8 may be, establish
offices in Bombay, Calcutta, Delhi, Madras and
Rangoon, and may establish branches or agencies
in any other place in India or s» London or.
with the previous sanction of the Governor
General in Council, eleewhere.

7. The general superintendence and direction of

the affairs and business of
Management. the Bank shall be entrust-
ed to & Central Board of Directors which may ex-

ercise all powers and do all acts and things which
may be exercised or done by the Bank and are
not by this Act expressly directed or required to
be done by the Bank in general meeting.

8. (1) The Central Board shall consist of the
Composition of the {°1!°W‘n8 Directors, name-
Central Board, and term 'Y ‘—
of office of Directors.

(@) & Governor and  * * .
two Deputy Governors, to be appointed
by the Governor General in Council after
consideration of the recommendations
made by the Board in that behalf ;

(b) four Dircctors to be nominated by the
Governor General in Council ;

(c) eight Directors to be elected on behalf
of the shareholders on the various
registers, in the manner provided in

section 9 and in the following num.-
bers, namely :— -

(¢) for  the Bomba register—tw
Directors ; v glster °
(#6) for  the Calcutta regi
Directors ; eguter—»twq
(341) for the Delhi register—
irectors ; gister—two

{sv) for ‘;h? Madras  register—one

(v) for . t;ho Rangoon giste
.Director ; and e o r—one
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(2) one government official to be nominated
. by the Governor General in Council.

(2) No person shall be appointed as Governor (14).
unless he 18 a person of tested banking experience
covering a period of not less than five years.

(3) The Governor and Deputy Governors shall (),
devote their whole time to the affairs of the Bank,
and shall receive such salaries and allowances as
may be determined by the Central Board, with
the approval of the Governor General in Council.

(4) A Deputy Governor and the Director (),
nominated under clause (d) of sub-section (1) may
attend any meeting of the Central Board and take
part in its deliberations but shall not be entitled
to vote :

Provided that when the Governor is absent
a Deputy Governor authorized by him in this
behalf in writing may voto for him.

(6) The Governor and a Deputy Guvernor 4
shall hold office for such term not exceeding five
years as the Governor General in Council may
fix when appointing them. and shall be eligible for
re-appointment.

A Director nomsnated under clause (b) or elected
under clause (c) of sub-section (I) shall hold office
for five years, or thereafter until his successor
shall have been duly nominated or elected, and,
subject to the provisions of section 10, shall be
eligible for re-nomination or re-election.

A Director nominated under . *
clause (d) of sub-section (I) shall hold office during
the pleasure of the Governor General in Counoil:

(6) No act or proceeding of the Board shall be (5)
questioned on the ground merely of the existence
of any vacancy in, or any defect in the constitu-
tion of, the Board.

9. (1) A Local Board shall be constituted for

each of the five areas

Local Boards, their gpecified in the First

constitution and func- Qehedule, and shall con-
tions. sist of—

(a) five members elected {from amongst them-
selves by the sharekolders who are regis-
tered on the register for that area and
are qualified to vote, and

(6) not more than three members nominated
by the Central Board from amongst the
shareholders registered on the register for
:I;.at area, who may be nominated at any

ime :

Provided that the Central Board shall in exercising
this power of nmomination aim at securing the
representation of territorial or economic interests not
already represented, and in particular the represen-
tation of agricultural interesiz and the interests of
co-operative banks.

(2) At anelection of members of a Local Board
for any area, any shareholder who has been regis-
tered on the register for that area, for a period
of not less than six months ending with the date
of the election, as holding five shares shall have
one vote, and each shareholder so registered as
having more than flve shares shall have one vote
for each five shares, but subject to a maximum of
ten votes,and such voles may be exercised by proxy
appoinied on each occasion for that purpose, such
pro%eing himself a s lder entstled to vote at
the ton and not being an employee of the Bank.

(3) The members of a Local Board shall hold
office until they vacate it under sub-section (8)
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and, subject to the provisions of section 10, shall
be eligible for re.election or re-nomination, as the
cagse may be. !

(4) At any time within three months of the day
on which the Directors representing the sharehold+
ers on any register are due to retire under the pro-
visions of this Act, the Central Board shall direct
an eloction to be held of members of the Local
Board concerned, and shall specify a date from which
the registration of transfera from and to the register
shall be suspended until the election has taken
place.

(5) On the issue of such direction the Local (64)
Board shall give motice of the date of the election
and shall publish a list of shareholders holding five
or more shares, with the dates on which their shares
were registered, and with their registered addresses,
and such list shall be available for purchass
not less than three weeks before the date fixed for

" the election.

(6) The names of the persons elected shall be (8)-
notified to the Central Board which shall therewpon
proceed to make any nominations permitted by
clause (b) of sub-section (I) it may then decide
to make, and shall fix the date on which the
outgoing members of the Local Board shall vacate
office, and the incoming members shall be deemed
to have assumed office on that date.

(7) The elected members of a Local Board shall, (6)-
as soon as may be after they have been elected,
elect from amongst themselves one or two persons,
as the case may be, to be Directors representing the
shareholders on the register for the area for which
the Board is constituted.

(8) ALocal Board shall advise the Central Board (7).
on such matters as may be generally or specifically
referred to it and shall perform such duties as the
Board may, by rogulations, delegate to it.

10. (I) No person may be a Director or a

Qualifications and dis- membher of a Local Board

qualifications of Direo- WhO is not or has not at
tors and members of some timo been* engaged

Local Boards. in * * agricu]. .
tural, commercial, financial or industrial activi-
ties, *

- * * L] L]

(2) No person may be a Director or a member of
a Local Board who—

(@) is u saluried government official or a
salaried official of a State in India, or
(b) is, or at any time has been, adjudicated an
insolvent, or has suspended payment or
has compounded with his creditors, or
(¢) 38 found lunatic or becomes of unsound (69).
mind, or .
(d) is an officer or employee of any bank, ()
or
(e) is & director of any bank, other than a (9)-
bank which is a society registe or
deemed to be registered wunder the Co-
[ of 1012, operative Societies Act, 1912, or any other
law for the time being in force in British
Indwa relating to co-operative societies.
. . . .

(8) No two persons who are partners of the (¢4)-
same mercantile firm, or are directors of the same
private company, or one of whom is the general agent
of or holds a power of procuration from the other,
or from a mercantile firm of which the other is a
partner, may be Directors or members of the same
Local Board at the same time.
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. (#) Nothing in_sub-section (1) .or in clasne:(n), (3)
clause (d) or clause («) of subssection (2) shul} apg?lw
to the Governur, or to a. Deputy Governor or to the:
Director nominated under clause (d) of sub-seow.
tion (7) of section 8. N

"1L (1) The Governor General'in Conncil may:
Removsl. from and remrove from office tlie"
vacation of ofice. x Gnve‘mor, or a Deputy
Goverror or ény nominat-

_ed or elected Director :

- Provided that in the case of a Director nominated
or elccted under clause (b) or cluuse () of sub-.
section (1) of section 8 thin J)ower shall Le exerciced
only ou a resolution passed by the Central Beard
in that behalf by & majority consisting of not
less than nine Directors. .

(2) A Director nominated or elected under clause
(b) or clause (c) of sub-section (1) of rection 8, and
anv member of a Local Boaid shall cease to-
hold office if, at any time after six months fiom
the date of his nominaticn or election, -

. * le is not registered us a
holder of unencumbercd shares of the Bank of a
nominal value of not lees than fire thousand
rupees, or if he ceases to hold unencumbered
shares of that value, and any swch Director shall
crase to hold office if withcut leave from the
Governor General in  Council he absents himself
from three consccuiive meelings of the Ceniral
Board.

(3) The Governor General in Council skall re-
move from office any Director, and the Central
Board skall 1emove f}r, om cffice any member of a
Local Beard, if such Director or member becwmes
subjoct to any of the dirqualificaticns specified in
sub-section (2) or sub-section (3) of sectivn 10,

(4) A Director or member of a Local Board (3-4)
removed or ceasing to hold office under the foregoing
sub-sectivns shallnot be elugitle for re-appoiniment
either as Direclor or as member of o Local Beurd
until the expiry of the term for which his appuint-
ment was made.

