
LEGISLATIVB ASSEMBLY. 

WE the undersigned, members of the Joint' 
Com';'ittee to whit:b. the Bill to conBtit.ute a 
R.Bery. Bank of India waa referred. have can· 
sidered the Bill and ha"e now the honour to 
submit this our Report, with the Bill as amend. 
pd by uo annrxed thereto. 

2. We "flit IWIt in Shula on tbe 19th Septem- ' 
ber, 11lSll, to alec. QUJ' Chairman and Rettie 
some preliminary point, of procedure. We then 
met in NeW DeJ,hi and ... t continu$usly from the 
28rd October until the 16th November, 11);18. We 
f!xamined fl' number of witne~8ea and we take 
tbis opportunity of thanking them for the readi-

. ne •• with wbich they .oeepted OUl' invit.tiolland 
undertook long iourneys at sbort notice to 

. owear before uo. Their evid·moe h .. s been ot 
very great help to us and h •• enabled u~ to 
9uggest a large nUl,llber of amendments -ill the 
Bill which we hOl" will ensure the smooth work
ing of the new Bank, ond prove beneficial to 
t·he general interests of the country. 

8. We deal below with the' Bill clau.e by 
olau.e refe"ring to each clauae by ita original 
number. In the Bill, however, we have 
renumbered the' "I.uses and, for convenience. 
the original numbering b ... been reprodueed in 
the margin of the Bill as now printed. 

P,eambl •. -We· bave made a verbal alteration 
to indicate mor~ definitely wh .. t we consider to 
he the m8in purposes of the Bill. 

Cla·u.6 I.-Although we agree thl\~ no .pecific 
d"t& can be in.erted for setting up the Bank, we 
de.ire to represent strongly to the Government 
thnt the Bank should be set up with' an PPs.sible 
.peed_ 

We have subotituted the worda "Tbis Act" 
for "Chapter IU" in Bub-clnuse (4) bec811se we 
do not .ee any reas"n why the other Chapters 
of the Bill .hould be treated differently from 
Chapter m. . 

CIa v.. S, .ub-clau.. (b).-W. consider.ll 
whether it W.I nece •• ary to frame a more com
prehensive definition of "bSllk note" but decided 
that this was urinecess.r;v Rnd that the d.fini~on 
might, be omitted. 

Sub-da .... (d).-"'We are of opinion that in
vestment. of external aeaets shOUld be confined 
to Government securities of the United Kingdom 
and that purchase. of foreign cuttency should 
he restricted to .terling. We have modified 
rlnu .... 17 and 88 accordingly. The definition oi 
.terling standard cOllntri"" therefore b~co!".s 
unnecessary, 

Sub_rIa .... (o).-We have altered the defini. 
tion of "provincial eo·operative baak" because 
Hie wording of the original B ill would not have 
oove .... d the .pecial conditions 88 regards cn
ep.r~ve hank. in the United Provinc.s. 

Clau •• 4, -.uh-.I4 .. o. (1).-In order to ensure 
that the aharea of the R •• erve Bank shall b. 
"'idely beld' we leap'nm.nd 'hat the nominal 
vruue of .aell .hare should be reduced from 
R.. 500 to R&. 100. 

Sub-cla .... (2).-It W88 represented to us that 
share. should, not be allowetl to be- transferred 
from olle register to anotber becau.e this might 
lead to certain registers being denuded ot 

,. large number of .hares. thus leaving the 
holders of a compara.tively small 'llumber of 
.hareR to elect repre.entative~ to the Local 
Board' and tbereby to· the Central Board.., We 
have come to the conclusion tha~ tbe advantage. 
of free marketability are 80 great that transfer. 
from one register to another should be freely 
allowed. We further consider that a ocntin
gency Bucb 88 that referred to is extremely un
likely to arise and that a ma.iority of thl! .bare. 
of the Reserve Bank when once allotted will be 
f1rlllly beld IWl " lock up in.vestment by tho 
originoJ. h"lders.. 11, contrary to our expect ... 
tions, it ,is foundthnt ODe zegieter ill acolllllulMing 
0, large number of .hare. while auother is being 
denuded by a really substantial percentage, tha 
Government should conaide. ~e qu ... tion of 
bringing forward suitable amending legislation 
in ordel', to rectify the J'l'sition. . -, 

Sub-clau •• (3).-A,s regards the provision. at 
this sub-clause, while We are pr.p .... ed to uccord 
full equality of treatment to Unitad Kingdom 
British subjects so long as they are normn.lly 

. resident in Indis on the ground that the United 
Kingdom Governlllen~ gives the .sme reciprocal 
treatment to ~nd18nl,l re$~deqt there, ~h~ ca&e i.B 
different .s regar4& those Dpminions which in 
various ways eppIY diecriminatoryprovisions to 
the Indian subjects pf His Maje.ty. We fe~ 
that every Occasion .hould be taken to as.e.rt the 
principle that, the citizen., of. such Dominions 
should not be allowed equal privilege. in Indi~ 
so long as their Governments J;llaintllm any 
measure 01 discrhnination against Indians, and 
we have take!, th~ opportunity of this particular 
Bill to give' effect to this principle by recom
mending changes \,n sub-c.lans ... (3) (b) and (3)(c). 

;11' . 

Sub-c1au .. (3) (c).=-As regards t.bia ~~b-ell\u.e, 
it has also been brought to our notice that tbe 
limitations on sbare-holding provided lor in sub
clauses (3) (a) a.nd (3) (b) might be defeated if 
subjects of s. foreign country or of " British 
Dominion which h ... discriminated against Indil! 
were to form themselves intO " limited company 
for the purpose of holding .h"res in the Reserve 
Bank, imd we therefore considered whether some 
provision should be inserted to the effect that 
a cODlpany registere!! under ~e lndian Com
panies A.ct, 1918, should only be alloweli to bold 
shares if a majority of the shareholders consisted 
of person. quaJified \,\!lde, sub-clauses (3) (II\' 
and (3) (b). It appeared to us on fu~er ex
amination, however, that any· suoh provision 
would be extr~mely difficult to enforce ill prac
t.ice owing to the constant variations wbich 
'\"Quid be possible ill the shareholders of any 
oompany. On the other hand, the alternative of 
excluding compallies not registered in India alto
ge'her would go too far, for there are many pri
vate and publio companies formed for the 
purposes of investment wbich might hold sha_ 
ill the Reserve Bank. We have not therefore 
proposed the introduotiOfl of any restriction, but 



we recommend that the Government and the 
Central Board of the Reserve Bank should 
watch ""refully for any "i~s of evasion 
orthe purposes of sub-clauses (3) (a) and (.~) (~) . 
by the formation oC companies by persons 
disqualified from holding shares. If any such 
abuse Were to attain serious dimensions we think 
that the Government should ~onsider amending 
legislation. 

Sub-claus. (4).-Wp. have recommended the 
deletion of the discretionary pow~ proposed to 
be veoted in the Cent·ral Board to decline without 
giving any reasonR to allot shares to any appli
cant or to register any transfer of shares. 

Sub-clau8e8 (5) and (6).-We conijider that if 
1 he scheme for the election of Directors to the 
Roard. of the Reserve Bank is to work sntis
factorily the provis., to sub-olause (5) should be 
deleted nnd that s"b·claus.. (6) shonld be 
.ume,?ded in the manner suggested by UB 80 as to 
restrIct the sale bv the Governor GenerBI in 
Council of unallotted shares only to residents of 
the arMS concerned. except as regards a Pllrt of 
the llnallotted shares from the Delhi area which 
We have treated as a specil1l case. 

We have carefully 'considered the manner of 
allotment of shares in order to secure as wide 
a distribution of",otin!! rights as possible and to 
nrovide foir facilities for investment by the I~ss 
wealthy classes. In view of the' reduct,ion 
which we have recommended in the nominal 
"nlue of each share we propose that fi:"e sbares 
should carry one vote. In aUoting- the share, 
aRsil!Ded to'8 register the Central Board should 
therefore in the fir.t -instance aUot five shares 
to each qualified applicant who has applied for 
five or more shares. Of the remainin!! unallot
ted share •. sbares up to tbe amount of one-haH 
of the balance should he allotted to applicants 
for less than five share.. The balance still 
rpmainirg should be allotted to applicant, 
for more than five shares, the distribution bein!! 
so made as to ·secure the widest dmtribution of 
yoting rights. 

In order to avoid any possibilitv of difficultv 
for the Directors elected to tbe Board. of the. 
Reserve Bank to acquire the prescribed nu.nber 
of qul1lifying shares, we 'reconi'T1end that a suff·
~ient number of sha ... should be reserved bv 
Government to be available for purchase by th~ 
Directors and members of I.o~al 'Boards at Pill', 
nnd that these purchasers sho'lld give an OptiOIl 
to Government to r~purchase such shares at par 
when they retire. 

We attach great importance to .pcuring that as 
large a proportion of the population of India "" 
nossible shall become shareholders of "the 
Reserve Bank and therebv take an interest In 

its efficient working. We therefore recommend 
that ·the widest publicity should be given to the 
pro~pectus of the issue of the Reserve Bani, 
shores and that facilities for applications to in
yestors should he given through Government 
PORt offices and treasuries. 

Sub-claus. (5).-We have coma to the con
clusion that a more equitable distrihution of 
the original capital· having 'regard to the 
population of the areas concerned be made in 
\ he following ml\nner:......, 

I 

Bombay register-l40 laJdw; 
Calcutta regist .. r-l45 lakha; 
Delhi register-liS Iakha; 
Madras regist8r-70 lakh.; 
Rangoon register-80 lakh.; 

We have suitahly amended thia suh-clau ... 
Sub-clau" (6).-We bve split up thiB Bub 

clause into ... number of sub-'Clauses. Th~ 
original l\JTangement seemed unwieldy. 

CI,,,,,. 5.-It was originaUy provided in the 
Bill that any additional shares created sh ,uld he 
BSsi!(ned to the various registers in any manner 
flxed by the Cent,raJ Board with the previOIlB 
'Mlction of the Governor General in Council 
and that the Intter should also determine the 
manner in which stloh additional capital should 
he allotted to the various areM. We have rs
commended that the dist.ribution should be in 
the same proportions 8S fixed for the origipal 
.hltre capital. . 

J n view of the liability that would be placed 
on the Government by any increase in the .hara 
copital of the BanI,< we consider that tbe pre· 
vious approval of the Central Legislature should 
be obtained to any increase in the .hare capital. 

We have also made certain minor conA.-
quentiaJ amendments in this clause. . 

Clause B.-It was sug!(ested to u~ that 
hronches of the Reserve Bank should ba ..,pened 
at Lahore, Cawnpore and Karachi. The prin
cipal reaSon for this suggestion WBS that tho 
hanks and the public at those places would not 
olherwise get the Same facilities as would b. 
available at place. where there were offic ... anel 
branches of the Reserve Bank. We wish to 
emph8siso that at places where it has no hranch 
lhe Reserve Bank must. through its agencies. 
provide facilities afthe Bame adequacy as are 
available at places where it has oflices or 
hranches. We do not desire to fetter the dis
cretion of the Reserve Bank in regard to the 
opening of branches as it should be guided in 
this mstter by practical experience. We. 
however, recommend that in the Agreement 
hetween the Reserve Bank and the Imperial 
Rank of India it should be made clear that the 
former is not prevented by that Agreement from 
opening a br.,nch anywhere if it considers thi. 
necesaary or desirable. 

We considered in this conneetion whet.hor it 
would be proper to place a ,tatutory obli~ation 
on the Reserve Rank to open a branch il) 
London. We have noted that the present ten
dency among the Centrl1l Banks of the world 
is not to estahlish branches outside their own 
conntries but to emplov other Central Ranks 
no their agents at forei~ centres. Whi1~ we 
should he Ilnwillinp: to mllke any recommcnda· 
tio1l' which could be construed as a failure to 
Rppreeiate the importance of international co
operation h&tween the Central Ranks of vanllua 
conn tries. we cannot aceept the 'view that th'e 
practice Ilf other countries affords an exB<1 
parallel to the particular case of India a. r"l1ard. 
renresentation in London. We thereforA 
think that the Board should have Hb.olut~ 
discretinn to open a brAnch in London and w~ 
recommond that the provision requiring n,P. prior 
nospnt of the Governor Opner,,1 in Cnuneil .houl~ 
ho deleted. 



We recommend th .. t, as in the case of the 
Imperia.l Bank, the Head Office of the BIODk 
sbould be migratory, as we consider that other
wise there might be BOme risk of failure to 
secure evenly ba.lanced consideration of the 
varying interesta of different parta of the Indian 
continent. We h .. ve therefore amended the 
cl .. u8e to provide that there shall be offices in 
Bombay, C .. lcutta, Delhi, Madras and Rangoon 
and have left. it to the di80retion of the Centra! 
Boord how they should move their headqu.rters 
between them. 

Clau •• 7.-We have made a small drafting 
umendment to bring out more cle .... ly the inten
tion of this clause. 

Clau .. ~, sub-clau •• ti) (ai.-We consider th.t 
one of the most vital point. affecting the 
Bucce.sful operation of the lilODk will he the 
per.onality and. quo.!iticatlon. of the Uovemor. 
u is in our view ebsential that. he shaul.! be " 
wall who will command the conlidence of the 
publio generally and particularly of banking"nnd 
commercial circles, so that the policy "f tile 
liank which wi!,! largely depend on hi. guidanCe, 
may be accepted 8.8 authoritative. .Vi u do not 
consider that thes. conditions will be fulfilled 
unlosa he ia a man who has e.tablished .. po.i
tion in the busine.s world and we have therefore 
l'Ccommended the insertion of -.a pfovlsion ill 
... new sub-clau.e (2), to cover appointment. 
made both under clause 8 and olaus. 15, 
that he must be a man "of te.ted blODk
ing experience covering a period of nt least 
five years". We have given full consideration 
to the argument. put forw .... d by the uilveru
ment membe .. who. while not differing from our 
general appreciation of -the po.ition Btl stated 
above, have warned u. that the actua.! definition 
·of the qualitic .. tions which we have recommended 
may, on the one hand, prove ineftecth". for 
e~oluding unsuitable appointments, and, on the 
other hand, prove unduly hampering to the 
discretion of the appointing authorities and by 
their very rigidity exolude .. man who might be 
exaotly fitted £Or the post. They have pointed 
out to us that commeroial banking expel"ience is 
not neces.arily an adequate 9.ualitication f'lr the 
he .. d of a Centra.! Bank, and that receat 
experience of other .countrie. ..fiord. many 
examples of extremely Sucoessful "ppolnt.Jnents 
of men who would have been excluded by the 
word. of our proviso. While recognising the 
foroe of these arguments, We think it nece .... ry 
definitely to provide in the statute for the exclu
eion of certain types of appointment which We 
should oonsider undesirable, and we are p"e
pa~ed ~ face the necessity for amending legis
lation ID the event of our words proving in 
pr .. ctice to be unduly hampering. 
. ~ e do not. tl~ it neoessary to impose any 

s"nilar restrictIOn on the selection. of the 
D~puty Governor because thesa appointments 
WIll ~lfcrd a s~itable opportunity for giving 
pract.cal banking experience to men who .... e 
otherwise well qualified. . 

We coneidar that the responsibilities f .. lling 
00 the ohief. executive officera of the Bank will 
be such that it will from' the very outset be 
nece .. ary that there should be two Deputy 
Governors and we have amended this ol .. use 80 

ns to make .their appointment obligatory. 
Many of us WIshed to add a provieion M,at of 
the thIee higheat poat. thua oreated (~iJJ., ~ .. 

I 
Governor and two Deputy Governors). one at 
least should be an Indian_ We have, however, 
been informed that the offiCial mem\lers in 
uharge of the .liill arc prepa<ed to give a definite 
aseurance in the Ltgislature that the Govem
ment will take account of our representations 
and tIIat it will be it. policy in making the first 
.ppointments and thereafter that at least one 
of the three shall be II qualified Jndiau. We 
ore satisfied with this as.urance. 

We wish to make it cle .... that we .. ccept the 
proposal. of this clause as regard. the appoint
ment of the Governor and ;Qeputy Governors 
on the understanding that there must be prio.· 
consultation between the Uoveruor General in 
Council and the Central Board before any re
r.ommendation is made-in short that the prac
tice hitherto followed in the case of the 
uppointment of the Managing Governor. of the 
Imperial liank, to which an exactly simijar 
.tatutory provi.ion h... applied; should be 
observed.' . 

Sub-da.a. (1) \b).-\Ve collsid.red wAlether 
~ny addition would be made to· this sub-clau.e 
in the form of a direction to the Uoyarnor 
Ueneral in Council as to the manner in whi~h 
he should exercise his power of nommution. 
We have beell 8Osw'ed tllat it is intended that 
this power .hall be used to ensw·. that terri
torial or economic intere.ts which have not 
secured adequate representation in'the electiona 
.hall have such inadequacy corrected by this 
means. yve do not con.ider it .. ppi"Opriute to 
embody m the .tatute any .pecific plOvision 
fa.· the fulfilment of {this intention but we 
consider that in the instrument of ~structions 
teo the Gove~nor. General a passage shQuld be 
mserted ~al,,~g .t clear that this power should 
be exerCl.ed m the general manner indicated 
ahove and in particular to Secure adequate 
representation of the interests of ~griculture 
and co-oper .. tive blODking if these intere.ts had 
not secured such representation among the 
elected directors. 

Sub-clau •• (2).,--We 'have made an alteration 
in the wording here. In view of the Govern
ment 's interes~ in the ~ancial earning. c,l the 
~ank ."We conSIder that .t should have " voice 
In fiXIng the salaries paid to the chief execu-
tive officers. . 
. Sub-claus. (4).-We recommend that u~mi
~ated pjreetors should hold office for five yean! 
In t!>e same wa>: as ele~ted Directors. We 
co~s.der that the previ.ion in its original form 
m.ght tend to fettar their independence of 
judgment. We . haVe proposed an amendment 
for ·the same pUrpose in cl .. use H. 

Clau •• 9, .ub-clau •• (l)"(b).-We have filled in 
an obviou~ lacuna in this sub-clau.e and in the 
~e~ proVISO. which we have 3dded, we haye 
~dlCBted clenrly for the guidaIlce of the 
Cent"a! .Bo~rd, the object with which the power 
of nommatlng three members to each local 
board bas been cOllf.f1·.d on that bc.dy. 

. Sub-clause (2).-We liave reduced the vruue of 
n voting qualification from two .hares of Re. 500 
each to fin shares of Re_ 100 each. 

We have inoluded a provision for "the ex:erciliA 
of shBreholders'. vote. by prexy which is un: 
doubtedlr n?cessnry. We have. how.ver, 
thought .t deslTable to include cert~in limit .. tioDs 
.. to ~e persona who may hold p~ea for thi. 



i>u~pose. and also to inmxiuce _"ord. whioh 
will tnake it olear that a ahoreholder should not 
be "lIewed to give a '!enorm proxy' and that' 
')lrosielJ should 'Dot be accepted if made out 
under .. 'general power of attorney, 

Sub-clau ••• (4) and (4A).-We consider it 
es.ential for the coDvenience of the shareholders 
that the Bank should give adequate notice of 
elections to the local boanls and publish a list of 
shareholders which should be available 011 

purchase. For the latter purpose the Bank 
mll,llt have power to suspehd lhe .egistration "f 
l1'snsfers 'for Itt reasonable peritod. preCt'ding :he 
election. We have made "mendment. to give 
"ffect to theBe purpose. 

The other JIlDendments Eutl'g~sted by Us in tbi. 
"Iaus. are of .. drafting nature only. 

Clause 10. sub-clause (1).-We have omitted 
tiel·tain \Vords in sUb-clause (1) (a) and .leleted 
8ub-clause(1) (b) which appeared to us k> be 
nonecenary lis the qualifications are sufficiently 
defined by sub-clause (1) (a)_ 

Sub-dau •• (2).-We have added in this ."u
clause certain a4ditional di.qualilicationa tuk~n 
from the Indian Companies Act wbicb .eem to 
u. to be necesaary. 

iWe ·have 'omitted the proviso to this sub
cllluse 8S we considered that the objections to 
o State offioial being appoiltted would be no less 
,than to any other Govemmentoffic;al. 

Sub-clauB. (2A).~We pave proposed the 
inseltion of' a new sub-clause on the line. of 
'n -simnar :provision in -the Imperial BIWk <If 
Indi .. Act. I 

We 'have also -suggested in this clau.e certuin 
I!llnor ameodment~ of' a drafting h~ture. 

Cia .... 11, sub-clau •• (I).-}·or!.he purpose 
explained in our note on CJlause 8 (4) we bave 
ainended the proviso to thia olause so as to 
pr~'ce 'nominated directors on the same footing 
as elected directors. 

Sub-clauBe (.e),-We have reduced the vaJue 
of qualifying shar.sfrom Ro_ 10.000 to lW. 5,000. 
We consider the smaller figure adequate. 

We have added a'provision at the end of this 
Bub-olause ·for the vooationof offieein the case 
of continued absence. 11; is of the highest 
importance that Directors and Members of Local 
Boards of the Reserve Bank, should be ready 
to give adequate attention to ,their responsibili_ 
ties. , 

Sub-claus. (3).-,-We hl\ve altered the wOlding 
of this sub~olauaeso IlB to make the provi6ion 
mandatory instead "f discrettonary. We ·have 
also deleted as wmecessary certain words in 
-this Bub-climse regulating' the period within 
which 'directors should be required to acquire 
the' prescribed number of qualifying shores 116 

the Mdition which we have suggested in neW 
,dlause 4 (8) should obviate any difficulty. 

Sub-cl ...... (3A).~We have inserted a nE'" 
sub-clause (3A); we feel that in the intere6u, or 

\thelJllnk a 'provision on these lines is deairable, 
Sub-clau.. ,(4).-We have increased the 

period within which a member of the Legislature 
must demit office. To ~limit this to one lUouth 

'wquld, in our opinion, pl'~Hent ·prH,~t.~oa-l iiiffi~ 
Ilulties. 

Cla .... 12, ... b-cw" .. (JI_-We think' Ill. 
the initiatiw intbia IUntter abould come f"'-'j 
the Central Board. We bave amend8d ~, 
sub-clause accordingly. . 

Sub-cIa..... (3) and (")_-\\"e have r. 
arranged the pru\-isions III these sub-clause. " 
it did not appeor to Ua lbat in their oriKiDl 
form ~hey provld~d pruperly for muintainiull U 

all times the representative nature of til 
.looted members ul the Centrlll Buard_ Tb 
effect of our proptoS81s i. t!Jot a •• canoy of a 
elected member in the Central Board will II 
filled in the follcwing manner: lint an elactio 
to fill his vucuncy in hia Local BORrd and the 
nn election by the newly completed locnl boar 
to 611 the vAcaucy in the Centrol Roard, I 
the CMe of a vacancy of nn elected member ( 
a Locol Boord who 1a not alllO a member of th 
Central Board we consider that it wouM Ruffic 
for s,;ch a vaconoy to be filled bv co-optio 
until Buch time as the l'Ol'al Board is calle 
upon to fulfil ita function of electing a membi 
to the Central Board. Before that ia done. th 
co-opted member should he replooed by n 
elected member. 

Clau •• 13 .... ,b-clau .. (1),-We IlBve made 0 

amendment consequent,inl to Our omendmel: 
01 clause 6.-1 

Sub-clau •• (IA).-We tbink that prov'~lo 
should be made so aa to enable any thro 
Directors to convene t> m~eting of the Centr. 
Board. ,We have added thia new sub-claus 
aocordingly. 

We considel'ed whether it was l,eC~Ssary t 
provide what should he " quorum for " Dire, 
tors' meeting. but have al!1"eed that this matI< 
should properly be governe<l by regulations t 
be made under clause 52. 

ClaWl,· 14.-\Ve have mude a consequenti, 
IImendment corresponding to 0Ul' amendment ( 
clause 6. We bave followed the procedure , 
the Imperial Bank of India. 

Ulaus. 15 • • ub_clau ... (.1) and (ol).-We ha~ 
redrafted these sub-clauses on linea which " 
consider to be a· distinct improvement on til 
original draft of these sub-clauses. by providit1 
both for a more even 1I0w of replacement. an 
~r a quicker replacement of nominated by 
elected direct' .... 

As regards the g~ner,,1 purpose of thia suh
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 tbe 
voting directors as "flording a proper representa
tion of Indians, We have received an aBsuranee 
on behalf of the Government from the Govern
ment members of the Committee that the 
Governor General in Council will exercise hia 
powers 80 8S to ensure ~he proper repreaent,,
tion of Indians on the first Board. 

Clau •• 17 • • ub-clau.s (1)_-We think that it 
is desirable to make it clear that the Reserve 
Bank can' accept money on deposit from loeal 
authorities, We have amended the sub-claul. 
accordingly_ 

Bub-claw.. (2) (a).-We ha"e added the 
word "on" to enable the Bank to discouilt 
rupee import bills in the event of luch iDatro
menteeoming into existenee in the future 6' 
contemplated by the Central Rankioi Enquiry 
Committee_ 



.sub·du ••• (~) (b).-We consider that the 
period of !:fix rhonths is unduly re8trictiv~ iu 
the c ... e 01 o:gricultural bill. and, following the 
IJructice in the V nited State~ of Americu., we 
Ltuve raiSt!u the period. of six to uine DlOUthij, 

We huve also omitted the pro.-iso in the original 
cJuUJ;e lhl Leing uude~il'aule in the present con~ 
ditio,", "f India. 

Sub·clau •• (3).-W. have ,·e·an·auged thi" 
"ub·c1uus~ and divided it inOO three 
.ub·clauses 8 (a), (b) ... d (e). In sub·Clause 
(a) (ai we havo r.st.-icted the uperations at 
the 1I •• erve Bank to !reheduled banks onlY, a. 
We do not think the Hunk would normally 
require to transact such business with other 
pel'!:i01l8, while we hove separately provided in 
clauoe 18 for relaxing the restrictions in this 
Bub-clause un special occasions. 

On the otber hand in sub·ciause 3 (b) we 
have l'emo\:ed Olly restrictions 011 the persons 
with wbom the liank may deal outside Ind, .. 
in sterling bills. • : 

We have altered this sub·clause consistently 
with the recoDllUendation l'eearded in our llote 
en clou.e 2 (d) that operatious in fureign 
currency should be restricted to Rtel'ling cur
rency of the United Kingdom. 

Sub·claus. (4).-We consider that in ordinary 
circumstances dealings under this sub-c~ause 
should be restricted to bupks, public authorities 
lind Indian States. We have made provision 
in cluuse 18 for its extension where this is 
considered desirable on special occa.sions. 

Suu·cla"B. (4) (b).-We have included silver. 
Sub·elau •• (4) (cl.-We have omitted th~ 

proviso lor tlJe same reasons which led us to 
omit the proviso to sub·clause (2) (bi of this 
clause. . . 

Sub·claus. (4) (d).-We have omitted this a" 
unnecessary in consequence of the cbange 
mnde in 17 (4) (c). 

Sub·claus. (4) (.).-We have omitted the 
proviso because we conoider that there is little 
likelihood of tho bill habit developing within 
flve years to such au extent as to make it possi· 
bl. to disoontinue this practice within that tim •. 