(5) The appointment, nomination or election as (¢)

Director cr member of a Local Bourd of any persoa
who is a member of the Indian Legislature or of a,
. local Legislatute shall be void, unless, within two
* months of the date of his appointment, nomina-
tion or election, Le ceases to be such member, and,
if any Director or member of a Local Boaid is
elected or nominated as a momber of an such
Legislature, he shall cease to be a Director or nem-
ber f the Local Board as from the date of such
election or nomination, as the case may be.

(6) A Director may resign his office to the (5)
Governor General in Council, and a member of a
Local Boaid muy resign his office to the Centrul
Buard, and onthe acceptance of the resignaticn. Lhe

office sliall become vacunt.

12. (1) If the Governor or a Deputy Governor

Casual vacancies and by infirmity or otherwise
absences. i# rendered incapable of
executing his duties or is absent on lcave or other-
wise in circumstances not involving the vacation of
his appointment, the Governor General in Council
may, after consideration of the recommendations
made by the Central Board sn this behulf, appoint
another pereon to officiate fur him, anu euch
purson may, votwithstanding anything ocon.
taned in clause (d) of sub-seciiun (2) of section
10, Le un ofticer of the Bank.

M201 LAD



{  (2) Hanelected Director is for any reason unable
to attend a partioular meeting of the Central
Board, the elected members of the Local Board
of the area which he represents may elent one of
their number to take his place, and for the pur-
poses of that meeting the substitute so elected shall
have all the powers of the absent Director.

[ ] ] L] ] * *

(3) Where any casual vacancy inthe office of any (¢)
member of .a Local Board occurs otherwise than
by the occurrence of a vacancy in the office of a
Director elected by the Local Board, the Central
Board may nominate thereto any qualified person
recommended by the elected members of the Local

, . . . . .,

(4) Where any casual vacancy occurs in the office @
of a Director other than the vacancies provided for
in sub-gection (1), the vacancy shall be filled, in the
case of a nominated Director by nomination, und
sn the case of an elected Direclor by election held in
the manner provided in section 9 for the election of
Directors :

Provided that before such election ss made the
resulting vacancy in the Local Board and an
vacancy in the office of an elected member of
Board which may have been filled by a member
nominated under sub-section (3) shall be filled by
election held as mearly as may be in the manner

ided in section 9 for the election of members of
a Local Board.

(6) A person mominated or elected under this (%)
gection to fill a casual vacancy shall, subject to the
proviso contained in sub-section (4), hold office for
the unexpired portion of the term of his predecessor.

13. (1) Meetings of the Central Board shall be

) convened by the Governor
Bmf'ng' of the Central ") ast six times in each
year and at least once in
£ - '

each quarter, *

(2) Any three Directors may require the (1-4)
Governor to convene a meeting of the Central
Board at any time and the Qovernor shall forthwith
convene a meeting accordingly.

. (3) The Governor, or in his absence the Deputy (2)
@overnor authorized by the Governor under the
proviso to sub-section (4) of section 8 to vote for
him, shall preside at meetings of the Central Board,
and, inthe eveant of an equality of votes, shall have

a second or casting vote.

14. (J) A general meeting (hereinafter in this
General meotings, Act referred to as the
annual general meeting)
shall be held acnually at @ place where there 55 an
office of the Bank witLin six weeks from the date
on which the annuaMaccounts of the Bank are
closed, and a general meeting may be convened by
the Central Board at any other time :

Provided that the annual gemeral meeting shall
not be held on two consecutive occasions at any one
place. '

(2) Any shereholder shall be entitled to attend
at any general meeting, and each shateholder who
has been registered on any register, for a period
of not less than six montlis ending with the date
of the meoting,asholding five shares shallbave one
vote, and each shareholder &0 registered as ha
more than five shares shall have one vote for each
five shares, but subject to a maximum of tep
votes ; and such votes may be exercised by proxy.



15. (7) The following prov;siona shslltapp!.g
: to the first constitution o
the ot Baat™ ! the Central Board, and,

notwithstanding any-
thing contained in sectior. 8, the Central Board
a8 oonstituted in accordance therewith shall be
deemed to be duly constituted in acoordance with
this Act.

(2) The first Governor and the first Deputy
Governor or Deputy Governors shall be appointed
by the Governor General in Council on his own
initiative, and shall receive such salaries and allow-
anoes as he may determine.

(3) The first eight Directors representing the
shareholders on the various registers shall be
nominated by the Governor General in Council
Jrom the areas served respectively by those registers,

. * * and the Directors so
nominated shall hold office until their successors shall
have been duly elected as provided in sub-section (4).

(4) On the expiry of each surcessive period of
twelve monthe after the momination of Directors
under sub-section (3) two Directors shall be elected
n the manner provided tn section 9 until all the
Directors so nominated have been replaced by
elected Directors holding office in accordance with
section 8. The registers in respect of which the
election 18 to be held shall be sclected by lot from
among the registers atill represented by nominated
Directors, and for the purposes of such lot the
Madras and Rangoon registers shall be treated as
sf they comprised one register only.

16. As soon as may be after the commencement

. N of this Act, the Central

‘Lol::'t b oohatitation of poard shall direct eleo-

tions to be held and may

make nominations, in order to constitute Local

Boards in accordance with the provisions of section

9, and the members of such Local Boards shall hold

office up to the date fixed under sub-section (6) of

pection 9, but shall not exercise any right under
sub-section (7) of that section.

1?7. The Bank shall be authorized to carry on

Business which the and transact the several
Bank may transact. kinds of business herbin-
after specified, namely :—

(I) the accepting of money on deposit
without interest from, and the collection
of money for, the Secretary of State
in Council, the Governor QGeneral in
Council, Local Governments, States in
India, Jocal authorities, banks and any
other persons ; ,

(2) (a) the purchase, sale and rediscount of
bills of oxchange and promissory notes,
drawn on and payable in India and
arising out of bond fide commercial or
trade transactions bearing two or more
good signatures, one of which shall
be that of a scheduled bank, and
maturing within ninety days frcm the
date of such purchase or rediscount,
exclusive of days of grace ;

(b) the purchase, sale and rediscount of bills
of exchange and promigsory notes,
drawn and payable in India and
bearing two or more good signatures,
one of which shall be that of s
scheduled bank, or a provinecial co-
operative bank, and drawn or issued
for the purpose .of financing sea-
.sonal: agrionltural operations or the
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‘marketing of erops, and .matur.
ing within nine months from the
date of such purchase or redis;
count. exclusive of days of grace:
» L] - * . 0" 3

(c) the purchase, sale and rediscount of bills

" of exchange and promissory notes
drawn and payable in India and bear-
ing the signature of a scheduled
bank, and issued or drawn for the
purpose of holding or trading in
geourities of the Governmont of India
or & Looal Government. or such socuri;
ties of States in India as may be spoci-
fied in this behalf by the Governor
General in Council on the recommond-
ation of thes Central Board, and
mntaring within ninety days from
the date of such purchase or rediscount,
exclusivo of days of grace ;

(3) (a) the purchase from and sule to scheduled
banks of sterling in amounls of not
less than the equivalent of one lakh of
rupees ;

(b) the purchase, sals and rediscount of bili®
of exchange (including treasury billa)
drawn in oron any place in the United
Kingdom and maturing within ninety
dsys from the dats of purchase, provid«d
that no such purchaase, saleor rediscount
shall be mude in India except witha
schedulad bank ; and

(c) the keeping of balances with banks n
the United Kingdom ;

(4) the making to States in India local autho-
rities, scheduled banks and provincial
co-operative banks of loaus and advan-
cos, repsvable on demand or on
the expiry of fixed periods not exceeding
ninoty days, against the security of—

{a) stocks, funds and securities (other than
immovable property) in which a
trustee is authorized to invest trust
money by any Act of Parliamaat or by
anv law for the time being in force in
British India;

(b)) god * or silver or doouments
of title to the sama;

(c) such bills of exchange and gromis-
sory notos as are eligible for purchase
or redi:count by the Bank:* * *;

»

*d

(d) prowissory notes of any schedul2d bink :.;
or a provinoial ¢o-operative bank, sup-
ported by dooumoants of title
to goods whioh have beon tran.fecred,
assigned, * or pledged to
anv such bank as security for a oash
oredit granted for bond fide commercial
or trads transaction:, or for ths pur-
posa of financing seisonal agrioultural

oporations or t.e marketi :
‘p . 16 mir ting of. crops :

(5) tbemiking *  *  to the Governor
Gencral in Council and to such Lo:al
Governmen!s as may have the custody and
management of their own  provincial
revenues of alvances repayable in each
caso not later than three months from
the date of the making of the advance ;

(6)- the issue of demand drafts made payable
at sta own offices or agencies and the
makin,il,. iu:ue &2(1 cirnulation of bank

H ) [ B .

post bi 3
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(7) the purchase and sale of Government se-
curities of the United Kingdom matur-
ing within ten years from the date of
such purchase, . * » ;

(8) the purchase and sale of securities of :lhe

Government of India .
or of & Local Government of any maturity
L) * ‘

or of such securities of a local ‘a.,uthan'ty
in British India or of such States in
India * hd as may be specified
in this behalf by the Governor az;eml
in Council on the recommendation of the
Central Board :

Provided that securities fully guaranteed as
to princvpal and interest by the Government
of India, a Local Qovernment, a local
authority or a State in India shall be
deemed for the purposes of this clause
to be securities of such Governmend,
authorsty or State :

Provided further that the amount of such
securities held at any time in the
Banking Department shall be so regulat-
ed that—

(a) the total value of such securities shall
not exceed the aggregate amount of
the share capital of the Bank, the
Reserve Fund and three-fiftths of the
liabilities of the Banking Department
in respect of deposits ;

* L L J (b’
(b) the value of such securities maturing
after one year shall not exceed the (0)
aggregate amount of the share capital
of the Bank, the Reserve Fund and
two-ﬁ);ths of the liabilities of the Bank-
ing Department in respect of deposits ;
and

(c) the value of such securities maturing
after ten years shall not exceed the (@
aggregate amount of the share capital
of the Bank and the Reserve Fund and
one-fifth of the liabilities of the Banking.
Department in respect of deposits ;

(9) the custody of monies, securities and other

. articles of value, and the collection of the

proceeds, whether principal, interest or
dividends, of any such securities ;

(10) the sale and realisation of all property,
whether movable or immovable, which
may in any way come into the pnssession
of the Bank in satisfaction, or part satis-
faction, of any of its claims ;

(11) the acting as agent for the Secretary of
State in Council, the Governor General
in Council or any Looal Government or
local authority or State in India in the
transaction of any of the following kinds
of business, namely :—

(a) the purchase and sale of gold or silver ;

(0) the purchase, sale, transfer and custody
of bills of exchange, seourities or ghares
in any company ;

(c) the ool{;cltion of the proceeds, whether
- principal, interest or dividends, of an:
gecurities or shares o
MS01LAD '
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(d) the remittance of such proco?da, at-the
risk of the principal, by bills of ex-
change payable either in India or else-
where ; :

(€) the management of public debt :

(12) the purchase and sale of gold coin and
bullion ;

(13) the opening of an account with' or the
making of an agency agreement with,: and
the acting as agent or correspondent of,
a bank which is the principal currency
authority of any country under the law
for the time being in force in that
country ;

{14) the borrowing of money for a period not
exceeding one month for the purposes of
the business of the Bank, and the giving
of seourity for money so borrowed :

Provided that no money shall be borrowed
under this clause from any person in India
other than a scheduled bank, or from any
person outside India otherthan a bank
whichisthe principal currencyauthority
of any country under the law for the time
being in foroe in that country :

Provided further that the total amount of

"~ such borrowings from persons in Indis
shall not at any time exceed the amount
of the share capital of the Bank ;

(15) the making and issue of bank notes sub-
ject to the provisions of this Act; and

(16) generally, the doing of all such matters
and things as may be incidental to or
consequential upon the exercise of its
powers or the discharge of its duties under
this Act.

18. When, in the opinion of the Cen Board

Power of direct dis- or, where the powers and
oouns. functions of the Ceutral
Board under this section have been delegated to a
commatice of the Ceniral Board or to the Governor,
in the opinion of such commiutee or of the Governor,
as. the case may be, a special occasiom has arisen
making sf necossary or expedient that aotion
should be taken under this section for the purpose
of regulating oredit in the interests of Indian
trade, commerce, industry and agriculture, the
Bank may, notwithstanding any limitation eon-
tained in sub-clauses (@) and (b) of clause (2)
or sub-clause (a) or (b) of clause (3) or clause (4)
of section 17,— ‘

(1) purchase, sell or discount any of the bills
of exchange or promissory noles specified
1n sub-clause (a) or (b) of clause (2) or sub-
clause (b) of clause (3) of that section though
such bill or promissory mote does not
bear the signature of a scheduled bank or
a provincial co-operative bank ; or

(2) purchase or sell sterling in amounts of
not less than the equivalent of one lakh of
rupees ; or

(3) make loans or advances repayable on
demand or on the expiry of fized periods
not exce;dmg n}nety days against the
various forms of securit ) in
olause (4) of tlwtoedion:y opeciied

Provided that a committee of the Board or the
Governor shall not, sve in cases of apecial
urgency, qutborue action wunder this section
withoud prior consullation with the Central Board
and that i» all cases action s0 authorized shall be
moﬂed to the members of the Central Board forth~
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19. Save as otherwise provided in sections 17,18
Business which the and 40, thoe Bank may
Bank may not transact. NOt——

(1) engage in trade or otherwise have a direct
interest in any commercial,” industrial,
or other undertaking. except such interest
as it may in any way acquire in the
oourse of the satisfaction of any of its
claims : provided tbat all such interests
shall be dispoged of at the earliest possible
moment ; -

(2) purchase its own shares or the shares of
an) other bank or of any company, or
grant loans upon the security of any such
shares ;

(3) advance money on mortgage of, or other-
wise on the security of, immovable pro-
perty or documents of title relating
thereto, or become the owner of immov-
able property, except so far as is mneces-
sary for its own business premises and
residences for its officers and servants ;

(4) make * loans or advances ;

(5) draw or accept bills payable otherwise
than on demand ;

(6) allow interest on deposits or current
accounts.

CHAPTER III.
CENTRAL BANkKING FuNOTIONS.

£0. The Bank shall undertake to accept monies

Obligation of the Bank for account of the Secre-
to transact Government tary of State in Council
busineas, and the Governor General
in Council and such Local Governments as may.
have the custody and management of their own
provincial revenues, and to make payments up to
the amount standing to the credit of their ac-
counts respectively, and to oarry out their
exchange, remittance and other banking opera-
tions, including the management of the public
debt * - * .,

21. (1) The Governor General in Council and

Bank to have the right Such Local Governments
to transact Governmont as may have the custody
business in India, and management of their
own provinciel revenues shall *  entrust
the Bank, on such conditiors a8 may be agreed
upon, with all their money, remittance, exchange
and banking transactions in India and, in
particular, shall deposit free of interest all their
oash bslences with the Bank :

Provided that nothing in this sub-section shall

revent the Governor General in Council or any

ocal Government from carrying on money trans-
actions * *  at places where the Bank
has no branches or agencies, and the Governor
Generalin Council and Local Governments may
hold at such places such balances as they may
require.

(2) The Governor General in Council and each
Local Government shall * entrust the Baak,
on such conditions as may be agreed upon, with
the management of the public debt and with the
jesue of uny new loans * . .

(3) In the event of any failure to reach agreement
on the conditions referred to in this section (he
Governor Gereral in Council shall decide what the

oonditions shall be,
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(€) Any agreement under this seciion to which
the Governor General in Council 18 a party shall
be laid before the Oentral Legislature as soom as
may be after it is made

2. (1) The Bank shall have t;:: ’:olo rigl;t to

. issue nk mnotes in
Right to issue bank notes.  pr.iich Indis, and may,
for a period which shall be fixed by the Governor
Gemrall)ein Council on the recommendation of the
Central Board, issue currency notes of the
Government of India supplied to it by the
Governor General in Council, and the provisions
of this Act applicable to bank notes shall, unless
a contrary intention appears, apply to all currency
notes of the Government of India issued either
by the Governor General in Council or by the
Bank in like manner as if such currency notes were
bank notes, and references in this Act to bank notes
shall be construed accordingly.