S"b·c/a"s. (.:j).--We consider that the prv,-i. 
.ion in its original form might lead to undue 
latitude. In an extreme case ,t. would be 
permissible for Government to borrow in this 
w~y for a period of fifteen mont·hs. ·We con· 
,idel' t·b.t such advRnces should normally, ns 
'oon.s possible, be converted inOO treasury 
oiUs which should be offered on the open market 
,'ven though the Reserve }lank mny toke them 
"p .. We have therefore limited the period to 
I hree months. We bave enlarged the scoP" of 
thie clAuse 80 U8 to include advances to sunh 
Local (rtlvemments as may hav" the custody 
lmd nl6nogemeut of t hE'lil' own provinr.iul 
l"evpnues .• : 

Sub.claal' (6).-\\"e w~r. informed that bank 
post bills are not made payable elsewhere thnn 
at t,he offlOe o£ issue Rnd have amended the 
Bub·claus8 80 o.s to state t.he existing prscticu 
~orrectly . 

Sub·rI ... ,,. (n-We consider th.lt in view of 
Ihe limitation of holdings to securities of th" 
British GO\"erOluent lVid t our note on Bub-clause 
(~) ("11 this provision i. undu!:v restriotive and 
.hat the Bonk should be empowered 00 pureh.,. 
Illeb leourities up to • maturity of ten 

~'eu.rs: \Ve must make it oleur that Our 1uten
lion is -that this should be merely un enabling 
clause, uud that in pnwtice the Bunk should 
arrange for its. holding of securitj~s to be Of! 

liquid us possible. 
Sub_clauB. (8).-We "ousid.r thut the sub· 

cluuse us o~.aindlly drafted wus unduly restric
tive aud would not ulJow sufficient facilities fur 
upell market operations by the Bank. We bave 
therefore modified tbe .lmounts· in the prbviso 
but wish to make the same· point here wtuch 
we did l\"ith l'eference to sub-clause (7). namely. 
t.hat these figures are to be regarded as a 
maximum und that ill ordinllry circumstances the 
Bauk must h 'p its security holding as liquid 
us possible and operate well below these limih. 
\\" e also consiut:r that. ill ,~ie,v of recent flota.
tions by provincial Governments, there is no 
reaSon for restricting the m.aturity of securihf's 
of a Local Govel'nment to Leu ,years. As regards 
sccw'ities of Loca.l Authorities and of f:)tates in 
India we think it better thut instead of limiting 
tIiese according to their ma turity, their eligi· 
bility should be subject tv the general over· 
riding approval of tbe Government of lndh 
which would enable each particular caSe to be 
collsidered on its merits. "W"e bave amended 
the sub_clause accordingly. 

We also wish 00 provide that where a secw·ity 
is fully guaranteed both as to principal and 
interest by any authority, it shall be considet·ed 
for all purposes as the equivalent "f " security 
of such autbority. 

Sub·dauB. (9).-We have not restricted the 
operation of this sub·clauae to scbeduled hunks 
or public authorities becQuse we consider that 
tbere might be cases in wbich such restriction 
would operate inconveniently in practice. At 
the same time we wish 10 roake it clear that 
in our view tbis power should not be exercised 
by the Bank so as to ccmpete in its not·mnl 
business with the commercial business of QI,her 
bunks. It should be the duty of the Govern· 
ment to watch this and to see that the interests 
of other banks are in practice protected. 

Sub·clau .. (IJj.-We see no recason why this 
should be restricted to sterling standard 
countries. It is desirable 10 promote co~op8ra
tion between Central Banks, and We therefore 
consider that tbe Reserve Hank should be 
empowered to act as the ugent of any Central 
Buuk, and vice versa. 

Ulau •• 18.-We have added words to tbis 
clause so as 00 make it dear that although the 
l'xcrcise of these powers should not necesslll'ily 
be regarded as limited to occasions of so critical 
u nature as t-o justify their description as an 
emergency, nevertheless tbey are not 00 be 
used for the normal operations of the Hank and 
should be restricted 00 special occasions. We 
have also modified it so as to pt·cvide for the 
delegation of the powers of the Board 00 a c~m· 
mittee of the Board as well as 00 the Governor. 
We bave further !bought it desirable to make 
it clear that although in order 00 make quick 
action possible the Board may delegate its 
epecial powers under this section to a oom
mittee or to the Governor, nevertheless such 
delegat"d powers should not normaUy be 
lIt·ilised without previouB consultation witll the 
Board, and that if in cases of speCial urgency 
such previous consultation is llllPO!sible, the 
members of the Board shall be informed at onee 



i 
so that, if they think fit, they can convene u 
speoial meeting to have the policy oonsidered 
and decided. ' 

We have s.lso made amendment. conSe
quential on the limitations which we have 
sugg~sted in our amendments in sub-clause (:1) 
and sub·clause (4)0£ clause 17. 

Clause 19, .ub·olau'8 (4).-The word "unSe
cured" appears to convey very little meaning 
without qualification and we think t~lUt it 
should be omitted, thus leaving the powers to 
lnake Joans and advances exclusively regulated 
by the clausl~s which give powers in thL\l: 
respect. 

Clause. 20 "nd 2,1.-We think th.t it shouM 
be made clear that the Governor General in 
Council should have the final power of decision 
Joegarding the terms on which these transactions 
are to be carried out in the unlikely event of • 
failure to settle them by agreement. We also 
consider th",t the Agreement to be entered into 
with the, Reserve Ba.nk, in view of it.s im
I,ortance, should be laid on the table of both 
Houses. 

Clause 21, sub·ckiuse (2).-We have omitted" 
the words "in India". They appear to us to!: 
be unnecessary, because in present circumstan-' 
ces neither the Governor General nor Local

l 

Governments caD, ~s snch, :float loans outside: 
India, and, should they acquire this power in 
the future, an amendment would be necessary 1 

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 undnly 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· 
ment currency notes until the stooks are 
.exhausted. 

Clause 21-.-We •. onsider that the clause in 
its original form was unduly rigid and might 
have proved inconvenient. 

ClauBe 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 wiith the Celltral Board. We 
consider that sudden and drastic changes in 
the design and form 01 notes should not be 
ma,de. 

Clau.e 2r.-There is at present no. machinery 
for the sterilization of notes and it is unlikely 
that any will be /introduc.ed in view 01 the 
comparative simplicity of destroying notes and, 
issuing new ones· We h. ve therelore omi tted! 
the first part of this clause. I 

Claus. 28.-We have retained this clause~ 
pending examination by R small committee of.j , 
official and non·official experts, which should 
meet as soon as possible, of the whole ques.~ 
tioD of the rules regarding payment on lost,: 
stolen or mutilated or imperlect currency or 
bank notes. We may a,dd that if 0111' recom.' 
menolation that the Reserve Bank should offer 
free remittance facilities to scheduled hanks 
between'theil' brauches is accepted, the question 
of the rnles referred to above may lose mueh of 
the importance that is now attached to it. 

Clause aO,-We consider that the remeny 
pwposed in the clause in its original form was 
inappropriate. If the Bank iailed to comply 
with the requirements of Chapter III or 01 
any other provision of the' Act and if, in 
consequence, it was decided that it shonld 
forfeit the right of note issue, it is hardly 
conceivable that it ',Vonld command the confi
dence of the public to such an extent as to be 
allowed t.o reml1in in charge of the other 
functions entrusted to it by the Act. We there· 
fQ1'e 'lcqnsider thu.t in such circumstances a 
complete'reconsiderntion of the position will 
be necessary. It is not poasible to lay down 
in advance exactlv what steps will be neces· 
sary nor do we feel entitled t() assume that 
the liquidation of the Bank will necessarily and 
inevitably be the only possible course. W", 
therefore t.hink t·hat the "ight form of prevision 
is one which ,vill give- the Government power 

: to mtl·ke elnergency arrangements a.nd lay 
f upon it tho c1uty of ~onsulting the ~egislature 

I
:at the first opportumty, "fter whICh further 
iand permanent measures can be settled. We 
bave drafted the clause: aCCOrdingly. 

\Ye think iii important to l'ecOl'd our view 
that if It failure by the Bank to fulfil its obliga. 
tions under the Act i. the result of a national 
emergency 01' a crisis arising from factors over 
which the Bank had uo control, it would be 
the duty of the Government t{) USe the resour· 
ces of the State in maintaining the Bank and 
tiding over the difficulty. 

OLause 31.-We htlve inserted the words "in
cluding hundis" after' Hdl'(tftA" in the proviso' 
80 as to make the wording of the proviso con· 
form to the wording in the body of the clause. 

ClauB. 82.-The powers of a Presidency Ma· 
gistrate or a Magistrate of the first class 
to impOSe fines are lirrtitcd to a maximum of 
Ro. 1,000, "0 that the wording of the clause 
as it stoed was self·contradictory. We have 
altered it to make the menning clear. 

Clause 33, 8ub-clauses (1) and (2).-As we 
stateu in our note on clause 2, sub-clause (d), 
we consider that the fiduciary extern~1 asset, 
should be limited to securities of the United 
Kingdom. . 

S'ub-dausc (2).-Some of us have wished to 
prescribe (a) for the amount of g,)ld at present 
held by Government in its currency reserves
namely, about 44t 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 he thought right as a matt .. r of policy, at 
least in present circumstances, not to part wit·h 
any of the present stocks of gold, nevertheless 
a statutory prohibition against dealing in any 
way with any of the gold may prove Imduly 
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, 
(b) that any percentage provision is in present 
~circumstances entirely unsuitable, for it might 
force the Bank actually to buy gold at times 

rwhen such a purchase would iuvolve in any case 
la heavy book 108B (owing to the faot that gold 
lhss according to the accepted provisiona of this 



Bill to be valued at .. price which i8 about 88 
per cent. below its present market value) and 
posaibly an u1tima~ real loss. Those of U8 who 
have supported the former views are prepared 
to aceept a compromise in the form of increasing 
the minimum to 40 crores 'and thia the Govem
ment members have stated that they are pre
pared to accepi> as part of a general plan which 
i. in other respects satisfactory. 

Sub-claUBe (3).-We have omitted the words 
"drawn and" 89 a consequential n~endment to 
the amendment which we have suggested in 
17 (!/) (a). We also consider that the limitati')n 
of rupee securities might prove unduly re,tric
tive. We have therefore nltered the word 
"less" to "grenter" and have made addition.1 
provision for a further 10 crores with the permiR
oion of the Govemor General in Council. 

Sub-clauB' (6r-We have omitted sterliul( 
securit.es of the Government of India. We do 
not consider thnt these are nssr:t~ which eouId 
properly form pat't of the external fPserves, &D.d 
thero is nn n~ec1 even for t.heir temporary 
in,.lUflion 

ClaUBO 35.-We have added a proviso to mnke 
it clear thnt at the time of transfer the whole of 
Ihe gold coin and bullion held by the. Governor 
General in Council in his reserves should be 
l.rnnsferrcd to the Bank. 

GlaUBe .16.-As a result of the provisions of 
this clause which differ from those of the earlier 
Reserve Dank Bills, the Government 'Will ,he 
left in po •• ession of 6 large part of the stocks of 
silver bullion an"l rupees which it now holds. 
The policy of disposing of such silver and t.he 
melihods of accounting for it. proceeds invol,"_, 
important issues which the Legislnture should 
he given 6n opportunity to consider. We have 
dealt with this qu"stion in the finnl paragrnph 
to t.his Report. 

8ub-clallBe (l).-We have nltered 1/lOth to 
1/6th hecause we consider that, part.ioularlv in 
view of the obl~ation. whioh we are puttin~ on 
l.he Bank in clause 81l to malte. ih notes fuJlv 
convertible into l:I.i1ver fl1PPPR, .fl. propnrt,jon ~f 
1 I lOth is too low. 

Suh-clau •• (2).-For the .Rme reason we have 
altered "may" in sub-olnuse (2) to "oha11". 

We have also substituted the words "securi
t,iPB of the Brit,ish Government" fOr IIsecurit,ies 
of st.erling st,nndard countries" consistf!utlv with 
our proposal. under clause 88. -

Ola.... 87.-The small nmendme/lt in this 
c1Ruse is consequential. 

We h"ve added a proviso to ensure that the 
mini~um gold holding specified in clause 88 (2) 
shall many cose be r~t·8ined RS the last reserve. 
W Q o(lDsider that if the curr.ncv reserves had to 
he drawn upon so heavilv that thev were reduced 
to 40 crores a situation ~uld have heen created 
\1'hirh would in any eMe rrquirf' I't'(!onsideration 
"f the whole position. In t.hut event we think it 
nf the Ir·P.t~st importnnce thl\t the Bank should 
l""'sess I1t l .... t t.his minimum holdi~ of gol" 
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a. a nucleus of reserves with which to maintain 
the currency position on the new basis which 
might be settled after such reconsideration_ It 
is because we consider that a stock of gold will 
in such circumstances be the most valuable 
nucleus that we think this minimum should be 
preserved in the shape of gold rather than in 
sterling seourities. In makill«' this Ncom
mendation we do not imply that a provision of 
this nature, earmarking a certain portion of the 
currency reserves for special treatment, is 
necessarily suitable as a permanent provision, 
and we recognise that it may have Ie be recon
sidered when the occasion contemplated in the 
preamble to the Bill arises and it i. possihle to 
frame measures for establishing the InniAn 
monetary standard on n permanent basis. 

Clau .. 3B.-We have omitted the word '.'new" 
which seems irrelevant in this context .. 

Clause 39.-We consider it essential that pro
visi~n. ~hould b" made to ensurp. the legal con
vertibIlIty of th" notes of the Reserve Rank into 
.ilver rupees. Even though on theoretical 
grounds such n provision might seem undesirable 
we feel t.hat it i:; much more import,ant to ensur~ 
.that confidence in the notes of the new ;n.tilu
lion will not he endsngered. 

It is,. in our v~ew, implicit in this clltuse that 
the BRnk will crente sufficient branches, offices 
and ... geneies t.htoughout the country to enable 
it to flilfil it. obligntions to supply different forms 
of rUl1"encv se fif:t to meet, the reosOnnble needp 
of t.he public. 

Cla""B 40 and 41.-In accepting t.he provi.ions 
of. th.se clnuses we bave read them together 
w.t~ the preamble snd have accepted the con
elUSIOns of the London Committee which we 
think it advisnhle to restHtc '-

"In the, prevalent state of monetary dis
organisation thrOl~hout the world it is 
impossible to incorporate in th~ Dill 
provisions. which would nE'cessarily be 
suitable when monetary syet€lms 
generall.y have been recost and stabi
lised. In these cll'cumstnncer:; we con
Rirlf'r t1wt til£" onh sound course for 
India is tf" remain on the sterling 
standard. On this basis the exchange 
obligations incorporated in the Dill must, 
neoossRl'ily be in accord with the rupee
sterling- rotio existing at the time when 
tho Bill iB introduced. This st·atement 
noes not, however, implv any expression 
of opillion on the part of the Committee 
on the merit. or demerits of the present 
ratio. The ratio provisions in the Bill 
nre desil!'1ed Ie mnke it elear t.hat there 
~il1 n.ot be any change in t.he d. f~do 
SItuatIOn by the mere comin.<: mto 
operQtion of the Rescr"e Bar,k Act ". 

The Government melllht"'rs h6",e mnde it clear 
to U8 that theh- intention in introducing this Bill 
is merely to creote the machinery of a Central 
Bank and n(,t to ask for any speciSI confirmation 
from t.he I,egi.lature of the present ratio. We 
nrc prepaMd b accept the view thprefore that 
the ratio iss"e does not oris. in tht> present Bill. 

Cia" .. 41.-We have added the s.cond pro"iso 
with a view to protect the interests of the Bank 



· .C!~¥'e 42.~This is Ii; Wide. and very .diffioult 
cl!lUs". as, it 'covers ent~ly new ground and the 
conditions in India . are ao diverse that ilia 
provisions must be regarded as tentative and 
may. have to be modified by ~egislatio:, after 
practical experience has been gat?ed. ~ e ~ve 
h'l(kjlartieillariy in mind a certam modificatlO?,
in the "form of ail extension of the scope of thIs 
clause'1jnd . for this reason have added a new 
e1ause .49Amaking it intlumben! cn ~e Ban!< 
to submit, proposals for legislatIon ,?tb. partI-
eul-ar 'reference ,to the conditions of mdlgenous 
banking. . 

Apart from t~is, we consider that- th~- clause 
in ·ita original form would have bee~ likely ~ 
prove unduly rigid in its- opera.tIOn; an~ In 

particular that to e.alculate the !iverage holdmgs 
of the 'scheduled banks from monthly returns 
might have involved the imposition of penalties 
in all, inequitable manner. We have therefore 
substituted weekly returns based on the aot~a1 
figures of a particular working day. . We dIS
~ussed the percentages of 7~ au~, 2! with the 
banking experts. They thought that those 
proportions were too high "ut agreed that 5 Qnd 
2 would. be practicable. We . agree and have 
reduced the proportions acoordingl!. :w~ ~rther 
recommend the exclusion of certam lIabIhtIes of 
a more or less technioal character from the 
liabilities on which the minimum deposit has to 
he 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 come to the conclu
sion that the limit of 3 lakhs is too low and 
might result in the inc!us.ion of ,Petty. firms 
which do not really fall WIthin the !.ntention of 
the aection. We have therefore Increased 3 
lakh. to 5 "ikhs. We considered whether it 
would be Ilossible to include t,ogether with 
capital and reserve the amount of depo81ts as a 
criterion but came to the conclusion that they' 
are so va';able that this would be impracticable. 
In oUf' vi~w 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 sho~ld be taken' that co~panies a~e 
not included whlOh are not performmg what !s 
really banking business. This should . not be 
difficult for the Bank to decide with reference 
to each particular case, thougb it 'is difficult to 
draft a general definition of what is banking 
bumess and we have not attempted to do so .. 
It may later b. found, as 8 result of practical' 
experience, possible to incorporate such a defi
nitie'll in the statute. We ,have made conse
quential amendments in the Second Schedule 
but w.e would emphasise the isctthat 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 
inciuded in it or to any others the inclusion of 
which would seem to be indicated by lat~r 
statisticaIreturns so .. s to give them 'ample time 
to show cause if they consider that they should 
not be included. 

In connection with this clause we have also 
considered. several representations made by 
banks and other parties. One is tha.t the. re· 
payment· of these' compulsory deposits should. he 
gtlarantee'd . ,by Government. We are not 

prepared ,to recomm~d such .. provision. .1t 
was also suggested that savings bankdepoBltl; 
should lie 'rookoned as time liabilities for the 
purYKlse of tbe calculations in sub;clause .(1). 
We consider that tbe terms on which savmgs, 
banks 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 otlilies of ita 
rHVIl, it will obviously be' , nf:'cessQ.ry for the 
scheduled banks to keep accounts with the 
Reserve Bank at branches of the Imperia; Bank 
as agents for the Jleserve Bank. Balances ~eld 
on such accounts will of course be taken mto 
,\ccount in calculating the amount ~f any 

'scheduled banks' deposits with the Reserve 
Bank. 

Sub_clause (4).-We are informed that it may 
be difficult for banks in certain parts of the 
country which have branches in the interior 
having no easy communication with their head 
offices to submit the returns prescribed in this 
clause within the allotted time. We hay. 
provided that in such cases the Reserve Bank 
should have power to extend the period for the. 
suhmission of the returns. 

Cla ..... 42A.-We consider that a consoli
dated statement based on the returns collected" 
under clause 42 should be published on the 
grou'ld that they should be of interest and value 
to the public. Though the returns of individual 
banks must obviously be regarded as highly 
confidential, this' consideration does not apply 

to statistical returns compil.,d from them .n. 

To make the returns more complete for statis
tical purposes we consider that the Government 
should also furnish the Bank periodicallywitli 
figures of the amounts of' rupee coin, subsidiary 
coin and notes held at treasuries and sub-trea· 
suries. 

, 

Clau.. ,wB.-We considered _ whether 
provincial co-operative banks .should be included 
in the Schedule, but came to the conclusion jha,t 
though tbere may be considerable advantages 
in such a course, the time is not yet rip~ for it .. 
We consider, however, that' if co-operative 
banks are to be given the fauilities indicated in 
clause 17, they should submit the same returns' 
.. s those prescribed.for scheduled banks so as to 
enable the Reserve Bank to see that they are 
maintaining a satisfactory position. 

Claus. 4,8 and the Third Schedule.-W!, have 
given very careful consHeration, after discus
sion "ith the representatives of the Imperial 
Bank and other bankers, to the various issues 
i.nvolved in the Agreement to be entered into 
between the Reserve Bank and the Imperial 
Bank of India. We think it necessary to .record 
our "dews under the following three majn 
headings:-

(a) Remuneration fOT h"'''Uing Gov'm"Jt~nt 
.1ccount.-On the basis 'Jl the figures supplIed 
to us we have reached theoonclusion that the 
terms suggested are reasonable and represent no 
more than is necessary barely to COver the actual 
cost incurred by the Imperial 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 Imperial Bank and accepted by 
the Finance Department after careful examin
ation of the method of di.tribution of over-head 
ch .... ge.. We think, however, that it would be 
s8ti.factory to the Legi.lature that the baBis on 
which the co.ts have been calculated .hould be 
independently examined by the Auditor General 
and that a report by him .hould be pre.ented by 
the Government when these provi.ions of the 
Bill are under di.cussion indicating whether in 
his ,~ew the basis on which the costs have been 
calculated is rea.onable and the result. of the 
"alculation. correct. • 

(b) Comp .... atwn for II,. k.eping open "I 
branch ••. -We consider thst the method pro
posed in the Schedule of keeping specified 
minimum balances with these branches either 
ftee of interest or at concessionsl fates is not a 
satisfactory method for fixing compensation 
IInder this head, for the value of such balances 
must vary greatly according to the rates obtain
able for t.he use of money. It appears to us 
much more satisfactory that a definite annual 
payment should be made, based on the 1088es 
.. ctua1ly incurred. At the same time it would 
not be justifiable to set~e this compensation for 
a long period on the basis of present results 
becuuse 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 fi gures 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 oalculations should be made by the 
Auditor General and· included in the report 
already referred to. 

(e) Period of agrcnment.-We have taken into 
aooount the faot that as the compensation for 
maintaining the unremunerative branches would 
terminate aftcr 15 years, there would be some 
advantage to the public in continuing the Agree. 
ment beyond 15 years 80 as to prolong the period 
during which the Imperial Bank remains unde,' 
an ohligation not to close any of these branches. 
0" the other hand, we consider, first, that a 
period of 25 years is in any case too long for n 
oommitment of this important nature and, 
secondly, that inasmuch as the commission 
puyable for handling Goverument Account is 
intended to be based on the actual cost of the 
services rendered, the rate 01 commission should 
be open to recaloulation at a comparatively earlv 
~ate. 'faking all the foregoing consideration"s 
mto account, we reoommend that the .~greement 
sbould run for 15 years subject to termination 
on 5 years' notice giveJl at any time after that 
period, and that the commission payable for 
handling the Government Account should be 
reviewed at the end of ten years and thereafter 
at five· yearly . intervals. It should be made 
clear that the object of suoh review would be to 
settle tbe ~ct:ual co.t to the Imperial Bank, that 
the commission should be settled on this hasis, 
and that the oalculation. shall be subject to ex
pert ar·counting investigation. In the event of 
un:\, differenoe of opinion as to terms arising 
between the Reserve Bank and the Imperial 
Bank, we renommend that power to settle the 
term. finally should be vested i. the Governor 
General in Council. 

'1 ' .. 
In ~ieW' af aU the arr~ngementa as regards Btatt, 

ete .. mvo1ve~ we consld!,r that a period of five 
years for notlce of termmation is no more thaD 
reasonable. 

Lustly, there is one important point which 
should b~ made cleur in this agreement, name
ly. that ,t should not in any way preclude the 
Reserve Bank from opening its own offices or 
branches at any pluce where the Central Board 
may, .as a. result. of experience, find this to be 
exped.'ent m the mterests of the public notwith
standmg the fuct that the Imperial Bank has up 
to tl,en acted as its agent at such places . 

Cla~ •• 43A an~ Clause 44 (includ.d in Chap
ter 11 ).-We thmk that the provision in clause 
~4 for the building up of a Reserve Fund would 
throw an unnecessarily heavy initial burden on 
~entr~l revenue~. At the same time we consider 
It highly desll'able that an adequate Reserve 
Fund should ~e available to the Bank in its early 
ye~rs, the mal':' purpose of such a Reser.e Fund 
bemg ~ . pr~vlde a margin against possible 
depreClati?n m securities held eit)!er in the Issue 
or Bankm~ departments of the Bank. After 
cure!ul conslderation we have come to the con
clUSIOn that the most satisfactory solution would 
be for Government to start the Bank with the 
fu~ reserve proposed i!l the Bill by m .. king over 
to It the sum of 5 crores in short-dated 
Government securities-probably treasury bills. 

The stangements for distribution·· of profits 
should then provide that this Reserve Fund will 
always be maintained at the figure of 5 crores, 

Thi~ change does not involve any substantial 
recastmg of the pmvisions of the original Bill 
nil that !s. necess~ry being tu omit that part of 
the prOVISions winch covered the period until the 
""serve hlld been built up to 5 crores. We have 
?\Uended the ~I~use accurdingly and also 
mcluded a prOVISIOn for the initial transfer of 
the 5 c';Ore Fund by Government, so that this 
tra~sactlOn may be covered by a vote of the 
Legislature. 

Clau •• (44A).-We considel' 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 time providing 
that the shareholders will have to pay income. 
tux on the dividends which they actually 
receive. 

Cia .... .f.5.-We think it is desirable that the 
Bank should have power to discount agricultural 
hills at concessionsl rates which may be helow 
the rRte f'>r the purchuse or rediscount of com
merdal paper. We hsve therefore altered the 
words "minimum rate'" in this olause to 
. '~tnnd8rd rate'!. 

Clau .. 47.-We think that the Governor 
General in Council should ,,1.0 have discretion 
to appoint the Auditor General 8S auditor 
under this elause if he so desires. We have 
amended the clause Rceordingly. 

CIa" .. 4-9.-We have provided that the an
nual Recounts transmitted to the Governor 
General in Council by the Reserve Bank should 
be accompanied by B copy of the Direotors' 
report on those accounts. 



·L'lau_(49A) . ...Jrhougl>we """"Mi.", it, im
port .. nt that ... · .• tart·aheukt be made.on the 
IiII&8indicatad in elause 42, we recognise that 
the developments at thJ. stage . must be 
tentative. We therefore consider it important 
that a statutory. provision should be included, 
malring it incumbent on the :Bank to report 
at the earlieat practieable dlit,iand' in. any 
oose within three years and, if, ne~essary, to 
prepare ·proposal. for legislation so as to include 
indigenous b&nkers _ and other parties doing 
banking business in India\\'ho are not at 
present included in the Schedule Wiithin its 
scope subject to such re'striations as the Board 
may consider necessary. In this report it 
should also include proposals for the closer 
linking. of agricultural enterprise with the 
machinery of the Reserve Bank, possibly by 
tee establishment :of a separate rural credit 
dep ..... tment. 

We also think that in this clause it would 
he desirable to 'include a provision embodying 
~ a more. cOl).cr~te forin the principle recog
ni~ed in the preamble, by placing a definite 
obllgation on the Board to put up proposals 
for a tilore perrrianent currency system for 
Indi" when they consider that the pre-requisites 
indicated in the preamble jIave been fulfilled, 
that is to say" the iptemaUonal monetary 
position has become sufficiently clear and 
stable. 

Olau •• 50; sub·clau •• (5).-We have added 
·this sub-clause to fill up a lacuna in the clause 
as originslly drafted. 

Ol .... 84 51.-Some of Us 3re of opmlOll that 
the Governor General in Council should have 
power to purchase the shares of the Bank at 
too end. Of 25 years if· in the interests of the 
cquntry it is then considered desirable to run 
the institution "'l a State Bank. 

Glau8. 51, ."b-clau8' (l).-This sub-clause 
HS originally drafted left it doubtful in whom 
the power to initiate liquidation prooeedings 
was vestad .. 