(2) On and from the aforesaid date the Governor
General in Council shall not issue any currency
potes * *,

28. (I) The issue of gank (iul)Jtes Ifh?}Ialml]): con-
ucted by the in an
lssue Department. Jueye Department whioh
shall be separated and kept wholly distinot from
the Banking Department, and the assetsa of the
Issue Department shall not be subject to any
liability other than the liabilities of the Issue
Department as hereinafter defined in section 34.

(2) The Issue Department shall not issue bank
notes to the Banking Department or to any other
person except in exchange for other bank notes
or for such coin, bullion or securities as are per-
mitted by this Aot to form part of the Reserve.

24. Bank notes shall b:.lOf the denominational
s values of five rupees, ten
Denominations of notes. rupees, fifty rupees, one
hundred rupees, five hundred rupees, one thousand
rupees and ten thousand rupees, unless otherwise
directed by the Governor General in Council on the
recommendation of the Central Bourd.

25. The design, form and material of bank

notes shall be such as may

Form of bank notes. be approved by the Gov-

ernor General in Counoil

afler consideration of the recommendations made by
the Central Board.

26. (1) Subject to the Brovisiona of sub-section

(2), every bank note shall

of I;z%:‘..““d" oharacter o legal tender at any

Place in British India in

payment or on account for the amount expressed

therein, and shall be guaranteed by the Governor
General in Council.

(2) The Governor General in Council may, by
notification in the Gazette of India, declare that,
with effeot from such date as may be specified
in the notification, any series of bank notes of any
denomination shall cease to be legal tender save
at an office or agency of the Bank.

27. * [ ] L]
. The Bank shall not re-
Be ""fd°°m' issue bank notes which
are torn, doﬁoed or excessively soiled.

28. Notwithstanding anything contained in any
¢ noses losh, :on:itment or rule of law

of no e contrary,
;:;»leu.mt mautilated oF ghy)| of ngh:y b:zm
imperfeot. to recover from the Gov-
ernor General in Counoil or the Bank the valus of
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any lost, stolen, mutilated or imperfect ourrency
note of the Government of India or bank note:

Provided that the Bank may, with the previous
sanction of the Governor General in Council, pre-
scribe the circumstances in and the conditions an
limitations subject to which the value of such cur-
rency notes or bank notes may be refunded as of

grace.

29. The Bank shall not be liable to the paymens-

Bank exewpt from of any stamp duty. under
stamp duty on besk the Indian Stamp Act, .
notes. 1889, in respect of bank II of 1899.
notes issued by it.

80. (I) If sn th- opinion of the GQovernor General
sn Council the Bank fails
mﬁxﬂ, of A ofm’fl’mg to carry out any of the obli-
m nev tions smposed on it by
supersede Central Board. g under this Act, he m;y'
by notification in the Gazelte of India, declare.
the Central Board to be supers , ond thereafter
the general superintendence and direction of the
affairs of the Bank shall be entrusted to such agency
as the Governor General in Council may defermine,
and such agency may exercise the powers and do
all acts and things which may be exercised or dome
by the Central Board under this Act.

(2) When action ss taken under this section the
Governor Gemeral in Council shall cause a full .
report of the circumstances eading o such actien
and of the action taken !o be laid before the Central
Legislature at the earliest possible opportunily and
in any cage within three months from the issue of
the notification superseding the Board. :

81. No person in Bri%ndia other than the

. or, a8 expressly

.nil.?oio:f demand bills o0} orized by this Act,

’ the Governor General in

Council shall draw, accept, make or igsue any bill of

exchange, hundi, promissory note or engagement

for the payment of money payable to bearer on

demand, or Lorrow, owe or take up any sum ot

sums of money on the bills, hundis or notes pay-
able to bearer on demand of any such person :

Provided that cheques or drafts, tncluding

hundis, payable to bearer on demand or otherwize

may be drawn on a person's account with a banker,

shroff or agent.

-

e

-

82. (1) Any person contravening the provisions

Penalty of section 31 shall *

* * * be punishable

with fine which may extend to the amount of the

bill, hundi, note or engagement in respect whereof
the offence is committed.

(2) No prosecution under this section shall be
instituted except on complaint made by the Bank,

83. (I) The assets of the Issue Department shall

Assets of the Issue De- consist of gold coin,
partment. gold bullion, sterling secu-
rities * . . » rupee coin and rupee
securities to such aggregate amount as is not less
than the total of the liabilities of the Issue Depart-
ment as hereinafter defined.

(2) Of the total amount of the assets, not lees
than two-nfths shall consist of gold ooiff;—goid
hullion or slerling securities * * . .
Provided that the amount of gold coin and gold
bullion shall not at any time be less than forty
crores of rupees in value.
(3) The remajnder of the assets shall be held
in rupee coin, Government of India rupee secuii-
ties of any maturity and such bills of exchange
M LAD ¢
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and promissory notes * * payable in British
India as are eligible for purchase by the Bank under
sub-clause (a) or sub-clause (b) of clause (2) of
section 17 or under section 18 :

Provided that the amount held in Govern-
ment of India rupee securities shall not at any
time exceed one-fourth of the total amount of the
assets or fifty crores of rupess, whichever amount
is greater, or, with the previous sanction of the
Qovernor General in Council, such amount plus &
sum of ten crores of rupees.

(4) For the purposes of this section, gold
coin and gold bullion shall be valued at 8};4;7[511)2

ins of fine gold per rupee, rupee coin shall be
g:sued at its %a.oe I:;lue,P:gd securities shall be
valued at the market rate for the time being
obtaining.

(5) Of the gold coin and gold bullion held as
assets, not less than seventeen-twentieths shall
be held in British India, and all gold coin and gold
bullion held as assets shall be held in the
custody of the Bank or its agencies :

Provided that gold belonging to the 'Bank
which is in any other bank or in any mint or
treasury or in transit may be reckoned as part of
the assets.

(6) For the purposes of thissection, the slerling
soourities * * *  which mav be held as
part of the assets shall be securities of any
of the following kinds payable in the currency
of the United Kinglom, namoly :—

(a) balances at the oredit of the Issue De-
partment with the Bank of England ;

(b) bills of exchange bearing two or more
good signatures and drawn on and
payable at any place in the United
Kingdom snd having a maturity not
exceeding ninety days ;

{¢) Government sacurities of the United King-
dom maturing within five years * *:

Provided that, for a period of two years from
the date on which this Chapter comes
into force, * any of such last mentionsd
securities may be seourities maturing
after five years, and the Bink may, at
any time before the expiry of that
period, dispose of such securities
notwithstanding anything ocontained
in section 17 * *

] L] »

84. (1) The liabilities of the Issue Dapartment

Liabilities of the Issue  shall be an amount equal
‘Depart.neat. to the total of the amount
-of the currency notes of the Government of India
and bank notes for the time being in circula-
tion.

(2) For the purposes of this section, any our-
‘rency note of the Government of India or bank note
which has not been presented for payment within
forty years from the lst day of April follow-
ing the date of its issue shall be deemed not to
be in ciroulqtion, and the value thercof shall,
notwithstanding anything contained in sub-
section (2) of section 23, be paid by the Issus
Depurtment to the Governor General in Council
cor the Banking Dopartm:nt, as the case may
be ; but any such note, if subsequently presented
for payment, shall be paid by the Banking Do>-
partment, and any such payment in the case
of a currency note of the Government of
Indis shall be debited to the Governor General in
Council. :
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85. On the date on which this Chapter comes
into force the Issue De.
" (Tnitial assets and lisbi-  partment shall take over
riea. from the Governor Gene-
ral in Council the liability for all the currency notes
of the Government of India for the time being in
circulation and the Governor General in Council
shall transfer to the Issue Department gold coin,
gold hullion, sterling securities * * .
rupee coin and rupee securities to such
aggregate amount as is equal to the total of the
amount of the liability so transferred. The
coin, bullion and securitios shall be transferred
in such proportion as to comply with the require-
ments of section 33 :

Provided that the total amount of the gold coin,
gold bullion and sterling scourities * *

* 80 transferred shall not be less than one-
half of the whole amount transferred, and that the
amount of rupee coin so transferred shall not
exceed fifty orores of rupees :

Provided further that the whole of the gold coin
and gold bullion held by the Governor General in
Council in the gold standard reserve and the paper
currency reserve at the time of transfer shcll be so
transferred.

86. (1) After the close of any financial year

Method of dealing with in which the minimum
fluctuations in rupee coin amount of rupee coin held
assete. in the assets, as shown
in any of the weekly acocounts of the Issue Depart-
ment for that year prescribed under sub-section (1)
of section 83, 1s greater than fifty crores of rupees
or one-sixth of the total amount of the assets
as shown in that acoount, whichever may be the
groater, the Bank may deliver to the Governor
Q(eneral in Council rupee coin up to the amount
of such excess but not without his consent
exceeding five orores of rupees, against payment
of legal tender value in the form of bank notes,
gold or securities :

Provided that if the Bank so desires and if the
amountyof gold coin, gold bullion and sterling
securities * * * in the assets doos not
at that time exoceed one-half of the total assets, a
proportion not exceeding two-fifths of such pay-
ment shall be in gold coin, gold bullion or such
sterling securities * * * as may be
held as part of the assets under sub-section (6) of
section 33.

(2) After the close of any financial year in which
the maximum amounpt of rupee coin held in the
assets, as so shown, islessthan fifty ororesofru pees
or one-sixth of the total amount of the assets, as
so shown, whichever may be the greater, the Gov-
ernor General in Council shall deliver to the Bank
rupee coin up to the amouut of such deficiency, but
not without #fs consent exceeding five crores of
rupees, against payment of legal tender value.

87. (1) Notwithstanding anything contained in

Suspension of essets the foregoing provisions,
requirements. the Bank may, with the
previous sanction of the Governor General in Coun-
cil, for periods not excecding thirty days in the first
instance, which may, with the like sanction, be
extended from time to time by periods not exceed.
ing fifteen days, hold as assets gold coin, gold
bulliou or sterling socurities * * *
of less aggregate amount thun that required by sub.-
seotion () of section 33 and, whilst the holding is so
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.reduced, the proviso to that sub-section shall
cease to be operative : ,

Provided that the gold coin and gold bullion
held as such assets shall not be reduced below the
‘amount specified in the proviso to sub-section (2) of
gection 33 20 long as any slerling securities remasn
held as such assets.

(2) In respect of any period during which
the holding of gold coin, gold bullion and sterling
gecurities ® ®* is reduced under
aub-section (7), the Bank shall pay to the
Governor Gonetal in Council a tax upon the
amount by which such holding is reduced below
the minimum prescribed by sub-section (2) of
section 33 ; and such tax shall be payable at the
bank rate for the time being in force, with an
addition of one per cent. per annum when such
holding exceeds thirty-t wo and a half per cent. of
the total amount of the assets and of a further
one and a half por cent. per annum in respect of
every further decrease of two and a half per cent.
or part of such decrease :

Provided that the tax shall not in any event
be payable at a rate less than six per cent. per
annum.

88. The Governor General in Council shall
L undertake not to re-issue
mobligatiors é’inf?.ﬁ?{ any rupes coin delivered
pect of rupee coin, under section 36 nor to
put into circulation any
*  rupees, except through the Bank and as pro-
vided in that section ; and the Bank shal' under-
take not to dispose of rupee coin othorwise than
for the purposes of circulation ur by deliery
to the Governor General in Council under that
section.

39. (I) The Bank shall issue rupes ooin on
L demand in exchange for
dionligation Yo ®WPPYY  pank notes and currsnoy
rency. notes of the Government
of India, and shall issue
ourrency notes or bank nctes on demand in ex-
change for coin which is legal tender under the
Indian Coinage Act, 1906.

(2) The Bank shall, in exchange for currency
notes or bank notes of five rupees or upwards,
supply currency notes or bank notes of lower
valueor * * other coins which are legal
tender under the Indian Coinage Act, 1906, in
such quantities as may, in the opinion of the Bank,
be requited for ciroulation ;and the Governor Gene-
ral in Conncil shall . * * *
supply such  * . * * coins
to the Bank on demand. If the Governor
Genoral in Council at any time fails to supply
suck coing, the Bank shall be roleased from its .
obligutions to supply them to the publio.

40. The Bank shall sell, to any person who

Obligation to sell makes a demand in that
sterling, behalf at its office in
Bombay, Calcutta, Delhi, Madras or Rangoon and
pays the purchase price in logul tender currency .
sterling for immediate delivery in London, at’a
rate not bolow one shilling and fivo pence aud forty
nine sixty-fou:ths of a penny for a rupee : '

Provided that no person shall be entitled to.

demand to buy an amount of stotling less than
ten thousaud pounds.

41. The Bauk shall buy, from any porson who
Dbligation to  buy makes a demand in that
sterling, -~ behalf at its office in
Bombay, Oaloutta, Delhi, Madras or Rangoon,
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“' gtetling for immediate delivery iri London, &t &
fate not higher than one shilling and six perneé
and three-sixteenths of a penny for a rupee : =~ =~

. Provided that no person shall be entitled to
demand to sell an amount of sterling leas than teg
thousand pounds : ’
Provided further that no person shall be entitled
to receive payment unless the Bank is satisfied that
payment of the sterling in London has been made.

42. (1) Every bank included in the Second
Schedule shall maintain
Cash reserves of sche- * * with the * Bank u
duled banks to be kept pojgmey the amount of
with the Bunk. which shall no! at ths.
close of business on any day be less than five per
cent. of the demand liubilities and two per cent. of
the time liabilities of such bank tn India as showw
tn the return referred to in sub-ssction (2).

Frplanation—For the purposes of this section
liakiliries shall mot include the paid-up capital ob
the reseives, or any credit balunce in the profita
loss account of the bank or the amount of any loak
taken from the Reserve Bonk.
~ (2) Every scheduled bank shall send to the
Governor General in Council and to the Bauk
& * return signed by two responsible officers
of such bank showing—

(a) the amounts of its demand and time
liabilities, respectively, in India,

(b) the total amount held in India in currency
notes of the Govornment of India and
bank notes,

(c) the amounts held in India in rupee coin
and subsidiary coin, respectively,

(d) the amounts of advances made and of
bills discounted in India, respectively,
and

(e) the balance held at the Bank,

at the close of business on each Friday, or if Friday

1s @ public koliday under the Negoliable Instruments

Act, 1881, at the close of business om the nert XXVI of
working duy ; and such return shall be sent not 1881.
later than three days after the date to which 4t

rclales :

Provided that where the Bank is satisfied that
the furnishing of a weekly rdurn under this sub-
section is impracticable in the ¢ :se of any scheduled
bank by reason of the geographical position of the
bank and its branches, the Bank may require such
bank to furnish in liew of a weekly return a month-
ly return to be disp 1tched not later than fourteen
days after the cnd of the month to which it relates
giving the detasls specified in this sub-scction in
respect of such bank at the close of business. for
the month.

(3) If at the close of business on anyday before (8)
the day fired for the mext return, the balunce held
at the Bank by any scheduled bank is below the
minimum prescribed in sub-section (I), such sche-
duled banl: skall be liablz to pay tu the Bank in respect
of each such duy penal in'erest at a rate threc per
ccnt. above the bank rate on the amount by which
the balance with the Bank fulls short of ihe prescribed
minimum, and if on the day fived for the nend
return such balunce is stili below the prescribed
minimum as disclosed by this return, the rates of
penal int-rest shall be increased to a rute five pe- beind.
above the bank rale in respect of Hat day and edoh
subsequent day on which the balance held at the Bank
at the close of business on that day is below the prea
aoribed minimum.

M LAD.
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 (4) Any scheduled bank failing to comply with (8)
the provisiuns of sub-section (2) shall be liable to
pay to the Governor G:neral in Council or to the
Bank, as the case may be, or %o eack, a penaity
o{em Rundred rupees for each day during which
the failure continues.