Suh-cktu8e (2).-We have added a prOVISO to 
limit the amount of the surplus assets whiqh 
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 niight, particularly as 
a result of the proposals mentioned ;n the note 
oncla\lse .44 for starting the Bank off with a 
Reaerve Fund of 5 crores, be placed in' an 
undsly. favourable position in the event of 
early l(i'luidation of the Bank. UWlkely 
though that· contingeBcy may be, we have 
toought it necessary to provide. for. it. It will 
be noted that according to tHe original propo
sal .. in the . Bill the shareholders would have 
been entitled to receive 25 per cent. of the 
'sliU"plus .Qsseta' on Ilquida.tion, and as accord
ing 1;0 the proposals for distribution of profits 
these surplus assets could hardly have exceeded 
the maximum amount (If the Reserve Fund, 
namely, the amount of the share capital of the 
Bank, the shareholders would under the original 
proposals also have bad no expactati<>n 0:1 a 
hil~ profit on li,¥,idatipn than 25 percent; 
and this position woulli.QQ,\"v .bav .. been attained 
alter several years of working. 

014u.. 51!, sub-cJau •• , (2) (!nm).~W~ ha.ve 
added.the power ktmake regulations. rega~ 
·the fees to be paldta Direeto~ and to ine!Ilbers 
of the Local Board..· .. 

Sub-claus. (2) (mmm).-We think it desir
able to make special provisiop. for regulations 
rega.rd~ the relations of scheduled banks 
with the Reserve Bank. In particular, it may 
be found necessary or desirable for the Reserve 
Bank to oall £Or furtber information from them. 

SUb-claus. (2) (mmmm).-Though the mana
gement of clearing houses is one of the usual 
functions of a Reserve Bank, we think that it 
would be as well to make specific provision for 
the regulations which the Bank will issue in 
this matter. 

Sub-claus. (3).-We bave added this sub
clause ~o ma~e it clear ,that copies of any such 
rqgulatlOns WIll be available to the public 011 
payment. 

4. The GDvernment put before us a 
memorandumt which we have attached to this 
R~port containing their proposals for dealing 
WIth three lmportant Platters which were re
commended for further consideration in' India 
by the Committee which considered the Reserve 
Bank proposals in London. These matters 
are:-

n) The method for dealing with the 
surplus· stock Of rupees whiclr are at 
present held in the Government's 
currency 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
ment initially on the formation of the 
Bank. 

(3) The method for dealing with any profit 
or loss which may I'eault from a reva
luation or a sale of the stocks of -gold 
to be handed over to the Bank hy 
Government. 

The first of the.e questions arises as II re.ult 
of the general plan embodied in clause 36 of 
the Bill-the effect of wIDch 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 stooks 0:1 silver coin 
surplus t? its own requirements, or be con~ 
eerned 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 o.f this general plan, we have not 
had time fully to consider the details of the 
Govemm.ent's proposals as regllrds the methods 
for dealing with the stocks of silver to he re
tained by Government nor as regards the 
matters arising under the other two heads. In 
the circumsta.nces, as we are bound to present 
our report on the Re~erve Bank Bill by Novem
ber 20 a,;,d sh?ll by tha.t act have completed 
th~ 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 I,egtslature by' .uoh 
means as it thinks fit. 

t ApPOIldix A. 



5. The Bill was published in the Gazette of 
India dated the 16th September. 1983. We 

. ~ink that the Bill has not been ao altered as 

to require l .... public.~ion. and we recommend 
that it be passed as now amended . 
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MJI)(ORANDllll Mrs. GoVJliunu<lIT lUIGAllDING 

DISPOSAL OF' .. ·~.VltPLt1~_ ·:~ILVER·. 

, b j>~ragraph 21 of the repori;Q(th_~,'L9l1'ion 
Committee on Indian Re~eBanl< legislation 

'they made certain 'recommendatioI\,s regard.ing 
,tne transfer of rnpee coin between C/o_unient 

, ahd the Bank which have, been embodied: in 
clause 36 of ,the, Beserv. Bank of India ,Bill, 
i933, and as regards certnin matters .rising 
out of these recommendations the,' Coinmittee 
proposed .that,th"y should be further e"", .. ined 
iii India. ' 

(a) Heading (2) of the_ .rrangement ,recom
mended was ~s follows: 

.-, Any surplus "of rnpees which this 
arrangement w()uld enable. Govern
ment to remove from the reserve should 
be held by Government in a sepa"te 
aCcount, the, silver being held 8S 

bullion, not .~ coin. Subject to further 
oomidoroti.n by the Go"omment of. 
India .1!y proceeds, from the realisa: 
t.ion 01 such rupees sho"ld not he """d, 
except for the purpose specified in (3) 
below, " 

The purpose thus specified WAS the "pay
ment of full value" (40 per cent. in externnl 
""""to) for any further s"l'1?llls I-up.... trans
loned by the Bank to the Government. 

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

"We do not propose any alter~tion i;' the 
figure (of 'BIXternal"~serves) 1n . the 
new Bill, but we think that this pro
portion may not necessarily be 
adequate and we recommend that the 
questi()n whether a lrigher proportion 
i. required at the outset should, before 
the Bank is set up, be oaT./u!!" consi
der.d by Go".rnment in the light of 
all the prevailing circumstanecs." 

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

"The possibility would obviouslv be pre
sent that the B8Jlk might gain a large 
prenrlum on the gold handed over to it 
by Governmen~. TIle question ss to' 
how such premium should be dealt 
with, specially in t.he .vent of s.les 
being made in the intermediate period 
pending "evaltmtion of the gold, raises 
complex practical issues' which we 
havo not fully discllssed. Tn principle 
such profits should belong rather to 
t.he Government thAn to t.he Bank, 
but our view i. that this unrealiaed 
m.r~n should in some way or other be 
k&pt .. vailBble for f!trengthening ~he 
position of the eurrency reserves· W. 
T.Oom ..... nd that deta,1ed Fop).ala 
,"auld I" U'oi".d ""/ h,! the Go,'.rn-
" .. "f of India fOT conoid.ration durin!1 
tho 1'088ago of !egi.!ation on flri. ,"b-
jeot." 

.",8 •• The points ,thu. referred for further 
eltatWnlltioll rai •• two 1'l'Oh\ema which ,are clOllelv 
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""ili>ecited and';'hleliimtiieopinionOfthe Gov· 
ernment of India, should be treated together. 
The following appear to he tho main considera
tions which, should be taken into account: 

'(0) The proceeds of, any salea of the surplus 
silver (to be retained by the (lovernment" under 
the arrangement proposed) and of any Burplus 
realised on the sale or revaluation of the gold 
(to' be transferred to the Bank) would r¢present 
assets originally accumulated against the issue· 
of currency and as part of the ordinary currency 
business of Government. Such assets should 
therefore be regarded .s primarily earmarked 
for e~ney Pl11'pOBCB. 

(b) It does not however Decessarily follow 
that such aBsets should be directly or immedi
ately absorbed in the currency reserves of th, 
Bank, because-

(i) The Government must retain a separat. 
reserve against the liability imposd 
upon it to pay lull value for further 
surplus rnpees which it may be requireJ 
to take Over from the Bank under, th~ 
proviso to sub-clause (1) of clause 36 
[cf· MSO the reeommendation of the 

London Committee referred to above 
in paragraph 1 (al]. 

(ii) Reasonable account must be taken of 
the general financial position of the 
Government which may react on the ' 
currency position. Looking at thd 
~atter from a practical point of view, 
It may not be good policy to accum'I
late excessive funds in specially e",,
mark.d reserves, because in the 1irs, 
place t~i~ may involve a substsntiai 
1~8S of mterest seeing that in normal 
CIrcumstances ;t will only be possible t 1 

earn a much lower rat. of intereat or. 
Buch funds than the Government has 
to pay on its 'own public deht, and, in 
the. s?cond I?lace, the general effect Gn 
India s credit of repaying outstsnding 
loan~ 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 resourcea of tho 
£15,000,000 aterling loan in J .nuary 
1932). ' 

(iii) If the B8~k ia .started off initially with 
reserves m gold and sterling asaete 
which afford amply adequate cover 
against its issue liabilities, the addition 
from outaide of still further external 
.. sets would serve no useful purpoae 
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. 

~. The Government of India have carefully 
we'8"hed the above considerations and I am 
elirected to place th, follOwing scheme before 
the Comnrlttee for its consideration:_ 

(a) The silver which will be retallied by Gov
ernment, whether in rupee coin or bullion. 
~hould be regarded as stock purchased by Gov
efUrI\ent from' its Currency Department. On 



the hasis of the' aoaounts' of the Curreno7 ~e
partment on the BIst AUlI':'st, 1938 (at :whICh 
date the silYer Btocks attalDed' the maxunum 

oint. reached during the current year) Govern
::'ent after handing over 50 ererea of ,rupees "" 
th Bank would retain rupees and sliver of a 
1I0"minai value of 55,41 lakhs. Against this 55,41 
lakha would be set ot! the value of the &Ssets 
.of the Gold Standard Reserve, 53,38 lakhs: SJ 
that the ne~ debt against the silver th us ~talDed 
by the Government would be the difference 
betwMn these 'two figures, uamely, 2,08 l.akh& 

(b) The proceeds of any sales of silver after 
the transfer would be credIted to B peparat. 
fund more or les& on the lines of the present 
Gold Standard Reserve which it is suggested 
might be called the "Silver Rede?,ption Re
Berve" . This reserve Woul~ be 1Ovested. by 
Government in it.. entiretv 10 gold or sterling 
securitieB. 

(e) The book loss o~ sales of .• ilve~ since th,. 
commencement of selbng operatIOns IS approXl
mately 81,68 lakhs*, and ihis figur~ must also 
together with tbe 2,08 lakbs mentioned under 
(a) be regarded as 8 deht incurred against silver. 
To this debt will also have to be added the full 
nominal value of any silve. rupees returned hy 
the Bank under e1ause 86(1) of the Bill, while 
the full nominal value of any rupees sold to 
the Bank under clause 86(2) will be deducted 
from it. The loss of 81,63 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,OB lakbs balauce 
of silver to be taken ove:' together with an 7 
further silver which may be taken over will 
he made in the manner described in the fol
lowing paragraphs. 

(d) Interest on the outstanding loss which ,s 
in fact represented by a oorresponding portion 
of the public debt (namely, treasury bills in the 
Paper Currencv Reserve) is at present met ont 
of the revenues of the Government of India. 
This .bould continue both for the outstanding 
lo.s and any other additions to the silver debt 
referred to ~bove, but tbe Government of Indi" 
should b. alJow~d to set .,t! the interest which 
it· receives from the investments i'l I.he Silver 
Redemption Reserve. Ir... other words, the 
interest on this Reserve will not be added to 
the Re.e ... e but will, as at present, BOcrue 8S " 

receipt to Government revenues. 

(8) provision will also have to be made for the 
omortisotion of the "utstandin!! "silver debt". A+, 
pre"ent, no provision iR made for the amortisation 
of treasury bills held in the Paper Currenoy Re-
• erv. on that in practice thero is no amortisa
tion provision for the debt representing losses on 
account of silver. The Government of Indi" 
consider that some provision should be mad~ 
hut any plan for this must be dealt with o. 

ryhil is not really in tho true sena ... 1018. It is 
th figure which l'e'pre5enta the difference between the 
tl'ice of Iohe lilver IUld aa bullbn and the face value 
nf the rupees from which the silver WRI ~uced. In 
ordN' to rt a true picture of the ~ition there mus' 
bt balan-:ed againlt this Domin'll loa8 the ProDte which 

-&ht'l Govemment originally m.ad. who the rupee, were 
put into t:1I'Culat·ion, from w~ieh profit."'''''' oIta. tb.e 
£40 milliql1s GQld Flt&ndard a.t.n-e WM built up. 

part of· the Government's general plan fOr 
Sinking Fund provisions on the public debt--G 
ques!Jonwhich must be, dealt with separately. 

5. It remains to consider how the funds which 
would accumulate in the Silver l!.edemption 
Reserve should be utilised. The consider .... 
tions at!ecting this 'question have been set out 
in paragraph B aboye. Weighuig up the various 
consideratione, the Government of India consider 
that it would be' a reasonable arrangement tJ 
allow the Silver Redemption Reserve to accu
mUlate until it reached a total of 10 crores. Any 
further receipts should not be separately in
,vested but should be taken direct into Treasury 
balances to reduce the outstanding "silver 
debt" described in paragraph 4( c) i.e., to be 
l!tilised .lor the reduction 'Jf. debt either by the 
redemption of existing debt or the avoidance .of 
new borrowing. A Reserve of 10 orores in 
extemal 8Bsets would allow for a return of 25 
crore. of rupees by the Bank to Government, 
that is to say the maximum amount which 
could be returned in five years. This should be 
adequate for all practical purposes and against 
locking up funds beyond this reasonable margin 
must be weighed the consideration mentioned in 
paragraph 8 (!»(ii) above. 

6. As regards the second recommendation of 
the London Committee (paragraph l(b)] of thi. 
~Iemorandum, the Government of India do not 
consider that it would be practic,able at present 
to decide whether and, if "0, k what extent ths 
Bank should be provided with external cover in 
addition to the 50 per cent. indicated in alause 
35 of the Bill. It is of course understood th •• t 
the whole of the Government·s gold holding will 
in any case be handed over. Apart from this, 
if there should be any margin Of other extern.\! 
assets which the Government at the time when 
the Bank is set up did not consider it necessarv 
to hand over to the Bank and whioh it would' 
consequently retsin for its own purposes, the 
Government of India provisionally consider that 
the most suitable alternative method for appro
priating any such surplus would be to transfer 
it- 8B an opening balance to the Silver Redemn-
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 "ece.sary to make any speoific pro
posals regarding the utilisatior of any hypothe
tical profits on the revaluatiou of gold. Such 
profits might ariAe in two ways: 

(a) Thel'e 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 olause 38(4) 
of the Bill . 
. (b) When the time comes to adopt a perma

nent currency standard 8B contemplated in the 
preamble to the Re.erve Bank Bill, the new 
vsluation as compared with the valuation at the 
old parit.y as adopted in clause S3( 4) might be 
such as to show either a paper gain or loss. 

B. As regard. alternative tal, sales are very 
unlikely and unless they were for a very large 
amount, the profit on them would not be auffi
r.ient to alter the dividend payable to the share· 
holde .. , in whi .. h cao. the whole of the profi& 



on Buch aalea would accrue to Govenunaa' 
under ·clause 44. The Government of India 
dQ not consider it neceBaary t;o legislate for thi. 
highly "hypothetical contingency. 

9. A~ regprda alternative (b j, if tbere was a 
revaluntion, clsu.e S8 (") of tbe Bill would 're
quire amendment, in whicb ease it would be 
<>pen to tbe Legislature to make a furtber amend
ment of the Bill BO as to ensure that tbe wbole 
of the profits or los8es on ouch revaluation would 
accrue to or be borne by Government. If there 
'were profits, the ""tu .. l manner in whicb .. ny 
such hypothetical profit. would be utilised is .. 
still more hypothetic .. l question on which it 
"ppears to the Government of India to be even 
less necessary to formulate any specific scheme. 
It i. obvious that any Buch paper gain should 
not be swallowed up in ordinary revenues but 

lIhouldbe devoted to lOme currency purpoM 
and thie moet probably would take the form 0' 
an additional fortifioation of the Sit .. r Red.,mp· 

tiOA Reserve. That, however, is a matter whiola 
4lOuld be laft to b .. dacided at the time. 

10. The Government of India therefore d~ 
oot consider that any provision need be mad. 
in the present :Bill with respeot to these recom. 
mendations. of the London Committee, but they 
would suggest that a note might be made in the 
report, possibly on olauae 88(4), on the lines 
indic .. ted in the preceding paragraph, rBglLl'ding 
the utilisation of any book gain or \088 On gold, 
while they would a\so be glad to have the view. 
of the Committee on the scheme for a Silv8\' 
Redemption Fund Bet out in paragraphs 4 and ~ 
of this Memorandum. 
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MINUTES OF D~SEN'l', 

1 am unable to agrtla ... ith the Joint COQl
mittee in the conclusions they have arrived .t 
on clauses 40 and 41. I C:o not propose to go 
into the question of the ratio on its merita. It 
would be futile to do 110, siDce the Act C&llJIot 
come into force for a considerable period. (,f 
time after the Bill is passed by the Legislature. 
.1n these difficult times he would be a bold man 
. who would attempt 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? Many 
of us have decided views 118 to what the ratio 
.hould b. fixed at to-day, but we are no~ 
dealing in this Bill with the situation of thd 
immediate present. This ie the spirit in which 
the London Committee dealt with the question, 
which is clearly shown by the following 
fmntence;-

• 'The ratio provisions in the Bill are 
designed to make it clear that there 
wiU not be any change in the d. facto 
situation by the mere coming into 
operatIOn of the Reserve Bank Act". 

Do the majority of the Joint Committee want 
us to believe that the lB. 6d. ratio is likely to 
be the d. facto situation when the Act comes 
into operation? In the opinion of many well
titted to judge, there are just as many, if noT, 
more, chances of the ratio having to be changed. 
The retsining in the Bill of h. 6d. ratio under 
present circumstances is in my opinion not 
carrying out in the spiri6 the London agreement .. 
I suggest that the rate should be the de jure 
rate of the day before this Act COmes into force. 

In clause 4ll I suggest that the period of the 
ugreement with the Imperial Bank should be 
ten years subject to termination on five years' 
notice given at any time aft!)! that period. This 
will give the Imperial Bank an agrtl8ment for 
fifteen years certain. 

COW.ASJI JEHANGIR (Ja.). 

16tl> NO".'f\b.r, 1983. 

We have signed the Report.. 

We however regret 110 nota (1) that Madras 
ha4 beell .. ssigned shares to the value of only 
70 lakhs and (2) that Madra. i8 to have only 
one Director on the Central Board. A. one of' 
ihe major Presidencies it ia entitled to be pro
vided with more capital and to ha.... tw··, 
Directora. 

S. B. M, ANNAMALAI CHETTY. 

G. NARAYANASW.uo: CHETTY. 

S. M, PADSHAH· 

16110 N"",nb.,, 1983, 

·Clauas 8 (l)(a).-\\"e lind it neCessary to dis
sent from the proposal that itt shall be provided 
in the Act that the Governor of the Reserve 
B .. nk ,JDust be a man 6f "tested banking ex
periellce covering a period of at least live years " 
While we fully endorse what has been <IBid in 
the maiD report 8S- to the importance of ·the 
Governor being a man who can· command the 
confidence· of the business community in India, 
",e feel that the qualifications proposed a. 
nctuallyworded will nob necessarily ensure this 
result and may· prove extremely embarrBS1ling 
in practice. The qualifications and experience 
required for the head of a Central Bank are 
'luit. different from those which are necessarily 
acquh",d iucommercial banking, while if experi
ence of the latter is the only qualification, a 
live year period would be quite inadequate. The 
experience of many countries goes to show that 
men of quite different training have been 
selected for and proved .uccessful in celltral 
banking, and the present heads of the important 
Central Banks would have been excluded as 
ineligible und~r the qualifications proposed by 
the Committee. 

Claus. 33(2j and clau •• 37.-1'l1e recommen
dations made in the main report and embodied 
in these clauses as regards :.Ae holding of gold ;n 
the currency reserves are based on the ideas that 
gold, at present forms the most reliable form ;:If 
currency reserves, and, that 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 ~at suoh ideas have force, and while, 
we recogDIse the strength of Indian sentiment 
in this matter, we consider that. so far BS 

statutory provisions are concerned, these should 
not be so framed as to hamper the discretioa 
of the Bank to utilise its currency reserves i& 
whataver mallJler may be most effective f:Jr 
maintaining the stability of the currency. In 
exercisiDg this discretion it would of course b .. 
right for the Bank to take account of Indian 
Bentime?t, for any disregard of that might react 
on publio confidence the maintenance of whioh 
is II vital factor in the security of the position
a factor of perhaps even greater importance 
t~n the actual currency reserves. But it is 
qwte II different matter to convert the recog
nition of these points into a statutory limitation 
on the Banlf'~ powers. The mere possession of 
powers even if they may always be kept in 
reee.rve is a strengthening factor, and the mere 
demal of such powers may be a weakening 
faetcr. We are prepared, as stated in the main 
re~, .~ agree to the minimum gold holding 
bemg l'8lsed to 40 crores as a compromise if 
thereby agreement can be obtained to a general 
plan for the· conatitUtiOI1c of the Bank which ~1 
m other respecta satisfactory. But we should 
not, except for this purpose, be prepareot to 
Mcept this figure which we consider to be as 
undue limitation on the Bank's discretion and 
we muat record our dissent from any proPoaaI. 
to go fllrther than' this by provisions in a1a_ 
87. 

GEORGE SCHUSTER 

J. B, 'l'AYLOB. 



We, the undersigned Members of tho Jow 
Committ.ee to which the &serve Bank of India 
}jill of 11)33, was referred, have considered the 

13i11 a.nd the Report, and wish to app~d the 
following minut.e of dissent on t~e powts ~u 
which we are agreed,. wh,le reservwg ~un;eh .. 
to append individuu.l notes on other poWI .•. 
TI •• propo8ed Bank .Ioould b. a Sta.t. B""k~ 
During the discussion of the lwse"ve Hank 

}jili in 19;17.;lt:!, tbe Assembly .. ccepted the 
principle of a I)tat.e }jank by pas.slllg 
unanimously section 4 of the. J omt l:;elect (;ow· 
m.ittee Hill. Thia question wus agUln d,scusset! 
in 1931 by the Centru.l Hanking ~nqUlry Com~ 
m.ittee· aud it also recommended unan'mQusl) 
that the Hank sliould be a State .!:lank. 
(Pages 418-419 of the Heport). It i8 noW ~. 
cumbent on the Government to g,ve a convw· 
cing reason for going against the unanimous 
decision of the Assembly .. nd un&nimoU8 recom· 
mendation of the Banking Enquiry Committee. 
It is regrettable that even such of those memo 
bers of the London Committee aa were .. sao· 
ciated either with the Joint Select Committee 
of 1927 or the Centru.l Banking Enquiry Com· 
mittee '&nd were thus committed to a State 
B .. nk h .. ve not chosen to enlighten the public 
as to the exact reasons for their present pre· 
ference for u Shareholders Bank. l'he countr)' 
wns entitled to expect a cloor lead from them. 
In the ahsence of such a lead, we find that the 
new propos,,1 is being placed without the 
supporters of the Shareholders Bank dischnrging 
the onus of proof that lies On them for going 
against a scheme unanimously approved by tho 
Legislature and strongly supported by all 
sections of Indian public opinion. 

• The only two arguments which the Govern· 
ment can advance for changing the unanimous 
finding are-

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

(2) In most countries ot the world, Central 
Banks",re Shareholders Bank. 
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We would like to ex&mine closely both these 
arguments. The flxperience about the ~Iection 
of Inrectorate of Companies clearly shows th .. t 
shareholders as an electorate do not exercise 
any material inlluence. The Directors manage 
to get themselves re·elected. In f .. et, they form 
a coterie &Ud keep perpetuu.l 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 lind they get their 
action confirmed or passed by the .. nnual generu.l 
meeting. .. This was verified by Sir Osborne. 
Smith in the follOwing question and answer. 
with regard to the Imperial Bank: 

Q. Do you know of any occasion on whicli 
anybody h88 been elected ina general 

• Fool"",. bY ''''' H"""""""I. Sir G_g. S.l .. ..,tH 
(Olla;""'",,). 

TheCl8 disCUR8ionB were infoilnal eOV8J'!IIatiODS which 
weN only loosely !'&Corded, and mrculated in order to 
refresh-the memory of membere. They have DOt been 
checked by those who took P&rt in tbe dilOWllioDJ!ll and 
cann~ be regarded as ~ourate recorda. 

. GJIOBG. SOUt7BTJla. 

meeting of a Director without the baok. 
door iuJ1uence 01 nomination first by 
the :Qireotors? 

.~. I have no recollection of it. 

lOecondly, the l~serve Hank deDI •. with 1'",. 
Mem. which o&nnot be fuJIy d",soOlated frolll 
polities and it i. impossible to remove political 
considerations. The Hill itaelf does not 8Ltemp~ 
to remove the politicu.l inftuence of the lOecret8"y 
of Stut.e. The Hill re811y denies the Influence 
uf Indillll )'Oliticians .. nd affirms the i"tluence 
of the I)"crelary of IOtate. The l5eoretary of 
Hhlte represents politics just as much 88 the 
future Indian Minister; and hence the Bubstitu· 
tion of one for the other does not secure the 
freedom from puliticalmtJuence, which is clnirued 
by the Government. In either c .... e tho Seere· 
tury of State will have determining voice. but 
in C""e of SharelK>lders B .. nk, he will be iUllUune 
from the criticis"", of the Indisn public ond of 
legislature. 

As reg .... ds the second Brgument, th.r. ....e 
•• veral countries in the world, notably Australis 
and Sweden, whose Central B .. nks ure State 
Hanks. During the recent economio pertur· 
bances 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 Buch that no one Oan 
saf,ely pred.ict the future \trend of monet8l'Y 
polioy &nd the working of the Central Hanks. 
In fact, the theory of Centru.l B .. nks iB in the 
melting pot; and the other countries may have 
to follow· Amerioa in the Government bking 
active and effective part in the oontrol of their 
monetary policy. Consequently, the argument 
in regard to the ex&wple of other countries has 
not much foroe until the conditions of U,e world 
are settled down and we know the nature and 
signific .. nce of the profound ohanges that are 
taking place. Even in England, the C.,nserva. 
tive Govenunent are finding it necessary to 
effect changes in the &dministration of the Rank 
of F.dlgl .. nd with a view to allow gre .. ter voice 
for the Treasury. 

We now put forward the followin~ consider .. • 
tionA as positive a.nd definite IIrguments in 
favour of a State Bank:-

(1) It io an admitted fact that the Govern. 
ment is com'pelied to Bf\sume almost 
entire responsibility in the adminiBtra
tion of Central BankB at. the time of 
financial criBis. Tb" Central Bank 
functions Bmoothly ·onl.y during normaI 
times; for normal working, shareholders 
are as much unneres.ary as the State. 
It is the Governor of the Bank that 
ecunts. 

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

(3) Almost the entire profit made by tbe 
Reserve Bank will be derived from the 
resource. and Rnpport of the State; 
and it is, therefore, deoiroble that the 
tax·pa:vers should be benefitted to the 
fullest· possible extent from the profits 
so derived. 

(4) It. is an established fact that ebare
bolders do not form a .ati.faetorv elec· 
lrorate. No sharehohler l'I!Bidiftg in 
mof(J8811 would take the trouble of 



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

(5) In the case of a privAte bank, there 
will be no machinerv to demand and 
enfo",e larger recruitment of Indians 
in the officers a.nd subordinate grades. 
It is only in the c ... e of a State Bank 
that Indinnisation a. a policy can be 
effectively enforced, a~ is evident from 
our experience of Railway Administra
tion. 

We regret that the possibility of establishing 
a hank on the b""is of Stockbolders Scheme, 
which wa. put forward by Mr. S. Srinivasa 
Iyengar, the Leader of the Oppo.ition 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 themBelves are prepared 
to accept." 

In these day. of financial uncertainty, this 
type of &.erve Bank would be.t suit the 
country as it could, at any futuro date, if and 
when circumstances demand, be easily convert-
ed either into Shareholders Bank or State Bank. 

The Stockholders'. Scheme is appended here
to· We, therefore, recommend that the 
Reserve Bank should be preferably a.n 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 St<>ckhoider plan indicated 
above. 