(6) The penalties imposed by sub-sestions (3) (6)
and (4) shall be payible on demand made by the
Bank, and in the event of a refusal by the d>faulling
bank to pay on such demand, may be levied by
a direction of the principal Civil Court having
jurisdiction in the area where an office of the default-
ing bank is situated, such dircction to be made only
upon application made in this behalf to the Court
by ‘he Governor General in Council in the case of
a failure to maks a return under sub-section (2) to
the Governor General sn Council, or by the Bank
with the previous sanction of he Governor General
in Council in other cases,

(6) The Governor General in Council shall, by (7)
notification in the Gazette of India, direct the
inclusion in the Second Schedule of any bank not
a'ready so included which carries on the business
of banking in British India and which—

(a) has a paid-up capital and rescrves of an
aggregate value of not less thun five lakhs
of rupces, and

(b) i3 a bank as defined sn clause (2) of section 2

"I of 1018, of the Indian Companies Act, 1913, or a
corporation or a company incorporated by
or under any law in force in any place
outside British India,

and shall by a like notification direct the exclusion
from that Schedule of any scheduled bank the
aggregate value of whose paid-up capital and
reserve becomes at any time less than jgve lakhs
of rupees, or which goes into liquidation or other-
wise ceases to carry on banking business.

43. The Bank shall compile and  shall 424.
dated statement by the week a consolidated state-
Bank. meni showing the aggregate
of the amounts under each clause of sub-section (2)
of section 42 exhibited in the returns received from
scheduled banks under that section.

44, The Bank may regquire any provincial co- 42B.
Power to require re- Operative bank with which
turns from co-operative i has any (iransactions
banks. under section 17 to furnish
the return referred to in sub-section (2) of section 42,
and if it does 8o, the provisions of sub-sections (4)
and (3) of section 42 shall apply so far as may be
ic; azch co-operative bank as if it were a scheduled
nk.

45. (1) The Bank shall enter into an agreement 43.
with the Imperial Bank of
India which shall be sub-
ject to the approval of the
Governor Geperal in Council, and shall be express-
ed to come into force on the date on which this
Chapter comes into force and to remain in force
for fifteen years and thereafter until terminated after
Jfive years’ notice on either side and shall further con-
tan the provisions set forth in the Third Schedule;

Provided that the agreement shail be conditional
on the maintenance of a.sound financial position
by the Imperial Bank and that if, in the opumion of
the Central Boird, the Imperial Bank has failed
either to fulfil the conditions of the agreement or to
mainiain a sound financial position, tie Czntral
Board shall make a recommendation to the
Qovernor General in  Council, and the Governor
General in Council, after’ making asuch furiher

Agreement with the
Imperial Bank,



21

enguiry as he thinks fit, may issue instructions
to the Imperial Bank with reference -either tothe
greement o to anymaltler which in his opinion
snvolves the security of the Government monies or
the assets of the Issue Department in the custody of
the Imperial Bank, and in the event of the Imperial
Bank disregarding such instructions may declare
the agreement to be terminated. '

(2) The agreement referred to in sub-section (1)
shall, as soon as may be afler it iz made, be laid

before the Central Legislature.

CHAPTEI} IV.
GENERAL PROVISIONS.

46. The Governor General in Council shall 634.
Contribution by Govern. transfer to the Bank rupee
or General in Council to securities of the value of
the Reserve Fund. Jive crores of rupees to be
allocated by the Bank to the Reserve Fund.

47. After making provision for bad and doubt- 44.
Allocation of surplus. ful debts, depreciation in
assets, contributions to
staff and superannuation funds, and such other
contingencies as are usually provided for by
bankers, and after payment out of the net annual
prefits of a cumulative dividend at such rate not
exceeding five per cent. per annum on the share
capital as ‘the Governor General in Council
may fix at the time of the issue of shares, a
portion of the surplus shall be allocated * .
L4 L] L J * -
. * . . .
* % * to the payment of an sdditional
dividend to the sharcholders oalculated
or the scale set forth in the Fourth
Schednle and the balance of the surplus
ehall be paid to the Governor General

in Council :

Provided that if at any time the Roserve Fund is
fess than the share capital, not less than fifty
lakhs of rupees of the surplus, or the whole of the
surplus if less than that amount, shall be allocat- *

ed to the Reserve Fund.

48. (1) Notwithstanding anything contained in 444.
the Indian  Income-tox
Fzemption of Bank Act, 1922, or any ut{be.r XI of 1922.
from  income-taz and e€nactment for the time being
euper tax and provision in force relating to thcome-
or deduction at source of tax or gsuper-tur, the Bank
tnoome-tax on dividends. shall not be liable to pay

tncome-tar or super-tax
on any of its sncome. profits or gains :

Provided that nothing in this section shall affect
the lizbility of any shareholder in respect of income-
tazx or super-tax.

(2) For the purposes of section 18 of the Indian
Income-tax Act, 1922, cnd of any other relevant X1 of 1922,
provision of that Act r-lating to the levy and refund
of tncome-tax any dividend paid wunder seztion 44
of this Act shall be deemed to be * Intercst om

ecurities .
49. The Bank shall make public from time to ¢4,
L time the standard rate at
I.“I;ubl:eahon of bank hih it is prepared to
. buy or re-discount bills of
exchange or other commercial paper eligible for
purchase under this Act.
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50. (1) Not less than two suditors shall be ¢a.
' o olacted and their remune-
Auditors. ration fixed at the ar;‘hual
neral moeting. The auditors may be share..
hdl('i’ats, but ng Director or other oﬁi'oer of the .
Bank shall be cligible during his continuance 1n
oilﬁzo. Any anditor shall be eligible for re-election
on quitting office. '

o\ The first auditors of the Bank may be
ap(;:c:il'll::gd by the Central Board befote the first
‘annual general meeting and, if so appointcd, shall
hold offico only until that meeting. All audit-
ors elected under this section shall severally be, and
continue to act as, auditors until the first .annual
general meeting after their respoctive elections :

ided that any casnal vacancy in the office of
an?r:\rc;(i:or olocted under this section may be filled
by tho Central Board.

i _prejudice to anything contained 47-
51. Without prejuciey K0 ion 80, the Gov-
Appointment of special - orpor General in Coun-
suditors by Government. .5 1oy ut any time
appoint the duditor Qeneral or such auditors as
he thinks fit to examine and report upon the
accounts of the Bank.

52. (1) Every auditor shall be supplied with 8.

copy of the annual
balance.sheet, and it shall
be his duty to examine
the same, together with the accounts and vouchers
relating thercto ; and every auditor shall have a list
deliverad to him of all books kept by the Bank,
and shall at all reasonable times have access to the
books, accounts and other documents of the Bank,
and may, at the expense of the Bank if appointed
by it or at the expense of the Governor General
in Council if appointed by him, employ account-
ants or other porsons to assist him in investigating
such accounts, and mav, in rvelation to such
accounts, examinoe any Director or officer of the
Bank.

(2) The aunditors sball niake a report to the
shareboldets or to the Governor General in
Council, as the case may be, upon the annual
balance-sheet and accounts, and in every such
report they shall state whether, in thoir opinion,
the balance-sheot is a full and fair balance-shoet
containing all necessary particulars and proporly
drawn up 80 as to exhibit a true snd correct view
of the stute of the Bank’s affairs, and, in caso
they have called for any explanation or informa-
tion fiom the Central Board, whetlier it has been
given and whether it is satisfactory. Any such
report made to the shareholders shall be read,
together with the report of the Central Board, at
the annual general meeting.

Powers and duties of
auditors.

53. (1) The Bank shall prepare and transmit 49,
Ret to the Governor General
urns, » .

in Council a weekly
acconnt of the Issue Depart ment and of the Bank-
ing Dopartment in the form set out in the Fifth
Bchedule or in such otker formas the Governor
General in Conncil may, by notification in the
Gazette of India, prescrite. The Governor
General in Council shall cause these accounts to

Le published weekly in the Gazette of Iudia.

~ (2) The Bank shall also, within two months
from the date on which the annual accounts of the
Bank are closed, transmit to the Governor General
in Couiitil & copy of the annual accounts signed
by the Governor, the Deputy Governors and the
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Chief Accounting Officer of the Bank, and certi-
fied by the auditors, together with a report by the
Central Board on the working of the Bank through-
out the year, and the Governor General in Council
shall cause such accounts and report to be pub-
lished in the Gazette of India.

(3) The Bank shall also, within two months
from the date on which the annual accounts of the
Bank are closed, transmit to the Governor General
in Council a statement showing the neme, address
and occupation of, and the number of shares held
by, each shareholder of the Bank.

54. (1) The Bank shall, at the earlsest practif;f}l: d94.
date and in any case with-
Reports by the Bank. [\ three ymg from the
date on which this Chapter comes into force,
make to the Governor QGeneral in Council a report,
with proposals, if st thinks fit, for legislation, on
the following matters, namely :—

(@) the extension of the provisions of this Acd
relating to scheduled banks to persons and
firms, not being scheduled banks, engaged
sn British India in the business of bank-
ing, and

(b) the establishment of a Rural Credst Depart-
ment of the Bank or the creation of other
machinery for effecting a closer connection
between agricultural enterprise and the
operations of the Bank.

(2) When the Bank ts of opinion that the inier-
national monelary position has become sufficiently
clear and stable to make it possible to determine
what will be suitable as a permanent basis for the
Indian monetary system and to frame permanent
measures for a monetary standard it shall report
sts views to the Governor General tn Council.

55. (I) The Local Board of any area may at any go.
. time require any share-
P ire decla- .
ration 8 n:tt?or:g‘:neuhip of holder who is registered
registered shares, on the register for that
area to furnish to the
Local Board within a specified time, not being
less than thirty days, a declaration, in such form
as the Central Board may by regulations pres-
cribe, giving partioulars of all shares on the said
register of which he is the owner.

(2) If it appears from such declaration that any
shareholder is not the owner of any shares which
are registered in his name, the Local Board may
amend the register accordingly.

(3) f any personrequired to make a declaration
" under sub-section (I) fails to make such declara-
tion within the specified time, the Local Board may
make an entry against his name in the register
recording such failure and directing that he shall
have no right to vote, either under section 9 or
section 14, by reason of the shares registered in his
name on that register.

(4) Whoever makes a false statement in any
declaration furnished by him under sub-section (1)
shall be deemed to have committed the offence of
iving false evidence defined in section 191 of the
gldia'.n Penal Code, and shall be punishable under
the second paragraph of section 103 of that Code. xy1,v of 1560,

(8): Until Local Boards have been constituted undey
section 9 the powers of @ Local Board under this
section shall be exgrcised by the Cemtral Board in
respect of any area for, which a Local Bdard has not
been constatuded. '



56. (1) Nothing in the Indian Companies Act, 81
VO of 1018, 1913, shall apply to the
Liquidation of the Bank. Bank, and the Bank shall
) not be placedin  *  *
Kquidation save by order of the Governor General

in Council and in such manner as he may
direct.

'(2) In such event the Reserve Fund and sur-

Ius assets, if any, of the Bank shall be divided

etwoen the Governor General in Council and the
shareholders in the proportion of seventy-five per
ocent. and twenty-five per cent., respectively :

Provided that the lotal amount. payable to any
shareholder under this section shall not exceed the
pasd-up value of the shares held by him by morc than
one per cent. for each year after the commencement of
this Act subject to o mazximum of twenty-five per cent.

57. (1) The Central Board may, with the pre- §2.

Power of the Central Vioussanction of the Gov-
Board to make regula- ernor General in Council,
tions. make regulations  con-
sistent with this Act to provide for all mattcrs for
which provision is necessary or convenient for the

Kurpnse of giving effect to the provisions of this
ct.

(2) In particular and without prejudice to the
gonerality of the foregoing provision, such regula-
tions may provide for all or any of the following
matters, namely :—

{a) the holding and conduct of elections under
this Act, including, if the Central Board
thinks fit, provisions for the holding of
any elections according to the principle
of proporticnel representation by means
of the single transferable vote ;

(b) the final decision of doubts or disputes
regarding the qualifications of candidates
for election or regarding the validity of
elections ;

{¢) the maintenance of the share register,
the manner in which and the condi-
tions subject to which shares may be
held and transferred, and, generally.
all matters reluting to the rights and
duties of shareholders ;

{d) the manner in which general meetings
shall be convened, the procedure
to be followed thereat and the manner
in which votes may be exercised ;

{¢) the manner in which notices may be
served on behalf of the Bank upon
shareholders or other persons ;

the manner in which the business of the
Contral Board shall be transacted, and
the procedure to be followed at meetings
thereof ;

(g) the conduct of business of Local Boards
and the delegation to such Boards of
powers and functions ;

(k) the delegation of powers and functions of
the Central Board to the Governor, or to
Deputy Governors, Direotors or officers
of the Bank ;

(+) the formation of Committees of the Central
Board, the delegation of powers and
functions of the Central Board to such
Committees, and the conduct of
business in such Committees ;

- {j) the constitution- and management of

staff and superannuation funds for the
officers and servants of the Bank ;
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(k) the manner and form in which contraots
binding on the Bank may be executed ;

(1) the provision of an official seal of the
Bank and the manner and effect of
its use ;

(m) the manner and form in whioh the balance.
sheet of the Bank shall be drawn up, and
in which the accounts shall be main-
tained ;

(n) the remuneration of Directors of the Bank. (mm)

(0) the relations of the scheduled banks (mmm)
with the Bank and the returns to be sub-
mitled by the scheduled banks to the Bank ;

(p) the regulation ¢f clearing-houses for (mmanem)
the scheduled banks ;

(g) the circumstances in which, and the con- (»)
ditions and limitations subject to which,
the value of any lost, stolen, mutilated
or imperfect currency note of the Govern-
ment of India or bank note may be
refunded ; and

(r) generally, for the efficient conduct of the (o)
business of the Bank.

(3) Copies of all regulatiors made under this
section shall be available to the public on payment.

58. In the Indian Coinage Act, 1906, for sec- III of 1806.
; tion 11 the following seo- §3.
of%sgfdm"m of Aet III 'tion shall be substituted,
namely :— :

“11. Gold coins, coined at His Majesty’s Royal
Mint in England or at
any mint established in
pursuance of a proclama-
tion of His Majesty as a branch of His Majesty’s
Royal Mint, shall not be legal tonder in British
India in payment or on account, but such coins
shall Le received by the Reserve Bank of India at
its offices, branches and agencies in India at the
bullion value of such coins calculated at the rate
of 8-47512 grains troy of fine gold per rupee.”

59. The Indian Paper Currency Act, 1923, the 15 of 1928,
Indian Paper Currency &5
Repesls. (Amendment) Act, 1023, “ipgg. °F
the Indian Paper Currency (Amendment) Act,
1925, and the Currency Act, 1927, are hereby IT of 1926.
repealed. IV of 1927,

Demonetisation of sove.
reign and half-sovereign.
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THE FIRST SCHEDULE.
(See section 4.)
"AREAS SERVED BY THE VARIOUS SHARE REGISTERS.
I. The WESTERN AREA, served by the BOMBAY Register, shall consist of—
the Bombay Presidency including Sind, the Central Provinces, Berar, Hyderabad, Baroda, Khairpur
the %'Vestem Indyia Stat::,ngha Central India States (including Makrai but exolu: Rewah and'
other States of Bundelkhand and Baghelkhand), the Gujerat States, Kolhapur the Deccan
Smm'
II, The EASTERN AREA, served by the CALCUTTA Register, shall consist of — .
the Bengal Presidency, Bihar and Orisss, Assam, Sikkim, Manipur, Coooh-Behar, Tripura, the Eastern
States, Rewah and other States of Bundelkhand and Baghelkhand, and the Khasi States.
III. The NORTHERN AREA, served by the DELHI Register, shall consist of —
the United Provinoes, Delhi, the Punjab, the North-West Frontier Province, Ajmer-Merwara, Balu-
chistan, Kashmir, the Punjab States excluding Khairpur, the Simla Hill States, Dujans,.
Pataudi, Kalsia, Rampur, Tehri-Garhwal, Benares, the Rajputana States including Palanpur-
and Danta, Gwalior, Khaniadhana, Kalat, Las Bela, Hunza, Nagir, Amb, Chitral, , Ph
and Swat. ,
IV. The SOUTHERN AREA, served by the MADRAS Register, shall consist of—
the Madras Presidency, Coorg, Mysore and the Madras States.
V. The BURMA AREA, served by the RANGOON Register, shall consist of—
Burma, the Andaman and Nicobar Islands, Bawlake, Kantarawadi, and Kyebogyi.