In CRSe our proposal for a State Rank is not 
"",cepted by the logislature, we insist that fol
lowing modificlltions are h,dispensnble:-

Not less than three-fourths of the Directoro 
or members of the Local Boards should bo 
native Indian subjects of His Majesty. 

The External Capital Committee, of which 
Sir Bnsil Blackett and Sir Charles Innes were 
members, acoepted unanimously this just prin
ciplij. 

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

We are of opinion that pvery shareholder 
.hould have one volle for each .hnre with a 
ma.ximum of 10 votes. 

Res.", •• 

In determining the amount of Heserve and 
• spcciall.v the nature of external reserve, we 
sbould conSIder three import,nnt fnrtors-

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

11. The silver rupees in ("ircnlntion, which 
are really Dotes printf~ on silver. 

S. Our annual externnl obliqatiOIls, whicb 
amount roughl,y to about Rs. 70 erer .... 

11 
It is difficult to determine exactly the amount 

of silver ",pees in ";'culati"n o.r tho! exact 
:lmount of eJo_t~mal . obligations; and in view 
of the fact that the bolders of rupees are as 
much entitled to demand sterling as the holders 
of the paper notes, and that the ":ltt.,rnal reserve 
should be lar1:<> enougb to proviile for the pay
F.!f'nt of our external obligations in aD year of 
ndverse trade balance, we sUg'gest. that the 
jnitinl external reserve sh:mld he -60 per cent. 
of the> liabilities insterHt ')f 50 per cent. 89.SUp''" 
,'.sted in the Bill. 

As a result of the Hilton· Young Commission 
vroposals. the External Heserve was to have 
been Rs. 118 crores. Our present suggestion 
asks for an external reserve valued, at the 
outset, at Rs. 106 crores (with gold stocks 
vlllued fit 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 chesta '.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 hank i. cashed 
at any other bank without discount. Facilities 
of this kind will greatly increase the velocity 
of money in circulation. 

For purposes of branch-banking develo!", 
ffiE'nt and to give impetus thereto. the R-eserve 
nank should maintain a list of approved hanks. 
These approved banks must be confined to 
banks registered in India and satisfying certain 
minimum criteria as regards the capital and 
nalance-sheet position. Any approved bank 
opening a branch at a centre where tbere is no 
bra ncb of an approved or scheduled bank should 
be entitled to an intereslrfree deposit of 
Rs. 3,00,000 from the Reserve Bank for the 
first two yea.rs, and Rs. 2,00,000 for the next 
two y~ars. 

Ratio. 

We do not agree with the op1OlOn that the 
ratio question is outside the province of the 
Reserve Bank Bill. The Rp"e .. ·e Bill will he 
responsible for maintaininr, the exchange within 
prescribed limits. This responsibility is parti
cularly important in the caSe of India as she 
has cl~finite, reourring, lClrrge external commit
menta. 

i'his fact is being fully appreciated' in devising 
the plan for a Reserve Bank for New Zealand. 
Sin". England went off gold standard, New 
Zealand pound ho.s depreciated by 10 per cent . 
But in planning the s"heme of the Reserve 
Bank, the authorities realised that in view of the 
B.wk baving to fulfil the external obligations 
01 the country, the d,'preciation of 10 per cent. 
IVas not enough. It haa now hoen decided to 
hnve a further lowering of the mtio b.v another 
10 per cpnt, In the .. me wa)-, the ratio is, we 
are ronvinred. part and pnrcel of the proposal 
t.o establish the Reserve Bank of India. 



· -In our opinion, the eighteen pence ratio has 
done great htlrm to the country. The gravity 01 
the harm -done can be realised from the fact 
that India, "hieh enjo) ed, almost uninterrup· 
tedly, Ii favourable bahmce of trade in merchau· 
dise to the extent of about Ils. 60 crores per 
annum, had only a merchandise surplus of 
Rs. 8,38 crOfes in 1932·[)3. 

Ont of tile Dorrunl SUI plus, India w us linding 
it possible to lllcct her recurrmg external olJliga
tiona and 0100 to import treusure lor the require
Inents of the population. Our foreign cmumit·· 
ments are now being met by the export of . dis· 
tress gold'. This export "unnot coutinue for long. 
Unless adequate measures are udopted to restore 
the favour.ble balance of trade in merchandise 
to the level of our foreign commitments, the 
Reserve Bank will be fac~d with an embarrassing 
situation right at the cOJnmencement 88 Boon o.s 
the exports of gold cease or fall off. 

We are definitely of the opinion that in view 
of the successful way in wllich countries Irke 
New Zealand and Australia have brought about 
favourable balunces of trade by depreciating 
their currencies, India, too, should lower her 
rlltio before inauguration of the Heserve Bank. 

tiince i>cptemLer, 1931, pound .terhng hus 
been allowed to depreClute to " level whiCIl 
the BritIsh lI10netary authoritIes deem suitable 
in relatIOn to Britain's economic COHditions. 
By linking the rupee to sterhng at the same old 
level, it is assumed that £..conomic conditions are 
the same in both countncs. If this were so, the 
movements in the .rndex of wholeBrue prices in 
India should correspond to the movements in 
the Index in the United Kingdom. But actually 
it is not so. '1'he Index of wholesale prices in 
the United hingdom hR' gone up by 3t points 
between September 193i and August 11l33. On 
the other hOfid, the Index in the case of India 
has gone down by three points during this 
period. 'I'his disparity of 6t points is a grave 
matter und shows' conclu.ively that the rupee is 
over·valued. 

The Government have admitted the extreme 
importance of raising thn prices but no practi. 
cal steps ha ve yet been taken to achieve this 
object. In our opinio_", the lowering of the 
ratio is the necessary first step to achieve this 
object. 

ANNEXURE. 

STOCKHOLDER~' 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 ll •. 100 and multiples thereof, but 
not exceeding Re. 10,000, to aD aggregate 
alnount not exceeding the authorised capital of 
the bank. A register of Reserve Bank stock· 
holders shall he maintained at Bombay, Calcutta, 
Madras, Rangoon, Lahore, Allahabad, Patoa, 
Nagpore, Shillong and Delhi. 

StockholrJers sbnll be registered in a reJister of 
the province lD which tb(,. are domiciled or ordi· 
narily resident, or in ~hich they have their 
principal place of busine.s at their option, but 
no stockholder shall be registered in more than 
one register. Stock sball be registered in 

1s 
amounts 01 Ri. 100 or multiples thereof Wld nl.lt 
Dlure than U •. 10,000. 

btock shull be registered in llny one noUl\>. 
btockho;"e,. domiciled in Coorg shull be 

rcglst~red in lIludrllJ!; stockholdors dOlnicilod in 
u.uy of the areus directly udlllluistcred by tho 
central Oovernwent sbull be rc~i.tererJ in Dolhi, 

titOCK lllUj' !.lot lJt! held iu the lluwu of any OllU 

who 18 not. dOllUCUllU lU iUOIU 01' who 1" llot u 
bnLIS.u HUUJUl..L onllullnly rt.l~I(J.cllt Ul lirltlljll 

1uwa. J!.OOll stocklloill.tH' a:;uuH hUV6 one vote 
We"pectt vo of IlIB hoidwg. 

bWc.;Kho1U~Ul ua l;UCll rcgh;lt:r lihaU cktt W 
irllfH~Ct) 101' Hl!Scf\'e 1,)Uuk stVCti.L1uUh,'ltt lor t11,", 

VIVVlJ.ICC J.U \\ lllUll LUll rC5J:,t·cr 1ti I:lttuuk, IHuviucu 
lol.luL liu t-rut;lel.!,t; buaH OIJ C!cctcu uult.:t;t, tucl"C lUll 

nut It;t;I::J t1.tUtl l,UlJU wJ.lviliuul stoc.lJ..lOHlcfIj 01 tile 
reg-un,cr. 'lh;,; oU penioll8 who reeCHO WOtit voto~ 

at Ull electlOll .ahaH be citlckd. 
.biectious shall be held ttleuniully and casuru 

VUCUUCIetj HhuJl nut bc 1ih~d up. 
A trustce .huil hold llOt les. thun 1... l,OUU 

nOlllwa! vulul.! of stock. 

'l'rusteet; III each plovince shall elect one 
dil'cctor to the Board ot the J!ank. 

A Director shull hold Us. 10,000 of HeBerye 
Bank stock. 

1n order ,liat trustees and directors may not 
have to go mto the lllarliet unJ. buy up the 
quulltymg amount of stock, the UuverUlllcnt 
BOUU retu1n unissued, in the first instance, nut 
1es8 than one ClOre nonlinal value of stock tor 
issue to direl'tors nnd trusteos" as occilsion 
demun4a. 

Directors liud trustees must be qualified to be 
regIstered on the registel of the province for 
whwh they are directors w"Hl tl'llBt.eCI:I, l'l.:!:IpCC

tively. 

In addition to elocteu trustees, any per.on 
who is for the tune bein:; un elected olcmlJer of 
the Council of btate 01' of the Assewbly for 8 

c0nstituency III the prOVlUce shall be a 'l'rustue 
{'>:-officio. 

The Board of the BUIIk shalI con.ist of one 
Governor, two Deputy Governors (one not 
voting), two Directot;S elected by the Associated 
Chambers, two Directors elected by the }'edera
tion of India!! Chamber., one Director electod 
by the Prwincial Co·operative Banks, two 
Directors eleded by trustees, fo';r Directors 
nominated by the Governor General in C~uncil, 
one, Government officer not voting, in all 23 of 
whom 21 Or 22 would be ""ting. 

_ The Governor and Deputy Governor. shall 
hold office for six years; Directors nominated 
by the Governor General sball be appointed for 
three years in the first instance nnd thereafter 
for five years; Directors elected by the Cham· 
bers of Commerce and by Provincia.! Co· 
operA.tlve 13anks shall be e!eded for four .years 
in the first instance and thereafter for five 
year<; the Directors elected by the trustees 
shall hold office for five years. . 

It might further be 'Provided that when the 
time comes for Local Boards, Local Directors 
toget-her with five members of the Locnl Board 
elected by local trustees, shall form a LoCAl 
Board to which such functions shall be a""igned 
as the Reserve Blink Board may determine. 



Preference in allotment to small subseribers. 

Stock to be issued provil1l'inlly, not more 
than forty Illkhs of rupees to be issued in any 
one province at the outeet. , 

SANT SINGH. 
HOSSAIN ThIAlII. 
VIDYA SAGAR PANDYA. 
*B. K. BASU. 
*NRIPENDRANARAYAN SINHA. 
B. DAS. 
MATHURA PRASAD MEHHOTRA 
RAM SARAN DAB. 
GAYA PRASAD SINGH. 

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

From the very commencement of the deli
berations of the Committee it became apparent 
that the Committee will have to work under a 
very fll"Elst handicap. .The 'Present Bill was 
drafted on the report of the Committee on the 
Indian Reserve Bank, which s"t in London 
under the chairmanship of some person whose 
name has not been disclosed to us. This report 
was obviously based upon the recommendations 
of the Federal Structure Sub-Committee of the 
]i'irat Round Table Conference, where the SPC'fC'
tory of State for Indio. had given tho 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 " -WaB taken to 
mean certain nominees of Government in whose 
selection no chamber of commerce or 
representative economic interest of India had 
any voice. 

Indian. under the present subordinate posi
tion have to work under a distinct disadvantRi!e. 
But this disadvontage wos further incre.,ed in 
this Committee when we found that Govern
mont of India, constituted as it i8 predominantlv 
British in outlook, W88 not given the freedom of 
discussion. This created an atmosphere of 
distrust in the Joint Select Committee. Some 
of u. inspite of ourselves had alwav. to he on 
our guard Ill<ain.t the "British Roller". Where 
intellect and reason should have been directed 
to discov~r th& solution of the ,:>roblems that the 
Reserve Banl(' scheme demanded, WE' were evel~ 
kept alert to watch India's interest le.t· tois he 
Rubordinat.ed to the economio needs of Gre.lt 
Britain. The wires between Delhi and White
lion were r.on.t.Rntly kept busy, nnd the rod of 
the Groot Mo<!hul bun~ over the Committee 
deliberations like the sword of Damoclo~. The 
maiority report was Itl'68tlv influenced by the 
attitude of the Whitehall, and, hence, its 
conclusions should be accepted with reserVA. 

I want to make it perfectly clear that I should 
not he ,mderstood to cast any reflection upon 

.1 do not a~ to the flortlioD. of thil mi.nute dealing 
with the question of l'&tio. 
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the attitude of the Chairman. The Chairman 
gave us all the latitude in fully discussing the 
vari~ue problems ~n their merits. He was very 
,,?DBlderate, and smcerely tried to guide us with 
hIS expert knowledge and ripe experience. But 
thou/?h his heart was with us, the flesh was 
working under the 8ame limitations. 

After the Bill was referred to the Joint Select 
Committee, on' the 5th of October 1933 Sir 
Samuel Hoare is reported to ha~e mad~ the 
following statement before the Parliamentary 
Select Committ·ee: 

"We are asking the Indian Legislature by its 
own legislation to carry out arrangements that 
we say are ~ssential for bringing the constitu
~ion into being. ?bviou8ly if that arrangement 
IS 1i? 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." 

Thi. st.'\tement filled us with some doubts 
ab?ut t~e ~esirability of our being a party t, 
thIS legIslatlOn under the conditions indicated 
by the Secretary of State. Consequently, SOme 
members of the Committee 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 31st October 1933 
he issued the' following press communique. ' 

"With reference to the reports which had 
appeared in the press as to the statements made 
by the Secretary of State to the Joint Seleet 
Committee on the question of powers of amend
~ent of any Reserve Bank legislation, 'the 
Fmance Member made the following explanation 
to the .Joint Select Committee on the Reserve 
Bank Bill this morning: . 

There has evidently been some misunder
standing as to the scope of the Secretary of 
State's answers to Lord Rankeillour which "'ere 
concerned only with a technical point raised in 
the course of the discussion on another subject 
and did not imply any change of view or policy, 
so far as the Secretary 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. 
ThpTf' i~ no intention under the present pro
posnls that the British Parliament should 
,mdertake legislation amending the Reserve 
Bank Act. According to the White Paper pro
nosnls this 'Would be the function of the Indian 
Legislature subject to the prior approval of the 
Govemor General. The technical point witli 
which the Secreta", of State was concerned 
.rises in the following way. 

The Constitution Act will have to contain an 
Adaptation clause laying down how, when the 
constitutional changes at the Centre take place, 
the powers to be exercised by the Governor 
General in Council under the Reserve Bank Act 
will have to be exercised in the new constitu

. tien. 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 declare that certain 
powers exercisable by the Governor General in 
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Council undcr the Reserve Bank Act were to be 
exercised in future by the Governor General at. 
his discretion, and if in future it were desired bv 
agreement that any particular power or powe';' 
thus provided for should be exercised by the 
Governor General on the advice of his Ministers 
aDd not at hi. 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 undertaken by 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 inel uded in the 
Constitution Act, and that is the point of doubt 
to which the Secretary of State was referring 
in his replies I " 

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 'considered the state
ment that you made on the evidence of the 
Secretarv of State 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 
as 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 constitution 
should onlv mean Governor General with the 
advice of his Minister, should be obtained for 
amending or repeuline: this Act, but WE) cannot 
accept that the I,egislature should be hondi
eappod in this matter by being asked to secure 
the sanction <>f the Governor General At his dis
cretion, SecretarY of State for India or the 
British Parliament.. We consider this right to 
be of such" fundamental chRr.cter as to make 
the details of the Bill much less important. If 
the Indian Legislature of the future is deni"d 
the ri"ht 1..0 to.ke such matteTS into consideration 
.. s may be approved of or permitted by the 
'Govemor General on the advice of his Ministers, 
the :Reserve Bank will be fettered in laying 
down the Currency snd Exch.nge policy of 
India. Unless the matter is cleared up to our 
satisfaction, it will be our dutv to advise the 
Le/!'islature not to proceed with the consideration 
of the Reserve Bank BlIl." 

No satisfactory -reply has been forthcoming 
since the statement WOq handed over. to the 
Chairman. The constitutional position has not 
heen clarified, so I will humhly request the 
Fr 0"'0 not to proMed wit·h the consideration of 
the 1'l p'crve Bank Bill until and unless the 
constitutional position is made clear. 

Freedom 'porn Political Tnfluence, 

The Central Bank is essentially a nation's 
bank and hence it l'rlUst be u 8ui genens it must 
be 8S Indian as the Ganges". It foll~ws from 
this that the proposed bank should be free frOUt 
all foreign influences. As this bank is to control 
the currency and credit of the country, it 1s 
comprehensible .that its working should be kept 
.crupulously free from all sorts of political in
fluence and particularly from the ever changing 
party government, so that any Finance Minister 
may not he tempted to manipulate the currencv 
to the requirements of an unhalanced budget. 

The Bill though oetensibly aima at auch a tale
guard. it does not in fact provide a citadel 
against \,olitical inHuencee. A cursory glance nt 
the various clause. of the Bill reveals that whilo 
Indian political iniluence i. dane away with. 
Briti.h polit.ical influence hR. been introduced. 
which is likely to make t.he Whitehall the con
trollin!! factor of the currency policy of the bank; 
nnd it is feared that the Bank of England may 
assume the role of a dictator. The Governor 
General in Council, which in future constituti'>n 
may mean Governor General at his discretion. 
has heen given power under the Bill to have a 
final voice in the appointment of the Governor 
and the two Deputv GovernOf'!! ond in nominating 
four membera to the Central Board. Thus a 
position of advantage bas been secured to the 
Governor General, who will in future be in " 
position to exercise 35 per cent. of votes in the 
C,m tral Board. 

The Govemor being the Chairman of the Board 
,viII exercise very gr."t power and influence 
over the deliberations of the Board, and thu. 
practically the political influence of the Gover
nor General will he fel t at .v~ry stal(e of tbe 
deliberations of the Central Board. Therefore, 
to say that the Bill eliminates 611 sorts of poli
tical influence is to say that which will not be 
the fact. An ill-P.Onceived reserve bank ""heme 
ie likely to be a source of very great national 
harm If we Gre unnble to keep out all sort. of 
politi<>al influence, the next best alternative i. 
to adopt the scheme of a state bank, SO thRt 
the legis;a!.ure should have a watching eye over 
its working. 

Di8crimination. 

During the course of our deliberationa the 
Chairman had drawn the attention of the 
Committee not to put in anything in the olauees 
of the Bill, which mij!'ht have the app ...... n.e of 
discriminating against Britishers residing in 
J ndia. We were reminded of thepmvisiona in 
the Whit. Paper and the deliheration. of the 
Parliamentary Select Committee regarding dis
criminatorY legislation. I think when snme of 
1IS demanded that 75 per cent. of the share. of 
the bank should be held by Indian nationals and 
that the Central Board should have the ume 
percentage of T ndian directora.te, we were not in 
any way enacting anything, which rna,!, be called 
di.criminntory le!!'isIRtion. It WAS n ,jimple case 
of what in another sphere of le/!islation under 
executive action is known 88 IndirmiRlltion. It 
i. hArdly po •• ihle in India even ..t thi. StaA'8 of 
development. to enact any di .. riminatory lellis
lation against Great Britain. The proclamation 
of Qlleen Victoria of 18li8 wns not a proclamation 
"",hodvin~ .n~ di.~rimin..tion ng'ainKt llrit;"her, 
hut rather it was an announcement that thence
fnrward no discrimination would he uRed 8R1linst 
Indians in securing higher johs in Government 
services, though we know that the pMO'ision8 of 
th"t T>roclamation have not yet been giv ..... effect 
to . though India haR always b .... n till to-da'!' 
trvm~ to !?et out of the discriminato" attitude 
of f.he British ,bureaucraCy in India. If we now 
~vid~ s.fegu ..... d. in our banking legi.lation that 
'" to vltallv affect the economic intere.ts of this 
oountry, we only do so, "" that like the Central 
Rank. of all other countrieR, the Indi"n Centr"l 
Bank may be predominantly Indian in outlook 
in it~ constitution and in it.s· working. ' 

SANT SINGH. 



Besides the other notes of di.sent which I 
have signed with other members I wish to note 
a few more points in which I disagree with the 
majority of my colleague.. I further reserve to 
myoeU the right to movs amendments to the 
Bill on points which are of minor nature and 
which are not noted below. 

1. Should the shareholders .cheme get the 
approval of the House I wouM suggest som~ 
nmendments as an alt.ernative to the scheme of 
75 per cent. reservation for the Nationals. I 
advootite the division of the capital into equal 
parts of CII.I88 A and B shares; A to con.i'st of 
huftdred rupee shares and reserve for Indian 
.ubjec1lo of Hn. Mllj.sty, Class B to be available 
to all tbo .. lDentioned in sub·clause 3. of clause 
"" and the shares being of rupees 500 each. 
Holders of two shares having one vote with a 
maximum of ten votes to each person. 1 have 
suggested the above scheme to meet the demand 
.of market ability and full sale·ability of the 
shares which was greatly stressed in the 
Committee. 

2. The suggestion in our report on clause 8 
that the Governor General should exercise his 
powers of nomination to get representation of 
co-operative banking interest does not satisfy 
we, I would rather recommend a system by 
which the apex banI,s would select a panel of 
three names and then submit it to the Governor 
General in Council who would nominate One of 
the tJl1'ee to the Central Board of the Bank. 

a. The ·power" vested by sub-clause 14 of 
clause 17 in the Bank to borrow money in India 
is aD innovation upon central banking practice 
and in effect an inconceiva.ble 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 
Hcall loan, sell securities, or transfer assets to 
the I.sue Department and thereby get back any 
redundant Inoney that might be in circulation. 
·Therefore horrowing power should be confined to 
places outside India. 

4. Though we h.lVe accepted 40 erores of gold 
'holding on old parity, I strongly object to the 
exclusion of sterling securities from the list of 
the approved securities of the Is.UB Department. 
The advantage accruing from market operation 
in securities in reduring the rote of interest pay
nble on Government accommodation is well 
known. WI.' hAve to borrow money in London 
so often that it is desirable that our credit in 
London should be sustained. If the disastrous 
expericnC'.e of six months before, when Govern
mont nfter successfully floating a loan of Sl per 
eent. in India had to borrow within ten days 
money in London at 4 per cent., is to be guarded 
against and not repeated, it is essenli.l that the 
Bank ahould deal in sterling securities. While 
not insisting upon their inclusion in the e",temal 
assets my proposal to include them in the inter
nal .. R.tS, was al80 turned down. It is .. cold 
comfort to think that the Bank can in Central 
Ihnkinll n.p&rtmont operate in tbis line of 
hu.in.... The prncticp of oentral banking i. to· 
keep t.h. ~ .. t...,. 1" ... t of their holdings in inter
t'hnnR'f'nble ,ecurities. therefore in effect this 
provision wm b. more or Ipas " dead l.tter. I 
"Ill th .. refo .... 1.1t. with no altemat.ive but to .ug
J/<'st th'It t.he whole of the sU'1'lu. profit. dealt 
wit.h in •• dinn 44 should be handed over to the 
Oov .. rnor General in Council in the form of 
t .. rminnhl •• t~rlinR Indian loona fOr rRneeIll\tion. 
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o. If lower ratio is not acceptable to the Gov
ernment under clauses 40 and 41 I advocate the 
omi.sio'.' of these two clau.es, 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 legsl obli
gation to buy or sell exchange at any given 
figure. Maintenance of 1Sd. ratio will be too 
great 11 strain for the Bank and with the first 
adverse or inadequate trade balance its resources 
will be orippled, 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 previsions of section 42 
regarding the inclusion in list of schedule banks 
of only those concerns which have five lakhs of 
c,lpital Dnd reserves. is in my opinion un~C'ienti
fico The Reserve Bank should take into account 
the deposits as well, .. s the compulsory deposit 
in the Bank is dependent upon schedule bank's 
liabilities to the public. The result of the 
present system is to give facilities to Mvsore 
I~dustrinl Bank of Bangalore with a total depo
SIt of forty three thousand and refuse its facili
ties to Bhawanipore Bank of Calcutta which has 
a deposit of more than thirty two Inkhs. I there
fore advocate an· additional qualification in sub
elause 6 to indude all those banks who have a 
deposit 'lccount of more than ten lal.hs in their 
hands. . 

7. In clause 53 I wish to so amend the Indian 
Coinage Act so as to make rupee coins Jegal 
tender up ~ R~. 100 only, and thereby popularise 
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. 

We, the undersigned members of the Joint 
Select Committee, to which the Reserve Bank 
of India Bill of 1\)33 was referred, beg to 
append the following Minute of Dissent to t.he 
;Report that we have signed. 

In our opinion the provision in clause 42 of 
the Bill to the effect that the Scheduled Banks 
should deposit 5 per cent. and 2 per cent. of 
tbeir demand and time liabilities respectively 
-should not be made bv an enactment of tbe 
Legislature, but should be left to the convention 
that would grow up between the Reserve Bank 
and th .. member banb after the Reserve Bank 
is established and working. We desire to point 
out that the banks in India do not ,,,,ntrol 
the monetary position of the people and the 
country and that such deposits will tend to 
lower the dividends of Indian Banks and create 
other difficulties between such hanks and their 
conatituents without nt.tninin~ the object for 
which the deposits are desl,gned. 

Since it hAS nQw been decided b.v the Com
mittee thnt the Reserve Bank should tnke steps 
at the earliest practicable date and in any case 
within three vears of its establishment to brin~ 
the indigen~us bankers into the Reserve 
Bankinll svstem, we consider thnt. only after 
the indigenous bankers. have been linked up 
with the Reserve Bank, the que.tion of 



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

B. K. BASU. 
NlUPENDUANARAYAN SINHA. 
VlDYA SAGAR PANDYA. 
MATHURA PRASAD MEHROTHA. 
RAM SARAN DAS. 
MOHD. AZHAR AU. 

The November 17, 1933. 

We must also give pointed expression to the 
strong and widespread feeling in the country as 
regurds the most important constitutional issue 
affecting this Bill, we meon that "Legislation 
which affects the coinage and currency of the 
.Federation, Or the powers and duties of the 
Federal Heserve Bank in relation to manage
ment of currency and banking" can be under
taken by the Indian Legislature only with the 
consent of the Governor General "given at his 
discretion" I which means, as laid down in the 
White Paper "under the directions of one of 
His Majesty's Principal Secretaries ~f 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 nnd influenoes. 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 a 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 Indilt's credit and 
currencv", for the institution will fail to work 
in India, fOT India, and. by Indians. In 
the event of no •• tisfactory assurance being 
forthcoming, we have no othet option than to 
recommend to the Legislature to insist that the 
Bill be not proceeded with. 

NRIPENDRANARAYAN SINHA. 
H. IMAM. 
VIDYA SAGAR PANDYA. 
B. DAS. 
MATHURA PRASAD MEHROTRA. 
GAYA PRASAD SINGH. 
RAM SARAN DAS. 

'fhe November 17, 1933. 

In the other joint minutes of dissent we have 
set dcwn the major points of disagreement with 
the majority report. We have touched here 
other points that we deem it our duty to hring 
toO the notice of the Assembly. 
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I. In omitting provl8lon of d~finitiO)ll of 
"sterling standard countries" in section 2 tIl) 
the Committee wos infl uenccd bv the pre<j6ure 
of pub lie opinion. The dr~ani of London 
finnnciers to create "sterling B~dnrd coun
tries" sinee EnglRnd and a few other countries 
went off the gold standard in Sept<lmhcr, Hl31, 
hns ended in Bmoke and inspite of Inni"n 
Currencv being tied down to the chariot wheel 
"f .terling under compulsion, India is in no 
mood to Rccept a paper sterling standnm. 
Further, owing to discriminating policies Adopt
ea against India and Indians bvmost of t.he 
Hriti.h Dominions. India has no' desire to 1121" 
those Dominions direct.lv 'nr indiree.tlv in ;'heir 
financial credit and throughout the 'BilI every 
nt.tempt has been mAde to compol the Reserve 
Hank toO denl in sterling secllrities or the Unit<>d 
Kingdom. 

Similarlv, section 4 (r.) hns heen redraft.ed 
to ""cl11a. citi •• no 'of any H1'itish Thlmininn 
which diRcriminAtes Almin_t TnoiAn. t" 11'lld 
sharps "f the Reserve RAnk. It ollght to b. 
orovided that the Governor Genpral in C011neil 
_!mnla notifv in the Gn.eite of Innia alon!! 
with the puhlicat,jn" nf tho ReRo"'" Rnnk ,'"t. I 
the nnmes of ~uch nnmininns tllnt mnftt hA 
(\xclnrlf1JfI. Ronth ft,f"jC':f1 is the rrpnt('~t Rinn"r 
in th;R rp.RPe~t. 'Next ('()m~A CRf'lfHln.. WA 
Rl1!'rreRt thnt the (]<,vpmmenl. of Innin .hollIa 
rtnftolnt 1\ ~mnl1 ("ornmittefl to ('In'111irp if AnR
trn1io Rntl 'Np-w 7,pqlnnil (l'nn rpplhr bE' ni"pn 
prmnl fAPilit,jpq nl<mQ' with t'hp ('iti'7.p'l1~ of thf'! 
TTnlten Kinq(Jnm', Wr .W0111d In,.pff"r I"" thl=' 
,::qke ('I' nqtion!'ll pplf·reF'"cl"t. of Tnnin. t.h(\ nl"i. 
c:pTVP ""'"nK "hOHM. nnf.. h()lt1 ('II!! nj:U:~At~ nf t,hn 
TAf:lllP. nenR..rtment p.t.oeks or 8('curitics of ~l1C':h 
DomirioDs. 

II Our r.ol1eRP"'IIPA 9irn;ng t,he mniol"ity t'('J'lort 
nln~p ~l1blime fAith in thp npRirnhi1if1, o.f n;R
trihvHnn the ,It.", a"n the "nfill. ri.hl. 
nftnrhptl tn tht'm. nlf 'r"rdel11 at flnlIRih1e,. Yet.. 
in t.hp Anmp hl'pnth. th(>y f1hu'ITlnlifv nnil Ah'M' 
lize vnt·E"S of 80 T"f'lT'I," pl!nl"r>holiJ"l'j:I bv pl"ovi(lil1Q' 
Onp. vnh:t fnr a hnlilp,- .of ~ Rhrl',.flCl (\1 lh, 1f'1() 
pn.ch. whi"h Tnpnns t,'h'lt n 11 Ahfl-rphnlrlprR hoM
inq 1 t.n 4 ~nAl'PR ',,"ill nnvP- no v("ltin~ flower. 
T'hP mo~t c1pmMl'nt:c T'I"t),'i~i"n phfl11M h,.,. "nT'll' 
Q'h~n-p. nne V("Itp" nnf' u nnp p"l'~on. nnp vnt('. " 
nllr (':nllpnr!HeR hnvE' h,,"'n mOl'r nn"ll'in11C1' for t.hf": 
,.rmvpnlPn(':eq nl wn1l1ct-h,..·(lir"ct.f)rq tl'Qn ·witl ... n
in'" thp frnnC'hise. 

III. The Joint Committee Report of 1927 
provided for for one Governor And one Deputy 
Governor and specified in the body (of the Hill 
thAt "one of these two ~hall he an Indian ". 
At that time it wa. given out that the first 
Deputy Governor would be an IndiAn who 
would become full-fledged Governor after five 
years. 

We di .... nt from the change agreed to by 
our colleague. that there should be two Deputy 
Governors from the beginning. No Te8l!Ons 
have been adduced that work will be too heavy 
for (.'le Deputy Governor. In 1927 there waR 
a talk of an Thdian Assistant Deputy Governor. 
We nre of opinion thot there .bould be only 
one Deptlty Governor for the pre.ent and that 
he should be an Indian sufficiently young to 
be,'QJTlp. Governor "fter five years. There 8hould 
be nn camouflage of appointment of a .uperan
nuated India!, as Deputy Governor fOl 
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there would then he no eh""ce Of that Indian 
becoming a Governor. 

Vr' e further wish to reoord here the strung 
public f~cling againSt any 1. U. 1>. being ap
pointed vo\'urnor or Deputy Governor of the 
.Hoserve Bank. 1'1", 1 .. eu<ioo. financial Jlolicy 
of CiVlliU[l J"iuance 11CIllbt,rs slumld Stll"VI;: Ut; 

8 grave warning against their inclusion. 
IV. The omission of the word "persons 

after the words "scheduled banks" i8 fraught 
wjLli serious confl.equences· 'ltle beh~ve there 
ore certain firms on the approved list o! the 
Govornm.nt of India today-suoh AS Ha.111s, 
VollturL., otc.-who buy "l.U sell sterling at 
better rates to Government. Not only \there 
i. no loss in rates but this practice has had a 
wholesome check on th~ Exchange Banks who 
will be debarred from combining to put the 
I'oteo high. Section 18 has· been amendell to 
give power of dirt>ct discc·unt to the Bank when 
special oceasion needa it. We wish to ensure 
to the Bank this facility of dealing with oth",' 
"persoos" in normal times. Too much atten
tion hUB been paid to the vested inter •• ts of 
London 8toc.k Brokers and l'~x('iumgc Bunks 
and we strongly urge that the Legislature will 
rectify this omission. 

,. How far Indian States .are entitled to 
consideration from the Hoserve Bnnk depends 
entirely on'lhe sound financial positiou of indi
vidual States. We think it would bea grave 
ri.k if political :consideratioos entitle some 
States such facilities. Knowing as we do the 
instability of life and property m some of these 
!:ltutes, we doubt if the States would be 
prepared to disclose to the authorities of tha 
Ueserve Bank their real financial position. We 
urge that the Iteserve Bank should not work as 
financi.1 agents of any State that doos not 
manage its public finance on sound principles 
and th"t does not possess 8 sound constitu
I,ionol adminisl,ration. 

VI. Onr recommendat.ions for the offer of free 
.. emittance facilities to the Scheduled Banks 
.hould be incorporatod in the Regulations of 
the Reserve Bank and should also form olle 
of the clauses in the agreement of the Rcserve 
Bank with the Imperial Bank. 

VII. The proviso in clause 87 is a make shift 
compromise which gives us little solace. We 
bBve to point out tbat our apprehensions are 
based on the £Oct that 8S the present ratio 
must be maintained by the Reserve Bank tl',e 
nosets of the Issue Department will be frit.tl'red 
awn)' to I<eep up the forced ratio of lSd, 

This point was strongly brought out in the 
eouro. of e"idence before us and the following 
.xtructs" give in a nutshell what the eoup.try 
lell1's. 

.. Sir Purll.llOtamda. Thakllrda8: In any 
.tr ••• or emergen"v is it ir,tended thnt if gold 
i8 reduced in proportion the {oJl.)wing pennlty 
laid down in the section com.. in? It doe. 
not mean parting with gold. 

-Footnote by the Honourable Si,. George Scituate,. 
(OAairman) t 

'l'ht'!1f\ dis(,URlliolis were informal converSAtion. which 
wt-'re only lornll'ly record~d, and circulated in ordor to 
l't'fl'l'.:th thl' InNllory of m~mbel'l. They have not been 
(',hl'('k~d by thosc who took part in the diacu .. ion. and 
cannut be I'f'garded as accurate record.. 

GEORGE SCHUSTER. 

Chairm~" (Bir G<org. Schuster): It might 
mean parting with gold if you go down below 
25 per cent. of your reseur".es. If you go 
down to 20 per cent., you ha ve t.o part. with 
some of your gold. 

S;I Puruslwtamdas 'l'halwrdas: If the Com
mittee decidel1' to fix a figure as the minimum. 
whether it is Bj or 40, then at any rate that 
pnrt of the gold cannot be t'JUl·h,·d. 

Cllairm.n: If it really cannot be ~ucheu, 
we have always said it might just as well be nt 
tho bottom of tile sea· As a mutter of fact 
you might remember thnt you yourself said in 
London that obviously if a cr;.is should occur. 
then it would require purting with gold .. , . 

* '" '" * 
Mr. HOBsain Imam: It should be touched as 

a last resort after exhaustiJlG aU other sources. 
Sir (Jowasji Jchangil': We .desire to have a 

provision that whatever minimum may be put 
down, it shall not be toucbed until aU other i'e
sources are exhausted. 

Chairman: If it is ney.r to be touched, it 
might never be there at aU. It may be neces
sary to use it in the last resort Rnd then to make 
it up again ..... . 

* " • * 
Sir Puru8hotamda. Thakurda.: Is it tbe inten

tion that in order to maintain the ratio''it will be 
permissible to the Reserve Bank to part witb 
its gold? 

Mr. IIo8sain Imam: Yes. 
Sir PUTUBhotamdas '1'kakurdaB: Then that is 

one thin(g against which I want protection. I 
think until tile bank has proved its merit people 
would rather sit on their gold. 

Ohairman: But it would be an absurd position 
to say that once you put gold into the reserves 
it should never be taken out. 1 entirely agree 
as a matter of fact with Sir PurushotamdRs that 
a point would urise 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 jgOt something with which to start; 
but if you tie your hands absolutoly, 1.1 you give 
yourself no latitude, if you lay down in the 
Act that under no con<:eivable circumstances can 
that particular portion be touched, then you 
cannot even use it as a basis perhaps for QlTaDS" 

. ing credits, which might help you to carryon." 
Our considered views are that the minimum 

jgOld reserve of 40 erores should never be touched, 
The proviso in Sec. 87' (1) only strengthens OUl' 
fears that a shareholders' ban)<: with an irrespon
sible Central Board and an :lUtocratic Governor 
(who will nOl' be an Indian from the beginning) 
is not 'the r~l:(t machiery "" establish the credit 
vI lndia in Its best mterests. -

VIII. The right remedy lies in the eurly revi- S •• tion 
.ion of the ratio. 'I'he Indian members of the 49(A)(2). 
London Uommittee shirked this part of their 
responsibility, when tbey stated in the courRe of 
their London Report,-

.. A considerable majority of the Indl"" 
Delegates feel it their dutv to record 
their view that a suitable exchange ratio 
is one of the essential !factors for the 
Buccassfur working of the Reserv; Bank. 
'fhey point out that considerable 
cha~es have occurred in the currency 



1 I 
basis and policies of .. hD08t all the 
COUlltrip.s c>f the world ili the I .... t few 
yeal's. In their view It is for tbe Gov
ernment of India and the Leg,slat'.re 
to eXllmine these and ull the other 
relevant considerations with a view to 
ensuring that the miniI9-um possible 
strain I" -placed 011 tbe currency .ystem 
of India. ". 

The majority report gives some reasons for 
Dlullltenance 01 the present ratio at lSd. The 
new Clallse 4\JA l~) provides tbat tbe Bank 
t wiudl for this purpose will mean the Central 
Huard) when "it is of opinion that international 
-mulletary pusition has become sufficiently clear 
and stable to make it possible to determine what 
will liE: Suitllblt: Us u permanent bu.sis fc.:r the 
Indian monetary B)-stem alld to frame permanent 
nleiJ.:mres fOl" a monetary stundard, it tihall report 
its "iews to tbe Governor General in Council". 
'l'bls does not meet tbe demand of the public 
whicb is for immediate alteration of the ratio. 
The public therefore expects tbe Ventral Roard 
to do its duty to the country witb tbe least 
pos"iLle del~y, so tbat tbe Govemment will be 
compelled to tuke neces.ary· measures for estab
lishing a really suitable ratio and a permanent 
monetary stalldard. 

V'IDYA SAGAR PANDYA. 

B. DAS. 

In addition to the joint note of dissent with 
my oth~r colleagues I regret I cannot see eye 
to eye on tbe following pointe incorporated in 
the Bills-

(1) The Act sball remain in force for 25 years 
and the Legislature will bave no power to 
amend it as members will bave to seek pennis
sion of. tbe Governor General in Council and 
t·he Secretary of State before introducing any 
amendments and such permissioo will ne""r be 
given if it is inconvenient _to tbem [clause 1 (~)]. 
I must, therefore, insist on the Legislature 
retaining power to make alterations on it", own 
initiative. 

(2) There ought to be a limit of Rs. 25,000 
tbe maximum holding' of shares by a single 
sbareholder. In case it is not done the 
capitalists who have tons of money 3I1d are' 
now prepared to invest at about 4 per cent. 
will purcbase shares for lar!:" amounts. They 
will. thus sterili7.o votes and deprive tbe agri
culturists and middle classes of having any 
hund in tbe Bank. This will defeat the very 
object and tbe Bank will soon pass into the 
hands of capitalists. Moreover theY will 
encourage find induce market manipulation SC) 

as to enal,le them to reap large profits by pre
miums thereby brought about. (Clause 4.) 

(3) Instead of five centres tbere ought to be 
seven centres at pla(>es where currency offices 
are located at present, namely, B01Uba.y," 
Calcutta, Madras, Rangoon, Lahore, Cawnpore 
and Karachi. India is a vast country and hence 
tbe analogy of the central banks of otber 
countries does not fit in. Besides there are 
countr~s which have got regional bronches 
and it makes little difference if the number is 
increased from five to seven to se-rve the agri
culturist and industrial portions of Nortbern 

India. Besides the. cha.nge will not incur any 
additional expenses too, raliler it m"y prove to 
be cbeuper in the long run. These eUlTCnl'y 
offices will bave to be m .. intaincd uud.'r the 
present scueme anet so with a little udditioo 
and alteration in tbe stull, can be oasily con
verted into Reserve Bank centres. M()reovet' 
88 these are business ce-ntres they will eave a 
lot from tbe amount wblCb will have to be 
puid in commis.ion to ihe Impen.1 Ballk. No 
expenditure will bRve to be incurred in the 
cOMtrllct-ion of strong rooms and buildings 88 

WtU. (Vlause 6). 

(4) The appointmellt of Governor aud lJeputy 
Governors should be made bv the Oovernor 
Geneml in Council from a pUnel of six men 
recommended bv the directors of the Central 
Board and out' of these three poots, at I~R.t 
two sllould be held by tbe nuti"es ot India 
[Clause 8 (a)]. 

(5.) Out of the four directors nominated by 
the Governor General in Council at least two 
should definitely represent the agriculturnl and 
c<>-operative interests. India being an agnoul
tural country, must bave adequate representa
tion from that class [clause 8 (b»). 

(6) Tbere sbould be ten instead of five elected 
members on Local Boards to give adequate 
representation of different interests, speciaUy 
because tbey will form an electoral college to 
elect directors of the Central Board [Ujause 
9 (fu)]. 

(7) Sub·clause (4) of Clause 11 should be 
omitted. The object of disqualifYing member. 
of the Central and Provincial Legislature. is 
only to avoid political inftuence from tbe Bank. 
But if the Secretary of State and his repre.en
tative the Governor General comes in place. 
more thull the number of tbe clauses of the Bill, 
the very object for which tbis Bub-clause was 
inserted, is defeated. Surely he is tbe bead 
of tbe biggest political party. Besides under 
tbe new reforms number of the members of 
tbe Local and Central Legisl .. ture. will be more 
tban doubled and so we sball be depriving our 
best men from one of the two plac"". The 
director·ship of the Reserve Bank is 8.n engage· 
ment for about 10 to 12 days in a year wbicb 
cun be very easily afforded by members of Legis
latures. 

(8) Tbe directors should elect their own 
t'ha;rman to pr""ide in meetings instead of tb. 
Governor or Deputy Governor who are merely 
executive beads to carry out tbeir decisions. 
This practice i. prevailing in the Imperial 
Bank of India. and there is no reason to depart 
from it [Clause 18(11»). 

(9) The Governor <:'leneral in Council shon!d 
appoint a committee of three or five persona m 
the first instance to issue sbares, make allot
ments of shares and carry out elections vf Local 
and. Central Boards and the day the Boord. are 

. eompletely elected, tbey should retire Butomati
cally. If the whole Board is nominated in the 
first instance- there is every danger of these 
persons fonning a cot<lrie and getting themsel vel 
re-elected [Clause 15 (4)]. 

(10~ 'fhe words "or a provincial CQ·rypera
live Bank" should be inserted after "schedule 
Banke" in sub-clauses 1(a) and (b) of Clause 17 



to enable them to get equal advantages of pur
chaSing. selling and rediscounting bills .arid pro
missory notes which the schedule banks shaU 
derive. The wqrds "or 108n8 and advances" be 
also inserted aiter "cash credit" in '4(e) of the 
lIID1e' elause to give this :faciljtt to co-operative 
institutions. . . 

'(II) Agreement 'with . the 'Imperial Ba.nk oj 
.' . India. 

The terms ollered to the Imperial Bank are 
very much on the side of generosity whiu it 
has not justified by its deeda and are practically 
the same as were offered in 1927·28 Bills inspitil 
of the fnct that it. since then. has taken ad
vantsge of the progress and expansion of five 
~ears m~re. It. has tota.lly refused to make 
advances on immoveable properties and has 
failed hopelessly to satisfy publio expectation. 
in the way of developing a bill market in India: 
it ha. not provided adeq uate finance to industry 
and agriculture; it has practically withdrawn 
its facilitiea to the co.operative institutions and 
failed to develop banking oapital in the country. 
India is a1\ agriculbural country and it was but 
proper to expeot that a quasi-government bank 
which had all t1Ieir resouroes at its dispos .. l. will 
do it •. best to render every possible help. In 
support of this argument I sh .. ll quote two sen
tences from the Central B .. nking Enquiry Com· 
mittee Report (page .148):-

2f 

"The PoUcy of the Imperial Bank of Indi .. 
in regard to the gr .. nt of finaneis! assist· 
ance to some of the proviocis! and 
centrs! eo-operative b .. nks seems of late 
to have undergone a_ defiriite change 
and it is stated that it shows today a 
much smaller measure of readiness to 
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 importanoe to the eo· 
operative movement and that no 
attempt should be made to ourtail' the 
privileges under the rules of the Gov
ernment .of India in this matter". 

Th .. payment of compensation to the Imperial 
Bank for "dis .. ppointed expeot .. tions" was 
m .. de out by the London Committee. The claim 
is unprecedented in the bariking history of the 
world and is preposterous. The agreement with 
the Government under wbich it opened 100 
branches was made for ten years only and 
expired in 1981. It has hence not only exoeeded 
the time of agreement by two years but estab
Ushed its first position in India owing to the 
Government backing .. nd the enormous balances 
held free of interest. 

In my opinion, the future agreement should 
be made on the following conditions if it is toO 
act .. s BOle agent of the Reserve Bank:_ 

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

2. It should get a commission of 1/16th of 
one per cent. on the first Ra. 100 ClOles 

.and 1/82 of ODe per cent. on the 
renuainder. .. 

II. (a) During the firat two.years from that 
:time it sha.ll have one _ free of' 

.. interest and 2 crores at 2 per cent. 
. (b) During the second two 'yeani it ahall ' 

. h .. ve 50 lakbs free of interest and 21-
'. erores I't 2 pet cent. . . . 
'-(,,) During next two y....r... it can have 

.Re. S'arores at a per cent. 
1d) In 8ubsequent years Re. S ClOlea at a 

rate of interest settied by the. Reserve. 
Bank. 

MATHURA PRASAD MEHROTRA. 

The 18th No"ember 1933. 

I have signed the RePort of the Joint Seleet 
Committee appointed to consider the Reserve 
Bank of India Bill. 1938, subject to the follow
ing minuta:-

It is unfortunate. but it cannot be deoied. 
that, so far 88 the Muslim community is con
cerned. it cannot. in the existing conditions in 
India. rest content. with safety, on mere assur
ances on the protection of its interests ill 
securing for it its due weightage in public insti
tutions such as the Reserve Bank. In the 
circumstances, while the introduction of com
munal, or racia.I, controversy in the. measure 
making for the establishment of the Reserve 
Bank is reprehensible, I sha.ll not be doing my 
duty as a Muslim representative from Bangs! if 
I do not express a desire to S89 some provisioD 
made in the me88ur8 for ensuring that the 
Muslim community should be . given adequata 
representation in the Central and Locs! Boards. 
This r<lB8rvation would not have been necessary. 
but discussions affecting the appointmente of 
the Governor and two Deputy Governors have 
led to .. n assuro.nce from the official members 
that provision will be mada for securing one of 
the three appointments for a qualified Indian. 
Muslims would, therpfore, 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 economie condition of 
Muslims, it i. s!BO desirable that there should 
be a definite provision in tho Reserve Bank Act 
ensuring to them representation. 8S has been 
done in the csse of agriculturists, in Central and 
LocaJ Boards. This i. essentis! if the Muslim 
community is nol; to be economically isol.&ted. 

I am .lso opposed to .the imposition of such 
restrictive qualifications on the 9.ppointment of 
the Governor liS in Section 8(1-A). To confine 
the appointment of those with "tested banking 
experience covering a period of nvt les. tha.n five 
years" would exclude many who, without .... tual 
banking experienee. might have unquestioned 
sod authoritative position in the world of com
merce. steps should be taken to see that men 
of acknowledged authority as financiers .re not 
excluded from holding office "" Governor simply 
because they have not served in a bank for five 
years. . 

In regard to the ratio question. I, in common 
wit,h the other. signatories of the Report, accept 
the assurance that it is not the inten~ion of 
the Bill to raise the ratio issue. At the same 
time . I think it wi11 Herve a useful purpose, if. 



I reind it • IIlJ fuuroortf Ictlol1 that It is 
_.....,. that the 00'genlll""" should take 
steps to review the enme policy affecting the 
c~cy. system in Iodia, with a .;~w to prevent 
tHe VIOlent changes that ha .. " been taking place 
h9ih time to !iDiil in the cumncy .~8tem of the 
country. This is not the . Mm," to· Create any 
monetary .uphe.,.al In thll tupee·8teTling sphere, 
but it is in the higbeat·deSd1l"J5 tlJat: "s IlOOII. 

... mon.et!'\'Y ~nditions. '" til.. world show. signa 
?f, staliil\ty,.Bn ~a~ti·'l'. )nquir.v. should be 
mStituted for est.eblishmg IndIa'. currency on a 
OIOund basis in reletion to sterling. 

MAiIJtOOD sullitAwARDY. 
NEW D7!LIQ, 

The 18th November, 1933. 

Ai Uie very ouiSet we desire io hiake it cie .... 
tnat it is "bsolutely essential, for acceptance 
of this Bill, that Governor General in Council 
sbdU tneun only Governor Geher.1 as adv;sed 
by member in cbarge 01 Finarice. lt haa been 
genel'(llJy agreed that the it".en'e Bank should 
be free Iro.m all political influence, both in 
India and England .and if the power is left 
in the hands of tlie 'Governor Gene .... l at his 
di~retion' that will ineap. oniy hili ~eing dictat
ed by the Secretarv 01 S\·"te for India who will 
priJ:aarily be guided by the interests of the 
city .01 tondon. We have not received any 
aSBurllnce from the Government till the signing 
of, the report that they I\CCCpt the above in· 
terpretation about which we made a represen. 
tation to the Chairman of the Joint Commit· 
tee. .Utile.s. the assurance i. forthcdming in 
th.e House we recommended the Bill should not 
be proceeded ~th. 

Slate VB. Shareholder.' Bank: Indian public 
opinion tor varimi. reasons demand Ii. state b~nk 
and it is difficult to realise why the Goveriunent 
is . sO much against the idea. of a. .tate bank 
when they t.hems.lv .. s accepted this very prin. 
ciple of a state bank in 1927. The main 
object of the Indian Reserve .:BlInk should be th~ 
<control and management 01 the cuiTency and 
eredit 01 India to the best interest of the coun· 
try. Almost all the essential powers have been 
centralised in the hands of the Governor General 
in Council in the present Bill. Th~ present 
Bcheme of a shareholders' bank ali embodied in 
this Bill does not achieve . its ma.in. objee.t 
unles. the possibility of the domination by the 
Secretary of i>ta.te is entirely removed. Th .. 
mai" ilbjection, .. so far adva.nced, t.o a state 
bank is . the ditticulty of securing a proper 
Board of ~ireclx>rs, (who would be tree from 
political· Influence. Certainly, the obsta.cle is 
not insurmountable.. Government can easily 
ensure the independence of such a \>oai-d, III 
they do in tbe case of the. highest judiciary in 
the land. The Government'~ own a.ttempt. Ix> 
reorganise the Railway Board. making it free 
from political interference, is a proof positive 
that they can do the Rame thing in the case of 
a st"te bank, if they so desire. If after ·their 
appointment, the dire<;tors are kept free to act 

. in the best interest of the country, we see no 
reason whatsoever why a st .. te bank SMuid 
not be feasible and practicable .. For all these 
reasons we definitely coi:!te to(> the conclusion· 
that, to serve the ~est interest of tne eountrY, 
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th& ,rOpoeed Reserve BM 1Ih000d be" tt.rt.t . 
blli1ll, ablt w~, thetefore, ieeommend for ita 
aocet'tanclio 

,t-'?n.t.ol. b!l.lIdt .. Nl' bom India,..: We fully 
!".atlSe that ~here is.a "ery. slrong j.ublic rool;"8 
m tM. tleuutry tliat th" shares .of the Resorve 
Bank and its co~trol should remaiil int.he hunda 
o! tbe natural born Indians, We agree with .tIhat 
VIew: tlnd wij beli""s th .. t the pilrpose baH been 
attamed by the provisions 01 the amended Bill. 
In .. ?~ to·ensure;th .... object. we lurtb,er. reo 
oomh~end, th~~ ... ~'?venuitent should, ,carehlly 
watch the sItuatIon so ihaf,. . the expeclaiiona 
mil): fiot be lrulitrated.. . .. 

.Lilnitat"07i. 0/ holding Of ,hare,:· We prefer 
to .lix l'I ntmtiIl')um limit for holdin!! of shares. 
o~ lihe iieserv~ Bank at rupees tlwellty thousand, 
WIt!' a vIew to· prev,)nt concentrati<>n of abarei 
ana thereby avoid domination by &: powerful 
few. . 

lAndon Branch: It is our decided Dpinloh 
that tlteReserve BRnk must have R brsncb III 
London from the beginning, to keep it free 
from the domination of the Bank of En~land 
and. als~ ~ provi~e facilities for traininJl of 
Ind~ .. ns In. mtern .. tlonar moneY'· mRrket. BesldeA, 
I~dla, unhke other countries,' Btands On a 
dIfferent footing, inasmuch ... she has to meet 
enormous payments in the shape of Home 
charges. 
. Branche, in India: 011 the question of stdrt
mg of branches in Lahore, Karachi .. nd Cawn. 
pore We keep an open mind anel do not wi.h 
to say anything except tnentioning that thore 
are at present currency offices in all these 
centres involv;ing a large amount 01 expenditlll'e 
alld that offiCIal members of the Committee alao 
~greed .that Reserve Bank branches, il openpd 
In these centres, may not entail a great addi. 
tional expenditure. 

E:tchange Ratio: We have decided Tiews on 
the pre,ent exchange ratio that it is not in the 
hest interest of India, we are, therefore, .mable 
to accept fixation of any ratio by Statute We 
would, therefore, prefer it to be left 'to be 
settled on the teport cif "n Expert Committee 
and which should subsequently be oonlirmed by 
Legislature. . 