THE SECOND SCHEDULE.

[See section 42 and section 2 (e).]
SoHEDULED BANKS.

Ajodhia Bank, Fyzabad. Jalpaiguri Banking and Trading Corporation.
Allahabad Bank, Karnani Industrial Bank.
American Express Company Incorporated. * * *
Banco Nacional Ultramarino, Lloyds Bank.
Bangalore Bank., . . .
Bank of Baroda, Mercantile Bank of India.
Bank of Behar. Mitsui Bank, Bombay.
Bank of Chettinad, Madras. Muffassil Bank, Gorakhpur,
Bank of Hindustan, Madras, * * *
Bank of India, Bombay. by e *
i * . National Bank of India.
Bank of Mysore. National City Bank of New York.
Bank of Taiwan. Nederlandsche Indische Handels-bank.
Bonk of Upper Burma. Nederlandsche Handel-Maatsohappij.
b . * Nedungadi Bank, Calicut.
Benares Bank. Oundh Commercial Bank.
Bengal Ceniral Bank. . Peoples’ Bank of Northern India.
'Y . - L] * *
Bhagwan Das & Co., Dehra Dun. P. and O. Banking Corporation.
. » . . * .
* * . Punjab and Sind Bank, Amritsar.
Canara Bank. Punjab Co-operative Bank, Amritsar.
* * * Punjab National Bank, Lahore,
Central Bank of India. . b .
Chartored Bank of India, Australia and China. * * .
. . . * . *
. * . Simla Banking and Industrial Company.
Comptoir National d’Escompte de Paris, * * *
Eastern Bauk. * * .
* * * Thomas Cook & Sons.
Grindlay and Company. . * *
Hongxong and Shanghai Banking Corporation. Travancore National Bank, Tiruvalla.
Imperial Bank of India. Union Bank of India, Bombay.
Imperial Bank of Persia. U. Rai Gyaw Thoo and Co., Akyab,
Indian Bapk, Madras. ' Yokohama Specie Bank.

Industrial Bank of Western India, Ahmadabad.
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THE THIRD §CHEDULE.
(See section 45.)
Provisions to be contained in the agreement b.tween the Reserve Bank of India and the Imperial Bank of Indsa.

1. The Imperial Bank of India shall be the sole agent of the Reserve Bank of India at all places in
British India where *  *  * there is a branch of the Imperial Bank of India which was in eristence
at the commencement of the Reserve Bank of India Act, 1933, and there is no bragch of the Banking Depart-
ment of the Reserve Bank of India.

2. In consideration of the performance a! the places referred to in clause I by the Imperial Bank of
India on behalf of the Reserve Bank of India of the functions whivh the Imperial Bank of India was per-
forming on behalf of the Governor General in Council * _ * _ * heforg the coming into force of the
Reserve Bank of India Act, 1933, the Reserve Bank of India shall pay to the Imperial Bank of India as
remuncration a sum which shall be for the first ten years during which this agreement 43 in force a commission
calculated at one-sizteenth of one per cent. on the first 250 crores and one thirty-second of one per cent. on the
remainder of the total of the receipts and disbursements dealt with annually on account of Government
‘by the Imperial Bank of India on behalf of the Reserve Bank of India. At the close of the said ten years
the remuneration to be lf)aid by the Rescrve Bank of India to the Imperial Bank of India for the performance
of these functions shall be revised and the remuneration for the easuing five years shull be determined on the
basis of the actual cost to the Imperial Bank of India, as ascertained by exper. accounting investiga.ion, of per-
Jorming the said functions. The remuneration so determined shall thereafter be subject to revision in like manner
-at the end of each period of five years so long as this agreement remasins in force. If any dispute arises belween
the Resarve Bank of India and the Imperial Bank of India as to the amount of the said remuneration the maiter
shall be referred for final decision to the Governor General in Council who may require from the Imperial
Bank such information and may order such accounting snvestigation as he thinks fit.

3. In consideration of the maintenance by the Imperial Bank of India of branches not less in number
than those existing at the commencement of the Reserve Bank of India Act, 1933, the Reserve Bank of
India shall, untsl the expiry of fifteen years from the coming tnto force of this ugreement, make to the Imperial
Bank of India the fgllouging payments, namely :—

(a) during the first five years of this agreement—nine lakhs of rupees per annum ;
(b) during the next five years of the agreemeni—six lakhs of rupees per annum ; and

(¢) during the next five years of the agreement—four lakhs of rupees per annum ; *
() * * ' * L . ]

4. The Imperial Bank of India shall not without the approval of the Reserve Bank of India open
any branch in substitution for & branch existing at the time this. agreement comes into force.

THE FOURTH SCHEDULE. *

(See section 47.)
Scale of ddditional dividend payable to shareholders.
A. If the maximum rate of dividend fixed under section 47 is five per centum and so long as the share
" oapital of the Bank is five crores of rurees—
(1) if the surplus does not exceed four crores of rupees—NVil ;
(2) if the surplus exceeds four crores of rupees—

(a) out of such excess up to the first one and a half crores of rupees—a fraction equal to one-
sixtieth ;

(b) out of each successive additional excess up to one and a half crores of rupees—one-half of the
" fraction payable out of the next previous one and a half orores of excess :

Provided that the additional dividend shall be a multiple of one-eighth of one per cent. on the share
capital, the amount of the surplus allocated thereto being rounded up or down to the nearest one-eighth of

one per cent. on the share capital.

B. If the maximum rate of dividend fixed under section 47 is below five per centum, the said fraction
of one-sixtieth shall be increased in the ratio of tho difference between six and the fixed rate to unity.

C. When the original share capital of the Bank has been increased or reduced, the said fraction of
one-sixtieth shall be increased or diminished in proportion to the inarease or reduction of the share
capital.

M LAD
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THE FIFTH SCHEDULE.
(See section 63.)
ReSeRVE BaANK oF INDIA.

An Account pursuant to the Reserve Bank of India Act, 1933, for the week ending on the dayof .

IssuE DEPARTMENT,
Liabilities. Assets.
Rs. Ra.
A. Gold ooin and bullion—
(@) heldin India . . . . .
(5) held outside India . . . .
Sterling Becurities * * ¢ . . .

Totalof A . .

Bank Notes held in the Banking D-pu-hncnt
Bank Notes in circulation .

Total Bank Notes issued . . .
Government of India Notes in circulation .

*» ® o o

B. Rupee coin . . .
Government of India rupeo -scurltiu . .
Int:rmml bills of exchange and other commer.

paper . . . . . .
Total Liabilities . Total Assots .
Ratio of total of A to liabilities per cent.
Dated the day of 19 .
BAKKING DEPARTMENT,
Liabilsties. Assets.
Rs. Res.
Capital pald up . . . . . . Notes . . . . . . . .
Reserve Fund - . - - o . Bup“ coin . . . . . - .
Deposits— Subsidiary coin . . . . .
(a) Government - . . . o Bills discounted—
(b) Banks ® ° . ° . ° (a) Internal . . . . ° .
(0) Others - . . . . . (b) External . . .
Bilis payable . . . . . . (¢) Government of India Trenury Bills
Other liabilities ° ° . . . o Balances beld abroad . . ° .

Loans and advances to the Government .
Other loans and advanoes o . .
Investments . . . . . .
Other ageets . . . . .

® e e © 9 o e o

|

Datoed the day of 19 ¢




GOVERNMENT OF INDIA.

LEGISLATIVE ASSEMRLY
DEPARTMENT.

Beport of the Joint Committee on
the Bill to constitute a Reserve
Bank of India, with the Bill as
amended, ‘
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