Period. Of Agreement With. Imperial Rank: 
The period of agreement WIth the Imperiol 
Bank, in o,!" o'pinion, ahould be 10 yeara, Inotead 
of 15 years, subject to termination on IS yeal'8' 
noti~e . given any time after that period, thu. 
providmg the Imperial Bank with an agreement 
of 15 years certain. We recommend that the 
terms of agreement with the Imperial 
Bank .hould be further scrutinised 
before being finally accepted by the House. 

Buying up Bhar .. by G01Jernm.nt: We are 
also of opinion that Government should have 
the righ~ to buy up all. shares of the Reserve 
Bank alter 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. AZitAR AI,I. 

8. C. MITRA. 



'CluJl'te1 11; C14iUM 4 ~(g cf; ~ • .wrh8 Reme 
.BIIJ1III elliiuld have a biaDch and .' Ii ieparate 
register !If shsreholdere itt LBiiorS alttl; . '.the 

.1Ire1lti liieI>tiOlled in Ii '(t) shoul4 be 80 sp~lit ui! 
that the whole Of the Punjilli; 1t.W.:F.P,,13alu

.chistau, Jammu and Kaahmir, and the Punjab 
~ta~ are~tta~lto this centre· ~he ~at 
JJIlportancli of Lahore fl'om the banking' pOInt 

..,f vie ... may be gathered ~ .. Iohe fei1ol{iD, 
1acts:-

(II) That the centre Of the Manager, Northern 
India branohes of the Imperial Bank I>t India 
haa been shifted from Delhi to Lahore. 

(b) There are in Lahore a large number of 
Indian and exchange banks and the He8Ji 

'Office of more than one important bank. 

(e) The indigenous Banks in the Punjab in-
cluding the Co-operative 'Banks control 
resources of nearly 20 orores. 

(d) The Co·operative movement in the Punjab 
is partioularly strongly developed ,and the ... 
is an extensive ramification of financially sound 
'Co-operative Cent.ral Banks. 

(e) The Punjab, being an important agricul
tural province, where stocking of wheat, cotton 
and oil seeds is widely practised, may need 

,extensive facilities from the Reserve Bank as 
·contemplated in Section 17. 

(j) The clos. proximity (32 miles of Amritsar) 
_ very important commercial centre in Nor
thern lndia where investm.ent lIgapnst stock 
aa well as foreign exchange business is carried 

-on an extensive scale, is a furth61' argumen~ 
in favour of establishment -of a Branch 
of the Reserve Bank at Lahore. 'l'he 
establishment of a branch of the Reserve 
Bank in such an area would inspire ~on
fidence and give an aasurance to the Banks 

,and the Commercial oommunity in this part of 
the country that the Reserve Bank is something 
real and not a phan~m institution functioning 
through the Imperial Bank. Moreover, redis
count facilities to be really effective must be 

,cbtainable at the docr. 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 abeolutely 
nothing in return for compulsory deposits. The 
additional cost on account of a branch in 
Lahore will he !inaonsiderable. The aurrency 
office: now located in Lahore, would no longer 
'be required; and this menns that what is now 
spent on the currency office will be set free 
for the ReservA Bank branch, 'Moreover, I 
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 
rou~hly Rs, 1 lao for Lahore. The opening of 
a branch 01 t,he Reserve Bank there i. likely 
'to reBult in a soving. For a centre BO im
port8nt as Lahore where a branch would not 
mean any beavy additional cost,. "the mere 
agency of the Reserve Bank would not Buffice 
:A Branch is essential. The sMIle argument~ 
apply to opening of a branch at Cawnpore anCI 
,.t Karachi. 

ll'AM SARaN DAS. 

18th NOll, ... ber, 1933. 

In 

'Bdti8,""'C)au8e"· ~and II, 'J feel, tlliDUid bd 
iiibelideil fIJI ftiUows: '- - . , ' 

Delet. iii Clauses 40 and 41 :werds after 
Ha~ a rate" down $0 "'.-upeeIJ. Bub
stitl1/b "at.l. iate to, the fiIed by tbe 
. Go~~tt1nf Gciji'riil iii. t:~l.i.iil·,1 ~. ibjsc' 
.to lIPPiov.u ,01 the Central Legu.latu";: 

. 'b,ll~orjlthe ,;~ti(j Qoiie~ intO fOl'oe." • 
l , ".. ..... ... _.,' .'. . 

. My j,outentlon is that the "auses which pre
vented the London Committee from committing 
the Reserve Bank toa,ny particular limits of eL 

change either in terms of Gold or Sterling, are 
operative even to-day. The Economic situation 
in the world at large is in fact definitely worse 
than it was prior and subsequent to the World 
Economic Conference the period in which the 
London Committee aat for its delibe",tions. 
"The monetary disorga.nisation tb.-oughou~ the 
Forld Aas been, on the inQll!ase; and there is no 
immediate proepect of 'monetary system' 
being reoaat or Btabilised." Some of UB then 
hoped that world forces, then working, wc:uld 
pave brought about the Btabilisation 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 shows that the world 
economic situation doeB not justify binding the 
Reserve Bank to any higher and lower limits of 
ratio so far chead of ite eommencing business. 
,If the proposed limits are the most feasible 
when the Reserve Bank i. about to commenc~ 
business, the Governor General in Council will 
have no difficulty in fixing it and in securing its 
confirmation by the' Central Legislature. On 
the other hand, if conditions are otherwise, the 
Central Legislature will not have fettered itself, 
ond the RawI've Bank 80 far ahead to the 
maintenance of what to all intents and purposes 
must seem fictitious and more OJ' Jess specula
tive rAtes. My amendment, if accepteoJ., 
therefore" makes the. position much easier for 
the Government, and is likely to remove many 
of the genuine doubts and' suspicions of the 
people, I 

RAM SAHAN DAS. 

18th November, 1933. 

In thE! majority Report on Section 42 (0) the 
Central Board is asked to prepare, within three 
years, proposals for the closer linking of agri
cultural enterprise with the machinery of the 
Reserve Bank. n seems to me that the signi
ficance of this principle must be widened and 
,urther ,emphasised. The Oentra~ Banking 
Enquiry Committee have made various sugges
tions for the expansio" of our banking system 
BO as to meet and cater to the needs of industry 
and agriculture; BIld the committee have indi
cated than the Reserve Bank should be the core 
and aentre of the banking system and chould 
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' splution Jar th" ;m.anacmg un.employment 
problem. Agriculture is in a sorry plight and 
also needs immediate assistance. It should, 
therefore, be laid down that the Reserve Bank 
should, on the basis of the Banking Enquiry 



te~~end~ti~, .. put, ,foryvard within. ~e 
yeais, aefuiite propo ... ilii_for adequate facilities 
being ma<le available for industry as 'well as 
agriCllliure •. 

"It". iii "greea 'that the 'citizenS of suoh 
bomi'niollS' as cIa maintain' any measure of dis· 
crimination 'against 'Indians 'should, not be 
allowed equai 'privileges ih 'Indi .. ..- r'maintain 
that' the' IlOwer to -decline allotment· or 'transfers 

totbe ~ationals of BUClb. Dominiona must_t· 
in'the' Central Board . and ,that the resting of· 
sucb power ill any otber authority will be d..., 
Pritbvin~t:the, Cdentral .. Board, of _ ita iegitima.t.e, 
au on y an. power, . 

;RAMBARAN DAB.' 

18t1lNo"",6.r, 19Sa. 
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BILL 

TO 

COII8titule a Rese",e Bank oj 1 nd~. 

WHEREAS it is expedient to constitute a Reserve 
tiank for India to regu1a.te the issue of bank' 
Botes and the keeping of reeerves with a view to 
securing monetary stability in British India 
and generally to onerale the currency and credit 
.ay8tem oj the country 10 ita advantage. 

AND. WBEBEAS in the present disorganisation 
of the monetary systems of the world it is not 
possible to determine what will be suitable as 
a. permanent basis for the Indian monetary 
system; 

BUT WHEREAS it is ~xpedient to make tern· 
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 
~e it possible to frame pel'manent me\'811"6s; 

It is hereby enacted as follows :-

CHAPTER I. 

PmoLTMTNARY. 

L (1) This Act may be called the Reserve Bank 
Short title, extent;' of I~ia Act, 1933. 

-eommencem.ent and .. 
duration. 'III'" 

(2) It extends to the, Whole of British India. 
inoluding British Baluchistan and the Sonthal 
Pargana.s. 

(3) This section shall come into force at once. 
and, the remaining provisions of this Act shall 
<l().1110 into force on such date or dates as the 
Governor General in Council may, by notification 
in the Gazette of India, appoint. 

(4) Thu. Act shall remain in force ,or a period, ' 
of twenty-five years and thereafter until repealed. ' 

I? In this Aot, unless there is anything repug. 
nant! in the subject or 

Definitions. ; context,-
(a) .. the Bank .. means the Reserve Bank, of 

India constituted by this Act; 
* • .• • • * • 

(b) "the Central Board" means the Central (.) 
Board of Directors of t he Bank ; 

* . ' . • • * • 
(c) .. provincial co-operative bank" means (.) 

the prineipal society in a pr0tli1llle which 
is registered or deemed to be registered 
under the Co-operative Societies Act, 
1912, or any other la.w for the time n at 1811, 
being in force in British India relating 
to co_<>perative societies and the 
primary' object of which is the financing 
of the other societies in the province 
which are or are deemed to be so 
registered: 

protJit1,ell. that where there i. no BUCh pri1lll'pal 
BOCitty in a prOtlince the Local GotJem. 
meN may declare any ce1Itral co-opet'IIti ... 
society in that prOtIince 10 be a prOtI'i..aal 
c:o-operative BOCidy within the meani.." 
oJ thi. deJinititm ; 
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(d) "rupee coin" means silver ru~. which 
are legal tender nnder the prOVl810DB of 
the Indian Coinage Act, 1906; and (I) 

(e) "scheduled bank .. _ns a bank included 
in the Second Schedule. 

CHAPTER II. 
INCORPORATION, SIlABB CAPITAL, IUNAOBIlBNT 

AND Bl1SINBS.'. 

8. (1) A Bank to be called the Reserve Bank of 
Establiobment and India shan be oonstituted • 

iooorporation of Reoerve for the purposes of taking 
Be.n& over 1>h. management cf 
the ourrency from the Governor General in Counen 
and of carrying on the business of banki.ng in 
accord .. nce with the provisions of this Act. 

(2) The Bank shall be .. body corporate by the 
name of the Reserve Ba.nk of India, having 
perpetualsucC8ssion and a common seal, and shall 
hy the said name sue and be slled. 

4. (1) The original share capital of the Bank 
. shan be five crores of I' 

. Share cap,tal, sbare re- rupees divided into shares 
lPotere and .barebolders. f h ~--d o one unw., 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 eepara.te issue of sha.res shall 
be made in each of the areas served by those 
registers, as defined in the Fir.t Schedule, and 
ahares shall be transferahle from one register to 
another. 

(3) A shareholder ahan 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 he registered as a. 
shareholder in more than on~ register; and n(> 
person who is not-

(a) domiciled in Ind;" and either on 
Indian 8ubjectof His M"jesly, or a subject 
.of a State in Ind;", or 

(b) a British subject ordincwily resitl.em in 
India and domiciled i1li the United King
dom or in any part of His Majesty'B 
Dominians the gooernment oj which do." 
not discriminate in any way agai1l8l 
Indian subjeCts oj His Majesty, or 

(c) a company registered under the Indian 
'fII onOIS. Companies Act, 1913, or a society re

gistered unde, the Co-operative Societies 
II 011011. Act, 1912, or nny ot".r lnw Jor the time 

being in force in British Ind." relating 
to co-operative soc •• ties or a scheduled 
ba.nk, or a. corporation or company in
corporated by or under an Act of Parlia.
ment or any law for the time being in foreD 
in any part of His Majesty's Dominions 
th. gooernment of which doUI not 
discriminate in any way agai1l8l Indian 
subjects oj His Majesty, and having 
a branch in British India, 

shan be registered as a sharehofder or be entitled 
to payment of any dividend on any share. 

• • • * 
(4) The GovernOr General in Council 8hall. by 

tIOtijiclltiofl in the Gazett. of India, speciJy the 
porl8 oj HiB Maje8ly's dominio ... which 8hall be 
flu'lMAl Jor lhe purposes of cZ"UIles (b) and (c) 0/ 
ittIb"8/lClian (3) to b. the p"rts of His Majesty's 
Dominions in which 110 discrimination aglU1I8I 
Indian 8Ubjects of H 's Majesty ui8t8. 
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. (5) The nominal value of the shares originally 
assigned to the v .... iou. registers shall be as follows. 
lIamely :- . 

(a.) to the Bombay register--one huudred and' 
furIv lakhs of rupees; 

(6) to the Calcutta register-one huncme.t 
IWld lorty-jive lakhs of rupees; 

(0) to the Delhi register-o"" h .. ndred Ii~ 
fifteen lakhs of rupees ; 

(4) to the Madras register-seventy rakhs of' 
rupees; 

(e) to the Rangoon register-thirty lakhs of 
rupees: 

Pt-ovided that 'lot 'he jirBf allot_n' the Iotol 
-nominal ""I"" 01 the 8,.lir"" on the Delh' regimr 
lor whi.h applications are received ia le88· than one 
IoundrBtl and fifteen. Iokh. 01 rupees, the Central 
BOIM'fl·8holl. belore pro.eBtling. to any allotment. 
Iran8ler any 8oor"" not applied. lor up 10 a 
~mum. nominal value 01 thirty-five lakha ot 
rupe"" from that regiate, in two equal portie .... to 
the Bombay and the Cal.utItJ register. 

(6) In allotting the shares .ssigned to a regis
ller, the Central Board'shall, in the first instance. 
allot five shares to each qualified applicant who 
has &pplied for five or more shares; and, if the 
,,"umber of such applicants is greater than one
fifth 01 the total number of shares assigned tothe 
register, shall determine by lot the applicants to 
whom the shares shan be allotted. 

(7) If the number of such applicants is 1_ 
than one-fifth 01 the numper of shares assigned to 
the register, the Centra! Board sh all allot the 
remaining shares jiraUy, up to the limit oj on,.eo. 
half 01 8uch remaining 8hare., to tho •• 
applicant. who hove applied lor lesa tha,. 
five shares, and therealter as to the balance to 
the various applicants in such manner as it may 
lieem fair and equitable, having regard to the 
d.sirability of distributing the shares and the 
voting rights attached to them as widely as possi
ble. 

(8) Notwithstanding.an.ything contain.ed in 8ub • 
• ect ...... (6) and (7), the Central Board .hall reserve 
lor and aUot 10 Government .hares 01 the nominal 
value of t,,'o lakhB and twenty ihoUBand rupees to be 
1oe1d by Government lor disposal at par to DirectorB 
.eeking to obtain the minimum share quaJificat.rm 

'required under .ub-8ection (2) 01 .ection 11. 

(9) If, after an applications have been met 
,in aocordance with the provisions of • sub
sections (II), (:7) and (8), any shares remain 
unanott"d, they .han, notwith.tanding anything 
contained in this section, be allotted to and taken 
up by Government, and shan be sold by th& 

. Governor General, in Council IJ8 soon a. may be, 
0.1> not Ie .. t han par * • ", 10 residents 01 the a"/JB 

. servstl'by, the regiBler c"""erned, . 
, (10) The Governor General ill Council shan bave 
no right to exercise any "ote undor this Act by , 
reason of any· shares * allotted to bim unller 
sub-.ection (8). or under .... b-8ect.o .. (9). 

(11) A Director shall nol dispose 01 <my dareB 
obtained Irom Government ""der the prOt;isionB 

, of BUb-.oeot.01I (8) otherwise .tllan by re-Bale to Govern
ment at par, and Go.,.,."""nt 8haU be entitled to 
re-""rehaB. at par aU .... eh .• hare"heltl by any 

. Director on hi" ""' .. flU I"Jf" "ny tlWBe to hoi" 
, oJlice "" Director. ' 

-'sUD' , 



5. (1) The .h&re capital of the Bank m .. y be 
. . . increased by the Central 

1.....-.. awl reduCtion Board with the previooa 
.. I &bare oap,taI. sanction of the Governor 
General in Council and with the approval oj the 
C..ural LegiBkIture. 

(2) The addiliowll SMru 80 ere<lld. sMll b. (lA). 
fJf the twmi...u val .... 0/ one hundml "'1""8 eacA 
ond shall be G88ig>ted 10 lhe variouo regi$lers in Ik • 
.... me proporIionR as Ih. shores conStituting the 
origi...u .hare capital. 

(3) S"d. additional.hares .hallbe fully p&id up. (I). 
• * * .. nd the price .. t which 
they may be issued shall be fixed by the Central 
Board with the pre""",,, sanction oj the Govel'1l'8 
G .... ral in Council. 

(4) The prom.ioftB 0/ section 4 relaling 10 the (8). 
manner 0/ allotment 0/ the sMres _itwing the 
original share capi'ol .Ml! apply 10 lhe allotment 
oj such additional shares, and existing sMreholders 
shall not enjoy any pre/erential right 10 the allotment 
of .""" additional sMres. 

(S) The share capit .. 1 of the Bank may be (4). 
reduced by the Centr .. 1 Bo .. rd, with the previous 
sanction of the Governor General in Council. 
to such extent .. nd in such manner ... m .. y be 
determined by the Bank in gener .. 1 meeting. 

* • * 6.* • 
• * • 

• Offices, branches and . .* The Bank sh .. ll, as 
agencies. soon .. s may be, est .. blish 
offices in Bombay, Calcutta, Delhi, Madra. and .. 
Rangoon, aBd may establish branches or agencies 
in .. ny other place in India or in Lcmd<m or. 
with the previous sanction of the Governor 
General in C()uncil, elsewhere. 

7. The general superintendence and direction of 
l!anagement the affairs .. nd business of 

. the Bank shall be entrust· 
ed to .. Central Bo .. rd of Directors which may ex· 
ercise all powers .. nd 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 tho following Directors, n&me· ' 
Central Board, and term Iy:-
01 offics of Directors. 

(a) .. Governor .. nd * • • 
. two Deputy Governors, to be appointed 
by the Governor Gentral in Council .. fter 
consideration of the recomme-ndations 
mad~ by the Board in th .. t behalf: 

(6) four Directors to be nominated by the 
Governor Genel .. 1 in Council ; 

(el eight Directors to be elected on behalf 
of the sh&reholders on • the varions 
registers, in the manner provided in 
section 9 .. nd in the following num· 
bers, n&mely:-

(i) for the Bombay register-two 
Directors ; 

(.il for the Calcutt.. register-two 
Directors; 

(iii) for the Delhi register-two 
Directors; 

(itll for. the Madr... register-~)Ue 
DIrector; 

(til for the R&ngo<i~ re~--()ne 
Direotor ; and 
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(d) 011& government official to be nominated v' 
by the Governor General in Council. 

(2) No ?Jer8011 8h411 be appointed (J8 Governo,(lA). 
Unlu8 h • ... a per8Ol& of Ie8Ied banking experience . 
oovering a period of not Ie88 lhan five YeM8. 

(3) The Governor and Deputy Governors shall (2) 
devote their Whole time to the affairs of the Bank • 
and shall receive. such salaries and allowances a~ 
may be determined by the Central Board, with 
the approval of the Governor General in Council. 

(4) A Deputy Governor and the Director (a). 
nominated under clause (d) of sub·section (1) msy 
attend any meeting of the Central Board and take 
part in its deliberations but shall not be imtitled 
to vote: 

Proovided that when the GoVErnor is ahsent· 
a Deputy Governor authorized by him in this 
behalf in writing may vote for him. 

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

A Director nominated under claUB. (b) or elected 
under clause (c) of sub·section (1) shall hold office 
for fi "e years, or thereafter until his 'successor -
shall have been. duly nominated' or elected, and, 
subject to tbe provisions of section 10, shall be 
eligible for re·"ermination or re.election. 

A Director nominated under 
clause (d) of sllb·section (1) shall. hold office during 
the pleasure of the Governor General in Council. 

(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 BoardJo, their specified in the First 
(lODStitutioD and funo- Schedule, and shaU con .. 

. tiona. sist of-

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

(b) not more thsn three members nominated 
by the Central Board from amongst the 
8hareholder8 registered OIl the regiBler for 
lhat area, who may be nominated at any 
time: 

PrJ)l}ided tha! the Central Board shall in exercising 
this power of nomination aim at 8<curing the 
representatioo of territorial or economic inte,..ts not 
already repreBented, and in particular lhe repreBen· 
lotion of agricultural inter .. ts and the inlere8t8 of 
DO-operalive bank8. 

(2) At an election of members of a Local Board 
for any aIea, sny sha·reholder who has been regis
tered on the register for thst area, for a period 
of not less than six month. ending with the dste 
of the election, as holding jive shares sh .. ll have 
one vote, and each shareholder so registered as 
h .. ving more than jive sha.rcs shall have one vote 

. for each jive shares, but subject to .. msximum of 
ten votes,and ... 1ClI tJOte8 ""'y be exercised by proxy 
appointed on each QCCIJ8ion for thaI purpo8e, ,",cA 
proxy being himBelf a .hareholb,r • ..titkd 10 rote 0& 
tA. election and itol being an employee of lhe Bank. 

(3) The member.. of .. Loca.! Board shall hold 
office until they vac'1ote it under sub·section (6) 



n of 1912. 

It 

and, snbject t{) the provisions of section 10, ehall 
be eligible for re-election or re.nomin&tion, M the 
case lIl&y 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 election to be held of members of the Local 
Board concerned, and shall spuiJy a date/rum which 
the ,egi81raticm of tramJers Jrom and to 'he ,egi.ler 
shall b. BURperuled "ntil the elediOll has token 
plac£. 

(5) On the i.sue oJ .....,h diredicm the L<xal (4AI
Board shall give notice oJ the date oJ the elediOll 
and shall publish a liBl of share1wkkrs holdinIJ jive 
or more shares, with the dates 011 which their shares 
were 'egiBtered, and with their regi8lered addres .... 
and Buch lOst .hll be available Jor purcha8e 
not les. than three week~ beJore the date fowl Jor 
the eleelicm. 

(6) The llames oJ the per801&8 elected shall be (8)_ 
notified to the Central Board which .hall thereupon 
proceed to make any nominations permitted by 
clause (b) of sub·section (1) 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 &8SUmed office on that date. 

(7) The elected members of a Local Board shaU, (6)
as soon as may be after they have b6&n elected. 
elect from amongst themselves one or two persons, 
M the case may be, to be Directors representing the 
shareholders on the register for the area for which 
the Board is constituted. 

(8) A Local Board shall advise the Central Board (1)_ 
on such matters as may be generally or specifically 
referred to it and shall perform such duties as the 
Board may, by regula.tions, delegate to it. 

10. (1) No person may be a Director or a 
Qualifications and dis. mem!'"'r of a Local Board 

qualifications of Dirac. who 18 not or has not at 
tors and members of some time been * engaged 
Local Boards. in"-: * agricul~ 
tural, commercial, financial or industrial activi_ 
ties, * .. .. .. .. .. 

(2) No person may bo a Director or a member of 
, a Local Board whl>-

(a) is a salaried 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 8uspended payment' or 
has compounded with his credil<>rs, or 

(c) is Jound lunatic or becomes oJ ,msound (bb)_ 
mind, or 

(d) is an officer or employee of any bank. (c). 
or 

(e) is a directOl of any bank, other than a (d). 
bank which is a society registered or 
deemed to be registered under the Co. 
operative Societies Act,1912, or any other 
law Jor the time being in Jorce in British 
India relatinIJ to co·operati~ societies. 

• * * • • 
(3) No two perl/01l.8 wha are partners oJ the (2,A). 

same fI'Ieffl>ntile firm, or are diroctor8 oJ the same 
private company, or eme oJ whom is the general ag<nI 
oJ or halds a -power 0; procuralicm Jrom the other, 
or Jrom a mercantile jirm oJ which the otMr is a 
partner, mall be Dirtctortl or members at the 8llme 
Local Board at the same time; 
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(4) Nothing in 1IIJb-.ution (1) <w i .. .z......e (a), (8) 
daUBe (d) 0'1' cltJu8e (e) 0/ 1IIJb-.uti"" (2) shall apply 
to the Governor, or to a Deputy Governor or to the ' 
Director nominated under clause (d) of Bub-sec
tion (1) of section 8. 

lL (1) The Governor General in Council may 

R 
_. I d remove from office the 

emovDl. rom an Go D vacation of office. vernor, or a e.puty 
Governor or any normnat .. 

ed or elected Director: 

Provided that in the case of a DirectM nominated 
or elected under clatlBt (b) or clatlBe (e) 01 .ub
sution (1) of Bection 8 t.his power shall be exercised 
only on a resclution passed by the Central Board, 
in that hehalf by a majority consisting' of not . 
less than nine Directors. 

(2), A Director nominated or elected under cla11ll0 
(b) or clause (c) of 8ub-stction (1) 0/ section 8, and 
any member of '" Local Board shall cease to 
hold office if, at any time ",fter six months from 
the datp of hi. nomination or election, * 

* * he is not registered as a 
holder of unencumbered share. of the Bank of a 
nominal value ,of not les. than jive thousand 
ruptes, or if he cease. to hold unencumbered 
share. of that value, and any suck Director shall 
cease to IwUl oJfice il witTwt,t leave from, the 
GooernO'l' General ,in OO'Uncil he absents him.8elf 
from three consecutive meeti'f/{/~ of the Oentra! 
Board_ 

(3) The Governor Genel al in Council shall reo 
move from office any Director, and the Central 
Board shall remove from office any member of a 
Local Board, if such Director or member becomes 
subject to any of the disqualifications specified in 
sub-section (2) or Bub-section (3) of section 10. 

(4) A Director 0'1' member of a Local Board (3.A) 
,emoved or ceasi'f/{/ to hoUl office 'Under thelO'l'ego;ng 
1IIJb.8ections shall not be eligible for ... appointment 
either a8 Director 0'1' a. member of "Local Board 
'Until the expiry 0/ the term fO'l' which hi. appoint-
ment was made. 

(6) The appointment, nomination or election "'s (4) 
Director or member of a Loeal Board of any person 
who is a member of the Indian Legislature or of a. 
local Legislature shall he void, unless, within two 
month8 of the date of his appointment, nomina
tion or el("ction, he ceases to be such member, and, 
if any Director or membel' of " Local Board is 
elect<>d or nominated as a member of any such 
Legislature, he sha 1\ cease to be a Director or memo 
ber of the Local Board as from the date of snoh 
election or nomination. as the oase may be. 

(6) A Direotor may resign hi. office. to the (6) 
Governor General in Council, and a member of a " 
Local Board may resign his office to the Central 
Board, and on the acceptance of the resignation the 
office shall become vacant. 

lao (1) If the Governor or a Deputy Governor 
Casual vacancie. and by infirmity or otherwise .been.... is rendered incapable of 

executing his duties or is absent on lea.ve or other
wise in circulUstances not involving the vacation of 
his appointment, t he Governor General in Council 
may. after r<m8ideroti"" 0/ the recommendations 
made by the Oentral Board in thiB behalf, appoint 
another person to officiate for him, and such 
person may, notwithstanding anything oon. 
tained in clause (d) of Bub·seotion (2) of section 
10. be an officer of the B~nI<. . 

MIlIiLAD 
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(2) If .. nelected Director is for .. ny reMon unablo 
to attend .. particular meeting of the Omtral 
Boaro, the elec~d membelll of the Local Board 
of tile are .. which he repreeents may elect one of 
their number to take his place, and for the pur
poses of that meeting the substitute 80 el~d shall 
h .. ve all the powers of the .. bsent Director . 

• • • • • • 
(3) Where .. ny casual vacancy in the office ofany (') 

member of a Local Board occurs otMrwise thaft 
by the oocurr.~ of a ""camy in tI.. oJfice of a 
Director elected hy tM TAJOOI Board, the ·Central 
BO&rd may nomin&te the,etn any qu .. lified person· 
recommended fly the elected members of the Local 
Board, * • • • • 

(4) WMre any casUal vacamy occur. in tM oJfice (6) 
of a Director oth.r than tM vacancies provided for 
'n sub·section (I). the !JaMmy shall be filled, in 1M 
CIJ8. of a nominated Di,'ector by nomimztion, and 
in tM ca8' of an elected Director by election MId in 
tM manner provided in section 9 for the election of 
Directors: 

Provided that before such election iB. made 1M 
resuUing vacancy ;n tM Local Board and any 
vacancy in tM oJfice of an elected member of Buck. 
Board which may have been filled by a member 
nominated under sub·8ection (3) shall be filled by 
election held as nearly as may be in the manner 
provided in section 9 Jor the election of member •• of 
a Local Board. 

(5) A pmon nominated or elected under thiB (6) 
section to fill a ca8UtJl vacancy shall, subject to tM 
prOV;80 contoined in Bub·section (4), hold office for 
the unezpired portion of the term of hiB predecessor. 

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

M t ' f th Ce tral convened by the Governor ./ •. 
oe IDgs 0 • n tit' t' . h r Board a ea,s 81X lwes In eac 

. year and at least once in 
each quarter. • • • 

(2) Any three Directors may require the (1 • ..1.) 
Governor to tonvene a _ting of tM Oentral I 
Board at any time and 1M Governor ~hall forthwith Y ( 

, convene a meeting accordingly. 
(3) The Governor, or in his absence the Deputy (e) 

Governor authorized by the Governor under the 
proviso to sub·section (4) of sootion 8 to vote for 
him, shall preside at meetings of the Central BoardL 

and, in the event of an equality of votes, shall have ./~ 
a second or casting vote .. 

14. (1) A gsneral meeting (hereinafte,' in this 

Ge _. t· Act referred to as the 
no_ moe rngs. I I . annua genera meetIng) 

shall be held annually at a plmJe where there is an 
office of the Bank within six weeks from the date 
on which the annual· accounts of the Bank are 
closed, and a general meeting may be convened by 
the Central Board at any other time : 

Provided thai the annual general meeting 8haU 
not be Mld· on two consecutive oocasions at anyone 
plmJe. 

(2) Any shareholder shall he entitled to attend 
at any general meeting, and each shateholder who 
hae been registered on any register, for a period 
of not Ie .. than six months ending with the date 
of the meeting, as holding five shares shall have one 
vote, and each shareholder so registered ae h .. ving 
more than fi". shares shall have one vote for each 
five shares, but subject to a maximum of ten 
v('tes ; and such votes may be exercised by proxy." 
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llI. (1) The following provisions shall apply 
First CODIItitution of to the firet constitution of 

,he Central Board. the Central Board, and, 
. . notwithstanding any-

thing contained in section 8, the Central Board 
as constituted in accordance therewith shall be 
deemed to be duly constituted in aco.ordanoo with 
this Act. 

(2) The first Governor and the first Deputy 
Governor or Deputy Governors .haJl be appointed 
by the Governor General in Council on his own 
initiative, and sha.ll receive such sa.laries and sllow. 
ances ... he may determine. . 

(3) The first eight Director. representing the 
ahareholdors on the various registers shall be 
nominated by the Governor General in Council 
Jrom the area •• .,'V,d r .. pectively by those regiolers, ~ 

.. .. .. and tllf Directors BO 
nominated sholl hold office 'until thd,' 811"",,8OTS shall 
hove been duly elected (l8 prot'idpd in Inlb·,ectian (4). 

(4) On the expiry oj each succe~.;i,'e period oj 
twelve monn.. afle,' the 1Iomi,w·tian oj DirectorB 
under sub·section (3) tu'O Directors sholl be elected 
in the manner provided in section 9 until all the 
Directors so nominated h<tve been replaced by \ 
elected Director. holdi7l{/ office in accordance with 
section 8. The regiBlers in respect oj which the 
election i8 to be held shall be selected by kit Jrom 
among the registers .till reprUiented by nominated 
Directors, and lor the purposes oj Buch lot the 
Madras and lIangoon regisler.' shall be treated a8 
iJ they oomprioed one register only. 

16. As soon as may be after the coruruencement 
First constitution of of this Act, t.~e Central 

Local Boards. Board shall dtrect elec-
tions to bo held and may I 

make nominations, in order to constitute Local 
Boards in accordance with the plOvisions of section 
9, and the memhers of such Local Boards shall hold 
office up to the date fixed under sub-section (6) of 
seotion 9, but shall not exercise any right under 
sub-section (7) of that section. 

17. The Bank sh • .I1 be authorized to carryon 
Bnsin... which the and transact thc several 

Bank may transsct. kinds of business herein-
after specified, namely :-

(1) the accepting of money on deposit 
without interest from, and the collection 
of money for, the Secretary of Stat.e 
in Council, the Governor GeneraJ in 
Council, Local Governments, State. in 
India, local aulhorities, banks and an,v_ 
other persons ; 

(2) (a) the purchase, sale and redisoount of 
bills of exchange and promissory notes, 
drawn on and payable in India and 
arising out of bona .fide commercial or 
trade transactions bearing two or more 
good signatures, one of whioh .h,,11 
he that of a scheduled bank, and 
maturing within ninety days from the 
date of Buch purchase or rediscount, 
exclusive of days of grace ; 

(b) the purchase, sale and rediscount of billa 
of exchange and promissory notes • 
drawn and payable in India and 
bearing two or more good signatures, 
one of which shall be that of a 
scheduled bank, or • provincial co
operative bank, and drawn or issued 
for the purpose of finanoing sea
sonal agnoultural ope.rations or the 
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marketing of cropa, and matur
,ing within nine months from the 
date of such purchase or redis
count. exclusive of dsys of grace: 
• • • • • • 

Ie) the purcMse, sale and rediscount of billa 
of exchange and promissgry notes 
drown and payable in Indis and bear
ing the signature of a scheduled 
bank, and issued or drawn for the 
purpose of holding or trading in 
securities of the Government of India 

". or a Local Government, or such securi
ties of StateR in India as may be speci
fied in this behalf by the Governor 
General in Council on the recommen
dation of the Cent,ral Board, and 

. maturing within ninety days from 
the date of such purchase or rediscount, 
exclusive of days of grace; 

(J) (a) the purchase from and .,,1. to Bch&.lult.d 
bank. of .terling in amount. of not 
I ... than the equi""l",t of on"'akh -of 
rupees ; 

(b) the purcho.e, sale and r.di.count of billB 
of exchange (including trMBUry bill,,) 
drawn in or on any plnee ;n the United 
Kingdom and maturing within ninety 
day. from the dale of purcha.e, p1o<ided 
that no BUch purcllO.', .ale or redi.CO'Il1It 
shall be made in India except with a 
Bcheduled bank I and 

(c) the keeping of balances with hank. in 
the United Kingdom; 

(4) the making to State. in India, laca/ autho
rili .. , achoduled bank. and prouOn<;ial 
co-operative bank. of loans and advan
ces, repayable on demand or on 
the expiry of fixed periods not exceeding 
ninety days, against the security of-

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

(b) gold .. or ailveT or documents 
of title to the same ; 

(e) suoh bills of exchange and promis. 
sory notes a. are eligible for purchase 
or rediscount by the Bank :.. .. .. ; 

.. .. .. (a) 

(d) promissory notes of any scheduled. bank (0) 
, or a provinoial co-operative bank, BUp' 
ported by documents of titie 
to goods which have been transferred, 
assigned, * or pledged to 
any such bank as seourily for .. oll8h 
oredit granted for bon Ii fide commercial 
or trade transactions, or for the pur
pose of finanoing seasonal agrioultural 
operations or the marketing of crops: 
• * • * 

(S) the making .. .. to the Governor 
General in Council and to Buch Local 
Government. a8 may hewe Ihe custody and 
management of tI .. ;, own provineial 
revenues of advances repayable in each 
case not later than three months from 
the date of the making of the advance ; 

(6) the issue of demand drafts made payable 
at ita own oJlku <w agenc;" and th .. 
making, issue and circulation of bank. 
post billa" .. if. 
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(7) the purchase and sale of GotJemmenl se· 
ourities oj the UnWed Kingdom matur

. ing within /eft years from the date of 
such purchase, • • • 

(8) the purchase and sale of securities of the 
Government of India • • 
or of a Local Government oj any maturity 
• • • or of" suoh securities of a local authority 
in Brit .. " India or oj .....,.,. States in 
India • • as may be spscified 
in this behalf by the Governor General 
in Council on the recommendation of the 
Central Board: ' 

PrOlJidtd that 8eGUritie8 JuJly flWJranteed as 
" to principal and interest by the Gooernmenl 

oj India, a Local Government, a local 
. autlwrity or a State in India 8/taU be 

de8ned Jm the purp08es oj t"is clause 
"to be s£curities oj 81UJh Government, 
authority or State : 

Frovided Jurther that the amount of such 
securities held at ~ time in the 
Banking Department shall be 80 regulat
ed th .. t-

(al the total v .. lue of suoh seourities shall 
, not exoeed the aggregate amount of 

the sh",re capital of the B .. nk, the I 

Reserve Fund and three.fifths of the 
li&bilities of the Banking Department 
in respect of deposits :" 

• • • 
(b) tho value of such securities maturing 

after one year shall not exceed the 
aggregate amount of the share capital 
of the Bank, the ReRerve Fund and 
two·fifths of the liabilities of the Bank· 
ing Department in respect of deposits ; 
and • 

(e) the value of such securities maturing 
after ten years shall not exceed the 
aggregate amount of the share capital 
of the Bank .. nd the Reserve Fund and 
one·fifth oj the liabilities oj the Ban1cing 
Departmenl in respect oj deposits .-

(9)" the custody of monies, secUl'ities and other 
articles of value, .. nd the collection of the 
proceeds, whether principal, interest or 
dividends, of .. ny such securities; 

(10)" the sal. and realieation of all property, 
whether movable or immovable, which 
may in any way come into the possession 
of tbe B .. nk in satisfaction, or part satis· 
faction, of any of its claims; 

(11) the acting as agent for the Secretary of 
State in emmcll, the Governor General 
in Council or anv Local Government or 
local authority or State in India in the 
tr .. nsaction of any of the following kinds 
of business, namely:-

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

(b) the purohase, sale, transfer and custody 
of bills of exohange, securities or shares 
in any oompany ; 

(e) the oollection of the proceeds, whether 
principal, interest or dividends, of any 
securities or eha.res ; 

lI86'LAD . 
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(d) the remittance of such proceed., at the 
risk of the plincipal, by billa of ex
change payable either in India or eLoe
where ; 

J (e) the management of public debt; 
(II!) the pUTch...., and sale of gold coin and 

bullion; 
(13) the opening of an account with or 1M 

making oj a .. agency agreement wit", and 
the acting ... 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 security 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 out.ide India other than a bank 
which is the principal currency authority 
of any country under the law for the time 
being in force in t hat country : 

Provided further that the total amount of 
such borrowings from persons in India 
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 he incidental to or 
consequential upon the exercise of ita 
powers or the discharge of its duties under 
this Act. 

18. When, in the opinion of the Ceutral Board, 
PoWer of direot dis· or, where the powers and 

oount. functions of the Central 
Board under this section have been deiegated to II 
wmmittee oj the Central Board or to the GovOl'Dor, 
in the opinion of 8uch commit"e or oj the Governor. 
as the ClZ8e may be, a special oe<;lJsiom halt arisen 
making " necessary or expedient that action 
should be taken under this seotion for the purpose 
of regulating credit in the interests of Indian 
trade. ccmmerce, industry and agrioulture, the 
Bank may, notwithstanding any limitation con
tained in sub-clauses (a) and (h) of clause (2) 
or sub-clause (a) or (h) oj clause (3) or clause (4j 
oj section 17,-

(1) purchase. sell or discount any oj the bill8 
oj exchange or promisllOrY notes specifiet/, 
in sub-clause (a) or (b) oj clause (2) or sub
clause (h) oj clause (3) oJ that secticm though 
s'UCh biU or promissory note does not 
bear the signature oj a 8ChedUled bank or 
a provincial co-operative bank; or 

(2) purchase or sell sterling in amounts oj 
nol less than the equivalent oj one laM of 
ntpee8; or 

(3) make loam or advances repayable on 
demand or on the t:lpiry oj fi=l periods 
not excwling ninety days againat the 
various JOfflI8 oj 8CCUrity specijid in 
clause (4) oj that 8eclian : 

Prwib.d that a cmnmittee oj 1M Board, or 1M 
Govemor shall not, save in CQ8C8 oj special 
urgency, autlwrize acticm under this section 
tDit/IuIa ·pMor C01I8Ultation with Ihe Central Board 
aM that i,. aU CIl8es action 80 autho,.izet/, shaU be 
reported to the members oj the Central Board forth
with. 
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19. Save-as otherWise provided in sections ]7,18 
Basin... which the and 45, the Bank may 

Bank. may not transact. not-

(1) engage in trade or otherwise have a direct 
interest in a.ny commeTciaI, industrial. 
or other undertaking, except such intel'6St 
... it may in any way acquire in the 
course of the satisfaction of any of its 
claims: provided that all such interests 
shall he disposed of at the earliest possible 
moment; 

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

(3) advance money on mortgage of, or ether
wise on the security of, immovable pro
perty or documents of title relating 
theret.o, 01' become the owner of immov .. 
able property, except so far as is neces
sary for its own business premises and 
residences for its office-fa a.nd servants; 

(4) make loans or advances; 
(5) draw or accept bills payable otherwise 

than on demand; 
(Ii) allow interest on deposits 01' current

account-so 

CHAPTER III. 

CENTRAL BANKING FUNOTION " 

20. The Bank shall undertake to accept monies 
Obligation of the Bank for account of the Secra .. 

to transact Government tary of State in Council 
b~sineB8. and the Governor General 
in Council and such Local Governments as may 
have the custody and management of their own 
provinc~l revenues, and to make payments up to 
the amount standing to the credit of their .. c
COunts respectively, .. nd to carry out their 
exchange, remittance .. nd other banking opera
tions, including the m .. n .. ~ent of the publio 
debt * * •. 

21. (1) The Governor General in Council .. nd 
Bank to have the right such u.ocal Governments 

to transact Government a.s ma.1..b.ave the custody 
business in India. and maIilgement of their 
own provinc;'1 revenues shall * entrust 
the Bank, on such conditions a. may be agreed 
upon, with all their money, remittance, exchange 
and banking transactions in India .. nd, in: 
partioular, shall depCltit free of interest all their
cash b.·lances with the Bank : 

Provided that nothing in this sub-section shan 
prevent the Governor General in Council or any 
Local Government from c .. rrying on money trans
aotion. * * at pla.e. where the Bank 
has no branches or .. gencies, and the Governor 
General in Council and Local Governments may v.. 
hold at such places such balances .... they m .. y 
reqnire. 

(2) The Governor General in Council .. nd each 
Local Government shan * entrust the Bank, 
en such condit.ions as may be agreed upon, with 
the management of the public debt and with tho 
issue of IlDY new lOa.DS * . • • . 

(3) I" the. e1JenI of any fa, lure 10 reaM a.greetIInIt 
"" the. "M"WimIB referret1 10 ,ft Mia .woO.. 1M 
~ GeMraI i" 00.",,,;1 shall deeide what 1M . 
c:otIditimIB .haII ", 



. (J) A "y agrument unbr 1Ai& IIlCtioIt to wTaia 
1M. Govenwr GeJteral i" Cou1lCiZ i& a party 8M1l 
be laid before tlle Central LegislaJu... fJ8 BOOn fJ8 
may be after it i& f1ItUh 

22. (1) The Bank shan have the sole right to 
.. issue ba",I: _ in 

1I1ght to lOBUe bank not.... B ·t· h India d m . n IS ,an ,y, 
for a period which 8M II be fiud by the GarIt:m<w 
GeIler,,1 in Cou1ICii on the reeomm.endation oJ tlle 
Central Board, issue ~urrency notes of the 
Government of India supplied to it by the 
Governor General in Council, and the provisions 
of this Aet applicable to bank notes shall, unless 
a contrary intention appears, apply to all currency 
notes of the Government of India issued eitber 
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 note. 
snail be construed accordingly. 

(2) On and from the aforesaid date the Governor
General in Council shan not issue any currency 
Il°tes 

23. (1) The issue of bank notes shall be con
ducted by the Bank in an 

l .. ue Department. Issue Department which 
shall be separated and kept wholly distinct from 
the Banking Department, and the assets 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. lor such coin, bullion or securities as are per
mitted by this Act to form part of the Reserve. 

24. Bank notes shall be of the denominational 
Denominations of DoteS. values of five rupees, ten" 

rupees, fifty rupees, one 
hundred rupees, five hundred rupees, one thoU88nd 
rupees and ten thousand rupees, "nl .. 8 otherwiBe 
directed b.'I the Governor General in Cou1lCii on the' 
recommendation 0.' the Central Board. 

25. The design, fQrm and material of bank 
notes shan be such as may 

Form or bank notes. be approv~d by. the Gov-
ernor General in Council 

after con.ideration: t!Jifhe recommendations made by 
t he Central Boar,' -. 

26. (1) Subject to thE> ptovisions of sub-section 
(2), every bank note shall 

Legal tender character be legal tender at. any 
of notes. ._ . B ·t· h India . p,""ce ill rl18 ill 
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 efiect 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. * * * 
Re~issue of DoteS. The Bank shall not re

is&ue bank notes which 
a.re torn, defaced or excessively soiled. 

28. Notwithstanding anything contain&d in any 
enactment or rule of law 

Recovery of.notes loot, to the contrary, no person 
.'olen, mutilated or shall of right be entitled 
imperfect. to recover from the Gov
ernor General in Council or the Bank the value of 
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any ioat, stolen, mutilated or imperfect ourrency 
note of the Government of India or bank note : 
. Provided that the Bank may, with the previous 
&anction of the Goyernor General in Council, pre
scribe the circumstances in and the conditions and 
limitations subject to which the value of such our
rency notes or bank notes may be refunded as of 
grace. . 

29. The Bank shan not be liable to the payment 
Baok esempt from of any stamp duty under 

&tamp duty on bank the Indian Stamp Act, 
DOtes. 1899. in respect of bank II of l8se_ 
notes issued by it. 

30. (1) IJ in 1M opinion oj tSoveNlOr General 
in OOfJ.Jl<JiI the Bank Jails 

Po_.. oJ Gov....... to carry out any oj the obli
G._ ... OotmCil eo galiona imposed on it by 
... perBOdo O.nWaI BIJ<Jfd. _~ .,,_ Act L I 

Of' U'Tt.Uer UKIS " I~ moy, 
by nolifoJation in the Gazette oj India, declare 
the Oentra! Board to be superseded; and thereaJter 
he general superintendence and direction oj the 

afiai .. of tM Bank shall be entrusted to Buch age1l(JY 
.... 1M Gavernor General in O0'U1I(Ji! may de!ermine, 
.... d such agency may exP.rcise the powers and du 
aU ads and things which may be exercised or rUme 
by the Oentrnl Board under this Act. 

(2) WMn action i. lake.,. under this section tke 
Governor Genera! in O0'U1I(Ji! shall cause a full 
report oj the ,*,um-.tances eading to S'/l,Ch action 
and oj the ,."tion taken to be laid beJore tM Oer,tral 
Legislature at the earliest possible opportunity and 
in any case wi/hi,!, three rrwntM Jrom 1M issue oj 
the notification superseding the Board. 

31. No person·in British Indi" other than the 
. Bank or, as expressly 

Jssue of demand b.11s authorized by this Aot. 
and note.. h G Gen I· t e ovemor era. m 
Council sh",n draw, acoept, make cr issue any bill of 
exchange, hundi, promissory note or t'ngagement 
for the payment of money payable to bearer on 
demand, or borroW', owe or take up Bony Bum or 
sums of money on the bills, hundis or notes pay
able to bearer on demand of any such person: 

Provided that cheque. or drafts, including 
hUMis, payable to bearer on demand or otherwise 
may be drawn on .. person's account with .. banker, 
shroff or agent. 

32. (1) Any person contravening the"'provisions 
P It of section 31 shan • 

ona y. • ~ be punishable 
with fine which may extend kJ the amount of the 

• bill, hundi. note or engagement in respeot whereof 
the offence is commJtted. 

(2) No prosecution under this section shan bE> 
~tituted except on oomplaint made by the Bank. 

83. (1) The assets of the I •• ue Department shaU 
Assets of the Isaue De- consist of gold coin, 

partm80t• gold bullion, sterling secu-
rities * • • , rupee coin and rupee-
securities to suoh aggregate amount as is not I.,.., 
than the total of the liabilities of the I .. ue Depart
ment as hereinafter defined. 

(2) Of the total amount of the assets, not less 
than two·fifths shan oonsist of gold ooin, gold I 
bullion or sterling .~curities • • .: 

Provided that the amount of gold ooin and gold 
bullion .hall not at any time be less than Jor'y ~ 
arores of rupees in value. 

(3) 'lhe remainder of the assets shan be held 
in rupee ooin. Government of India rupee seouri
tiss of any maturity and such bills of exohang& 
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and promissory notes. • payable in BritoWl 
India as are eligible for purch...., by the Bank under 
Bub.clause .( ... ) 01 sub-clanse (b) of clause (2) of 
section 17 or under'section 18: 

Provided that the amount he1d 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 rupees, whichever amount 
;. greaJer, or, with the previo/J8 8anction - of lhe 
Governor General in Council, such amount plus a 
8um oj ten crores of rupees. 

(4) For the purposes of this section, gold 
coin and gold bullion shall be valued at 8'47512 
grains of fine ~ per rupee, rupee coin shall be 
valued at its face value, and 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 a.sete 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 tra.nsit may be reckoned as part of 
the assets, 

(6) For the purposes of this section, the 8lerting 
securities * * * whicb may be held as 
part of the assets shall be se~ities of any 
of the following kinds payable in the currency 
of the United K ing.iom, namely :-

(a) balances at the credit of the Issue De. 
partment witb the Bonk of England ; 

(b) bills of exchange bearing two or more 
good signatures and drawn on and 
payable at any place in the Uniua 
Kingd<nn and havirog a maturity not 
exceeding ninety days; 

(r) Government s3curities of the United King. 
dom maturing within fi ve years • • : 

Provided that, for a period of two years from 
the date on which tbis Chapter comes 
into force, * any of such last mentioned 
securities may be securities maturing 
after five years, and the Bank may, at 
any time befQl.'e the expiry of that 
period, dispose of such securities 
notwithstanding anything contained 
in section 17 * 
• • • 

. 34.· (1) 1:he Ii"bilities of the Issue Department 
Liabilitie. of the 188ue shall be an amount equal 

Department. to the total of the amount 
of the currency notes of the Government of India 
and bank notes for th~ time being in circula. 
tion. 

(2) For the purposes of tbia section, any cur. 
rency nots of the Government of India or bank note 
which has not been presented for payment within 
forty years from the 1st day of April follow. 
ing the date of its issue shall be deemed not to 
be in circulation, and the value thereof shall. 
notwithstanding anything contained in sub. 
section (2) of section 23, be paid by the Issue 
Department to the Governor General in Council 
or the Banking Department, as the case may 
be; but any such note, if subsequently presented 
for payment, sball be paid by the Banking De. 
partment, and any such payment in the case 
of a currency note of the _ Government of 
India shall be debited to the Governor General in 
Council. 



8S:0n ih .. date on which this~Chapte~ ·cnmes 
. .. into foroe the IS:sutl" De-

.. ' blit,.M.-eta arulliabi- partment shall take· Over 
,"ties. 
: from· the Governo~ Gene-
,.a,\ in Counciithe liability for all the CUITEonCY notes 
of the Government of India for the time being in 
circulation and the GoverJ!Or General in Counoil 
shall transfer to the Issue Department gold coin, 
·gold hullion,8lerling ..,.,urities * * *, 
rupee coin a.nd rupee securities to such 
aggregate amount as is equal to the total of the 
amount of the liability so transferred. The 
coin, bullion and securities shall be transferred 
in such proportion as to comply with the require
ments of section 33 : 

Provided that the total amount ofthe gold coin, 
gold bullion and .tuling securities * • * 

• so 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 crores of rupoes : 

Provided further that the whole of the gold coin 
and gold bulli<m heU /nJ the Governur General in 
Council in the gold standa·rd r .. e ..... Q.nd the paper 
eurre"cy r .. er"" at lhe time of transfer shall be 80 
trans/erred. 

36. (1) After the close of any financial year 
Method of dealiDg with in which the minimum 

fluotuations in rupee coin amOl!nt of l'upee coin held 
a888ta. in the assets, 8·S shown 
in any of the weekly accounts of the Issue Depart
.ment for that year prescribed under sub-section (1) 
of section 53, is greater than fifty crorts of <"upees 
or one-sixth of tb& total amount of the assets 
as shown in that liccount, whichever may be the 
greater, the Bank may deliver to the Governor 
General in Council rupee coin up to the amount 
of such excess but not without his consent 
exceeding five crore. of rupees, against payment 
of legal tender value in the form of bank notes, 
gold or securities: 

Provided that if the Bank so d",sires and if the 
amount of gold coin, gold bullion and sterling 
securities * • * in the ass~ta docs Dot 
at that time exceed 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 
sterl'ng securities * • • as may be 
held as part of the a.sets under sub-section (6) of 
section 33. 

. (2) After tJ:te alose 01 any financial year in which 
the maximum .. mount of rupee coin held in the 
assets, as sO shown, is Itss t hanflfty crores ofrupees 
or one-sixth of the total amount of the assets, as 
so shown, whichever may be the greater, tho> Gov
ernor General in Council shall delivH to the·Bank 
rupee coin up to the amouut of such deficiency, but 
not without .18 consent exceeding five crores of 
rupees, against payment of legal tender value. 

37. (1) Notwithstanding anything contained in 
. Suspension of a8B8ta the foregoing provisions, 
requirements. the Bank may, with the 
previous sanotion of the Governor General in Coun
oil, for periods not exceeding thirty days in the first 
instance, which may, ivith the like sanction, be 
extended from ti.me to time by p81iods not eXCEed
Ing fifteen days, hold as assets gold coin, gold 
bullion or .terling securiti.. * • * 
of le.s aggregate .. mount than that required by sub
section (2) of section 33 .. nd, whilst the holding is so 
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reduced, the proviso to that lub..-,tioD shall 
cease to be operative: 

ProvidM Ih,., IAe gold coin .. nd gold 6ul1 ..... 
1Jdd /18 8""" .... m 8hall fIoI "" reduced below lit" 
.. mounl 8pecified i,,1Ae protJUo 10 .ub-8ecIion (.e) of 
.eclio" 33 80 lo7lg /18 ""II mrli.., _ .... ilia retnain 
1Jdd .... "cTa /I8.m. , 

(2) In resp"ct of any period during which 
tbe holding of gold coin, gold bullion and BlfJrling 
securities * * * is reduced under 
sub-l!6Ction (I), the Bank shall pay to the 
Governor GenPrai in Council a tax upen the 
amount by wbicb 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 peT cent. per annum when 8uch 
holding exceeds tbirty-two and a half per cent. of 
the total amount of the assetaand of a furth.r 
one and a half per cent. per annum in respect of 
every furthLr decrease of two and a half per cent. 
or part of such decrea.e : 

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

88. The Governor General in Council shan 
undertake not to re.issue 

Obl;gations of G.;>vern. anv rupee coin delivered 
ment and the Bank In res-" . 
pect of rope. coin. ,md61" section 36 nor to 

put into circulation any 
* rupee., except through the Bank and a. pro
vided in that section; and the Bank shall under
take not to dispose of rupee coin otherwise than 
for the purposes of circulation or by delivery 
to the. Governor GenAral in C{)uncil und~r that 
section. 

89. (1) The Bank shall issue rupee coin on 
ObHgat;on to supply demand in exchange for 

different forms of our. b .. nk note. ..nd ourrenoy 
roney. notes of the Govel"nmen~ 

of India, and shall issue 
ourrency notes or bank notes on demand in ex
change' for coin which;s legal tender under the 
Indian Coinage Act, 1906. 

(2) The Bank shall, in exchange for currency 
nQtes or bank notos of five rupees or upwards, 
supply currency notes or bank notes of lower 
value or * • other coins which are legal 
tender under the Indian Coinage Act, 1906, in 
such quanti~ies as may, in th" opinion olthe Bank, 
be req uir6d for cireu (ation ; and the Governor Gene-
ral in Council shall * • • * 
supply such. • ' • • coina 
to the Bank on demand. If the Governor 
General in Council at any time fails to 8UPPly 
... ck co;n8, the Bank shall be released nom its 
obligations to supply the". to the public. 

40.' The Bank shall sell, to any person who 
Obl;gation to seU makes a demand in that 

st .. rling. behalf at ita office in 
Bombay, Calcutta, Delhi, Madras or Rangoon and 
pas. the purchase prioe in legal tender currency, 
sterling for immediate delivery in London, at a 
rate not below one shilling and five pence and forty_ 

, nine sixty-fou: ths of a penny for a rup"" : 
Provided that no person .hall be entitled to 

demand to buy an amount of sterlipg less than 
ten thousand pounds. ' 

4L The Bank .hall buy, fro':" any person who 
Obligation to bay makes a demand in that 

sterling. behalf at its office in 
&mbay, Calcutta, Delhi, Madr8ll or Rangoon, 
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sterling for immediate delivery in London at a 
rate not- higher than one shWjng and aU: 'pence ' 
and three-sixteenths of a penny for a rupee: 

Provided tbat no person shall be entitled to 
demand to sell an amount of stE.rling Ie .. than ten 
tbousand pound. : 

Provitled furiMr that no per807l .MU be enntkd 
to reuive paymen4 .... lo88 /he Banlc is satisfid. thoI 
paymen4 of Ike 8Ie1'li7l1l in London has been fIUUk. 

42. (1) Every bank included in the Second 
Schedule Bhall maintain 

Caoh reeerveo of .ehe· *.. with the * Bank a 
dWeci baD"" to be kept ba/a"",. the amount of 
With the Bauk. hi h _L_n 1~ 

. W C IIWW not at t,,,, 
clo&t. of bu8iness on any day be I ... than five per
cent. of the demand liabi!ilies and two per cent. of. 
IAe time liabilities of Buck bank in India (J8 slwtm! 
in the ,..t .. ", referred to in svb ..... dion (2). 

Ezplanation.-For the purposes oJ this BP.ction 
liabilities .hall not include the paid. up capital or 
,he r .... .,... or any <redi' balance in the profit and 
"". account oJ the banlc or Ike amount of any loa" 

taken from the Reserve Banlc. 
(2) Every scheduled bank shall .dnd to the 

Governor General in Council and to the Bank 
a. * retn.,n signed by two responsible officers 
of .uch bank showing-

iaJ the amounts of its demand and time 
liabilities. respectively, in India, 

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

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

(d) the amounts of advances made and of 
bills di.counted in India., re.pectively, 
and 

(e) the balance held at the Ba.nk, 

at the close of bu8iness on each Friday. or if Friday 
;. a public holiday under the N egoliabl. 1 nslroments 
Ad. 1881, at the close of bu8iness on the next XXVIoi 
working day; and su.cll return .haU be 8ent not 1881. 
later than three days after Ike date to which it 
relates : 

Provided thai where the Banlc is satisfied Ihal 
the furnishing 0/ a. weekly rel'llrn under this sub· 
.ectioll is impracticable in the cose of any selleduled 
ballk by r£/lSon 0/ the geographical position of the 
bank and it. branell •• , the Bank may require flUelI 
banlc to furnish. in lieu of a weekly re'urn a month
ly relurn to 6e disp" Iched not later Ihan fourleen 
days after the elld of the month to wkiell il relale. 
giving the detail. 'p,cijiRd in l1.i. .ub .... eclion in 
respect of BtUh bank at the clORe 0/ bu8ine.s for 
Ihe month. 

(3) If at lhe c/OJIe of bu8ine8S on any,roy before (6) 
the day fixed for the nezt return, the balance heU 
at the Bank by any .cheduled bank is below the 
minimum prescribed in sub·8edion (1). sueh sche· 

. duled ba"k .hall be liable to pay lu the Bank in respect 
oj each sueh day pt'1Ial in! .... '" at a rale three per, 
unto above the bank rate on the amount by whiell 
Ihe balance with the Bank faU. ,hart of the prescribed 
mi .. imum, and if on the day fixed for the "',,'" 
re"'.... sueh balance is still 6elaw Ike preseribed 
mi .. im ........ disrlosed by this return, the rates of 
penal int.rul .hal! ~ i"creased to a ratefivt per cent.' 
above the ba .. k rate in respect of lhat day and eacA 
8Vbseqvent day on which the balance held at Ike Bani; 
at the close of bu8i_ on that day is 6elow Ike pt't!o

leribed minimum. 
}lUG LAD 
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. (4) Any acMduled bank failing 10 oomp" willi (6) 
the pt"OfJi8Wn8 of 8Uh·&eClion (2) sloall ~ liable 10 
pay to 1M 0mJern0r (},uoeral in Council qf to the 
Bank, fJ8 1M case "..ay bo, or to each, a pe.naUy 
of one hundred .upus for each day during meA· 
tM failure conlin ..... 

(0) PM penalties impowl by BUb-BocIioM (3) (6) 
and (4) shall b. pa!lable 0" demand made by Ihe 
Bank, and in 1M evenl of a refusal by tM <lefaulting 
bank to pay on such dem ~nd, may be levied by 
a direction of the principal Civil CQ1.rl loaving 
jurisdiction in the area wMre an office of 1M default
ing ba"k is .it1JlJled, ~uch direction to be mad. only 
'/lp<m application marie in this hehalf to 1M Court 
by !he Governor General in Council in 1M case of 
a failure to make a relurn under 8Uh·8eclion (2) to 
the Governor Gene.ral in Council, or by 1M Bank 
with Ihe previous ,aneliou of 1M Governor General· 
in Oouncil in olhe.,. eaBe8. 

(6) The Governor General in Council shall, by (1) 
notification in the Gazette of India, direct the 
inclusion in the Second Schedule of any bank not 
already so included which carries on the business 
of banking in British India and which-

(a) has a paid.up capital and reserves of an 
aggregate value of not les, tloan five Iakhs_ 
of rupees, and 

(b) is a bank as defined in clause (2) of sectiou 2 
of the Indian Companies Act, 1913, or a 
corporation or a company incorporal6ll by 
or under any law in force in any place 
outside British India, 

and shan by a like notification direct the exclusion 
from that Schedule of any scheduled bank the 
aggregate value of whose paid·up cal!ital and 
reserve becomes at any time less than Jive lakhs 
of rupees, or which goes into liquidation or other· 
wise ceases to carryon banking business. 

43. The Bank ,foall compile and sha/l49A. 
Publication oJ consoli· cause to be published each 

dated statemont by the week a consolidated state· 
Bank. ment showing the aggregate 
of tM amounts under each clause of sub·seclion (2) 
of section 42 exhibited in the returns received from 
scMduled banks under tloat section. 

44. TM Bank may require any prcwincial co. 42B. 
Power to '"!lUi... .... '!Perative bank with w~ich 

turns from co-operative it has any eransactt0n8 
bank". under 8ectiou 17 to furni.h 
tM return referred to in Bub·section (2) of section 42, 
and if it does 80, tM provisions of 8Uh·sections (4) 
and (0) of section 42 shall apply so far as may b. 
to BUch co·operative bank as if it were a scMduled 
bank. . 

45. (1) The Bank shall enter into an agreement'" 
.. with the Imperial Bank of 

Agreement with the India which shall be sub. 
Imp.r ... l Bauk. ject to the approval of the 
Governor General in Oouncil, and shall be express· 
ed to come into force on the date on wWch this 
Chapter comes into force and to remain in force 
forfifteen yeaTS and thereafter ,mtilterminated after 
five year.' notice on eiJher side, and ~hall fllrthrr con· 
taln the provisions set forth in the Third Schedule I 

Provided that tM agreement 8loall be conditional 
on the maintenanee of a sound financial po.ition 
by thelmperial Bank and tloat if, in the opiniou oj 
tM Centra! Board, tM Imperial Bank has failed 
eitMr to fulfil the conditions of tM agreement or to 
maintain a sound financial position, tM Central 

. Board shall make a recommendation to the 
Governor Genera! in Oouncil, and the Governtn"· 
General 'n Ocmncil, after making such furtMT 
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enquiry tJ8 1ae IIIinks jU, may issue ifUtrudions 
~ 1M If1IfJeria/. Bank with reference eit1aer to lhe 
O(/f'Oemenl or to any matter whick in his opinion 
'ntJOllIt8 11ae· 8ec'lJrity of 1M GOIJIl'I"TIITnt1t manies or 
11ae tJ88e18 of 11ae I8/J'1J£ Deparlment in IAe cUBtody 0/ 
'lle If1IfJerial Bank, a'lld in III_ event of t1ae Imperial 
Bank disregarding such ifUtrudions may declare 
the agreement to be terminated. 

(2) The agreement referred to in Bub-Bection (I) 
'h4ll, a. BOon tJ8 may be after it is made, be laid 
be/or. the Central Legi8lature. 

CHAPTER IV. 

GENERAL PROVISIONS. 

46. The G011-.no. General in C""ncil 8h41l .U .• 
ContribuUon by Gov,m. Irans/er to t1ae Bank rupee 

or G, ... ral in Couneil to securili .. 0/ Ihe value 0/ 
/h. Ru,"" Fund. five .rores 0/ rupees to be 
allocated by Ihe Ban k to the Reserve Fl1f1d. 

47. After making provision for bad and doubt· ••• 
All t· f 1 ful debts, depreoiation in 

oca Ion 0 Burp us. 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 
profits of a cumulative dividend at such rate not 
exceeding five per cent. per annum on the share 
oapital as the Governor General in Council 
may fix at the time of the issue of shares, a 
pewlion 0/ the surplus shall be allocated * * -

• • • * • 
•• • • * 

• * * to IAepayment oj an 8 dditional 
dividend to the shareholders calculated 
or the. sc!>le set fr,rth in the Fourth 
Schedule and the balance 0/ t1ae surplua 
.hall be paid to the Governor General 
in Council: 

Provided that if ai any time the Resel've Fund is 
less 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. 

4B. (1) Notwithsta'llding afly/bing conta.'ired 'n UA. 
. the Indian Income-tall: 
Z"""pe 'on of Bank Act, 1922, or any ollaer XI of Iget. 

from in~'.... ond enact_nt/or t1ae time being 
"",. .... caz and profl.tiOR in force relating to i71come~ 
for ded""lion 01 .... ,..,. of ,tao; or ... p ..... m the Bank 
inc ..... • ... on dividend., .hall not be lsdble to pay 

income-toll: or BUper·m 
on a71.y oj its iltcome, 111'Ofits or ga'nII : 

Provided IIIat polking 'n this section 811411 affect 
t1ae liability of any .1I4.eholder in rupect oj ~ncome
loiii or super-m. 

(2) 'For t1ae purposes oj Bection 18 0/ t1ae I'lldian 
I_e./,no; Act, 1922, o'lld of any ot1aer relevant XI of 11122. 
prooision 0/ lhal Act "wling to 11ae le.'Y and refwnd 
oj ,"come-tax any divide'lld paid under .ection 44 
of IIIis ,A::,t .hall be deemed to be "Inter""t on 
Securtties . 
~. The :Bank shall make publio from time to iii. 

time the .tandard rate at 
Publication of bank which it is }>repared to 

raloe. buy or re-discount bills of 
exchange or other commeroial paper eligible for 
purchase under this Aot. 
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SO. (1) Not 1888 than two auditors shall be"· 
elected .. nd their remnne-

AudOOra. r .. tion fixed .. t the annnal 
ner .. 1 meeting. The .. uditors JIl&y be share-_ 

riders hui no Di1'ect.or or ot~er offi.eer of t~. 
o. li 'ble during his contmu .. n<* m 
!~:. Sh:~y t;:'u~it~r shall be eligible (or re_election 
on quitting offiee. 

(Z) The first auditors of the B .. nk may be 
. ted b the Cent.ral Board before the first 

appoli ne!..l meeting and, if so appointed, sh!,ll 
~::f;aolce only until that meeting. All audit-

I t d under this section shall severally be, and 
ors e ec e "1 th fi t I continue to act &8, o.UdltOJ'B untl . e Irs t~nn~& 
general meeting after their respectlve e ec 10ns • 

P 'd dthat anv C&Bual vacancy in the office of 
roVi e • . ct' b fill d any auditor elected under this se lon nmy e e 

by the Central Board. 

51 Without prejudice to anything contained 41. 
• in section 60, the Gov

Appomtmont of speoial ernor Gen~ral in Coun· 
auditors by Government. cil may at any time 
appoint the A.uditor Ge ... ".! or such auditors ... 
he thinks fit to examine and report upon the 
accounts of the Bank. 

52. (1) Every auditor shall be supplied with 48. 
a copy of the annual 

P~wers and duties 01 balanoo.sheet, and it shall 
auditors. be his duty to examine 
the same, together with the accounts and voucher. 
relating thereto ; and every auditor shall have a list 
delivered to him of all books kept by the Bank, 
and shall at .. ll reasonable times have access to the 
book., accounts and other documents of the Bank, 
.. nd 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 per.ons to .... i.t him in investigating 
such accounts, and may, in relation to suoh 
account., examine any Director or officer of the 
Bank. 

(2) The auditors shall make .. "l'port to the 
.hareholders or to the Governor Gener .. l in 
Council, ... the C&Be may be. upon the annual 
bamnoo.sheet and acoounts, and in every such 
report they shall state whether, in their opinion. 
th .. balance.sheet is .. full .. nd fair balance·sheet 
containing all necessary particulars and properly 
dr .. wn up so as to exhibit a true and correct view 
of the state of the Bank's affairs, and, in case 
they have called for any explanation 01' informa
tion from the Central Board, whether it h&B been 
given and whether it is satiBfactory. Any such 
report made to the shareholders shall oe relOd, 
together with the report of the Centr,,1 Board, at 
the annual general meeting. 

53. (1) The Bank shall prepare and transmit 41 
to the Governor Genere.! J 

Beturns. in Council a weekly 
.. coount 6f the Issue Department and of the Bank
ing Department in the form set out in the Fifth 
Schedule or in such other form as the Governor 
General in Council may, by notification in the 
Gazette of India, prescribe. The Governor 
General in Council shall cause these acoounts to 
be published weekly in the Gazette of India.. 

(2) The Bank shall also, within two mont" • 
. from the date on which the annual accounts of the 
Bank are closed, transmit to the Governor General 
in Counoil a oopy of the annual accounts signed 
by the Governor, the Deputy Governors and the 
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"Chief Accounting Offi.,... of the Bank, and cierti. 
fied by the auditors, logr1h..- ","h a repon by u.. 
Cenlral Board on Iho u;orHr.g o/Ihe Bank "'rotll/i
out tho yea" and the GovpmOl GeIlt.l'a1 in Council, 
eba.ll cause such accounts and tq>Of1 to bl>' pub- " 
lisbed in the Gazette of Iniia. " 

(3) The Bank eba.ll also, within two months 
from the date on which the annual accounts of the" 
Bank are doeed, transmit to the Governor-General 
in Council a statement showing the nome, addr ..... 
and occupation of, and the number of shares held 
by. each share holder ofthe Bank. 

54_ (1) The Bank sholl, at u.e ea,lwl practicah14 4'A. 
. date and in any caso wilA-
Boporlo"" IlIe Bank. in Ihree years from u.e 

date on tehicla llais Chapter cinn.. into force, 
filii}" 10 tho Governor ao"eral in Council a report, 
tDitA fW01108als, i/ it tAinks fit, for legislation, Oft 

"'%llowing matters, .. amely "~ 

(a) 'ho eztt.nsion o/'he prtnJisions oj "'is A", 
rekding 10 scheduled banks 10 PO'SOM and 
fiT"'" fIOt being scheduled banks, engaged 
i71 British India in the bvsi7!fs, 0/ bank
ing, and 

(b) the e8lobli.hmenl 0/ a Ru,al Credil Depart. 
",e.,t 0/ the Bank or the crealion 0/ 0""" 
machinery for effecting a clos..- conmction 
between agricultural enlerpriBe and u.e 
opuations 0/ the Bank. 

(2) When the Bank'is 0/ opi"ion" tha' the inter
national moneta,y po8ition has become 81JJJiciently 
c!4a, and .table 10 make it possible 10 deIe ..... i"" 
what u-ill be ouitable a. a ~"t bas.. for the 
Indian monetary 'y_ and t<J frame permanent 
measures for a monetary lIIandard iI shall reJ!Orl 
its view. 10 tAe GotJe,n<>r General in COt/mil. 

55. (1) The Local B081d of any area may at any 60. 

P to "d 1 time lequire any share
ower reqwre ec... h Id h' "--' ration as to ownership of 0 ar W 0 18 regJ8tel~ 

registered ohare.. on the register for that 
area to furnish to the 

Local Board within a specified time, not being 
less than thirty days, .. declaration, in such form 
8S the Central Board may by regulations pres
cribe, giving particulars of a.Il shares on the said 
register of which he is the owner" 

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

(3) If any person required to make a declaration 
under sub-section (1) fails to make such declara
tion within the specified time, the Local Board may 
make an pntry 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 regist.ered in his 
name on that r<giBter. 

(4) Whoever makes a false statement in any 
declaration furnished by him under sub·secHon (1) 
sha.ll be deemed to have committed the offence of 
giving false evidence defined in section 191 of the 
Indian Penal Code, and shall be punishable under 
the second paragraph of section 193 of that Cod ... nvof USe,; 

(5) Until Looal Board.8 hote been currlllituted Uftder 
sedion 9 lhe power8 0/ a Local Board. tinder this 
section .hoU be u.rciBed by t1ae Cemral IJoard i .. 
r.&pecI of .... y area /(11' which .. Local Board has ",., 
~ conI!Iitv4ed. 

MU5 LAD. 
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56. (1) Nothing in the l04iao Companies Act, 11. 
VII 011811. 1913, shall applv to thl! 

Li'laidatiOll 0( &h. Bank· Bank, and the Jiank shall 
not he placed In - -

Iiquldatlon save 6y ordu of thE Governor Cknera1 
in Council and In such manner loS be m~ 
direct. • 

(9) In lUIlh ovent the Rella ..... Pund and lur
plu.o _to, if any, of the Ba.nk .hall be dividEd 
between the GoverJlQl' Gene.a.1 in Counoil and the 
sha1'1lhelders in the proportion of seventy-five pet' 
oent. and twenty-five per cent., resp"ctlvely : 

PrtnJided thaI 1M Iolal amount 'P"1I"ble /0 a"Y 
aha ... holder unbr thi4 aec4i<m shall not __ ell ~ 
ptJi4.up !Jal ... o/the sTwres Mid by him by more than 
OIIe per cent. for ... ch II"" after tlHl _"",-..I of 
11114 Act B1¥>ject '" II lnIJZimu". ol'wentl/Jive per cent, 

51, (I) The Cl>ntrall\oard may, with tbf. PI1l- It. 
J'owe. $I ~ c ... ,,,,, vious o!lnction ohhe Gov

Boord to _ko regula!· ernor General in Council. 
tiona. make regula.tions con
sistent with this Aot to provide for all matt ... s for 
which provision is nece .. arv or convenient for the 
purpose of giving effect to the provisiollB of this 
Act. 

(2) In pa.rticular and without prejudice to the 
generality of the foregoing provision, such regul .... 
tions may provide for all or any of the following 
matters, namely :-;-

(a) the holding a.nd conduct of elections under 
this Act, including, il tho Central Board 
thinks fit, provisions for the holding of 
any elections according to the principle 
of proportional representation by mea.ns 
of the single transferable vote; 

(b) th.. final d~cision of doubts or disputes 
regarding the qualifications of candidates 
for election or regarding the validity of 
elections; 

(e) the maintenance of the share register, 
the manner in which and the condi
tions subject· to which shares may be 
held a.nd transferred, and, generallv, 
all matters relating to the right. snd 
duties of shareholders; 

(d) the manner in whioh general meetings 
shall be convened, the procedure 
to be followed thereat and the manner 
in which votes may he exercisE,d ; 

(e) the mallJll'r in which notices may be 
served on behalf of the Bank upon 
shareholders or other pel sons ;. 

(J) the mannel' in which the business of the 
Central Board shall be transacted, and 
the pro04'dure to be followed at meetings 
thereof; 

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

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

(0) the formation of Committees of the Central 
BOald, the delegatio.. of powers anll 
functions of the Central Board to such 
Committees, and the cond\K't of 
business in 8uoh Committees; 

(J") the constitution and management of· 
8tall and superannuation funds for the 
officers and Bt:rvants of the Bank ; 
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. (.I:.) tile maDDer .. nil form in which contracts 
binding on the Bank may be executed ; 

ill the provision of an official seal of the 
. ~~nk and the Dl:"IlI?-er ~nd effe~. '!f 

~ve use ; 
fM) the _ and form in which the llalance

.heet of the Bank shall be drawn up. and 
in which the """ounts shall be main
tained; 

t.) #1oe~,?,,"" Di..-_ ..., 'hf JJa..r.; (_) 
(lJ) the !'eIatioM of the .c1wluled b<mks (mmm) 

wi'~ !he .B<mk ...a the ... 1um8 to be BUb-
""tIeII by the .clIeduk4 ban'" to the Ba1l1: ; 

(P) Moe ... gulaltoD oj ~1I{/-AOIIoIU /0' (mm ..... ) 
. fAa .ekod.ue.i baIIl:3 ; 

(qj the cir:oumstances in which. and the con- ( .. ) 
ditions and limitations subject to which. 
the value of any lost. stolen. mutilated 
or imperfect ourrency note of the Govern. 
ment of India or b~ notll may be 
refunded; and 

(r) genera.liy. for the efficient conduct of the (0) 
business of the Ba.nk. 

(3) Cop'e. of all regulations made 'Under this 
secti01l shall be available to the public on payment. 

68. In the India.n Coinage Act. 1906. for sec- m 011906. 
tion II the following sec- 63. 

Amendment of Act m tion shall be substituted. 
of 1906. I 

namey:-

.. II. Gold coins. coined at His·Majesty·s Royal 
Domonetisation of HOve. Mint i;" t Engtlanblish~ ord!ot 

reign and half-Bovereign. any nun es a. e In 
pursua·nce of a proclama

tion of ru. Majesty as a branch of His Majesty'" 
Royal Mint. shall not be legal tender in British 
India in payment or on account. but such coins 
shan Le received by the Reserve Bank of India at 
its offices. branclou and agencies in India at the 
bullion value of such coins calculated .. t the rate 
of 8·47512 grains troy of fine gold per rupee." 

59. The Indian Paper Currency Act. 1923, the X of 1928. 
R oaIa Indian Paper CUl'rency ~I of 

. ep. (Amendment) Act, 1923. 1923, 
the Indian Paper Currency (AIIlendment) Act, 
1925, and the Currency Act, 1927. are hereby IT of 19211. 
repealed. IV of 1927. 
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TIm FIRST SCHEDULE • 

. ~Su secticm 4.] 
A:RBAs SeVED BY THB VAJIlOt/8 SHABII RBoI8TBB8. 

I. The WESTERN AREA, served by tile BOMBAY Register, shall oonsist of-
the Bombay Presidency including Sind, the Centra.! Provinces, Berar, Hyderabad, Baroda, Khalrpur. 

the Western India States. the Central India States (including Makrai but excluding Rewah and 
other States of . Bundelkba.nd and Baghelkhand). the Gujerat States. Kolhapur .nd the Deooaa 
States. 

II. The EASTERN AREA. served by the CALCUTTA Register. shall consist of -
tho :Bengal Presidency, Bihar and Oriasa. Assam. SiWdm. Manip If. Oooeh-Behar, Tripura, the Eaatera 

States. Rewah and other States of Bundelkhand and Baghelkhand. and the Khasi States. 
m. ·.rhe NORTHERN AREA. served by the DELHI Register, shall consist ol-

the United Provinces, Delhi. the Punjab, the North-West Frontier Province. Ajmer-Merwara. Balu
chistan. Kashmir, the Punjab States excluding Khairpur, the Simla Hill States. DujlWllO, 
Pataudi. Kalsia. Rampur. Tehri-Garhwal, Benaros. the Rajputaua States inoluding Palanpur 
and Danta. Gwalior, Khaniadbana. Kalat. Las Bela, Hunza. Nagir, Amb. Chitra!, nir, Phulera 
and Swat. 

IV. The SOUTHERN AREA. served by the MADRAS Register. shall consist ol
the Madras Presidency, Coorg, Mysore and the Madras States. 

V. The BURMA AREA, served by the RANGOON Repter, shall consist of
B=, the Andamao and Nicobar Islands, Bawlake, Kantarawadi, and Kyebogyi. 

THE SECOND SCHEDULE. 

[S"" Bection 42 aM section 2 (e).] 
SOHIIDVLIID BAlfIS. 

Ajodbia Bank, Fyzabad. 
Allahabad Bank. 
American Express Company Incorporated. 
Banco Nacional Ult,·amaJino. 
Bangalol'e Bank. 
Bank of Baroda. 
Bank of Behar. 
Bank of Chettinad, Madras. 
Bank of Hindustan, Madras. 
Bank of India, Bombay. 

'" • 
Bank of Mysore. 
Bank of Taiwan. 

* 

Bank of Upper Burma. 
• .. 

BenareB Bank. 
Bengal Central Bank . .. .. 
Bhagwan Das & Co., Dehra Dun . .. * .. .. 
Canara Bank. .. .. 

* .. 
.. 

C. ntral Bank of India. 
Chartered Bank of India, Australia and China. .. .. .. 

.. • .. 
Comptoir National d'Escompte de Paria. 
Eastern Bank. .. .. .. 
Grindlay and Company. 
Hongkong and Sha!,ghai Banking Corporation. 
Imperial Bank of India. 
Imperial Bank of PerAi\/>. 
Indian Bank, Mad,·as. 
Industrial Bank of Western India. Ahmedabad. 

Jalpaiguri Banking and Trading Corporation. 
Karna.ni Industrial Bank. .. .. .. 
Lloyds Bank. .. .. .. 
Mercantile Bank of India. 
Mitsui"Bank, Bombay. 
Mufiassil,Bank, Gorakhpur. 
* * ' * .. • .. 
National Bank of India. 
National City Bank of New York. 
Nederlandsche Indische Handels-bank. 
Nederlandsche Handel-Maatschappij. 
Nedungadi Bank, Calicut • 
Oudh Commercial Bank. 
PetJPleiJ' Bank oJ Northern India. 

• • .. 
P. and O. Banking Corporation. .. . . 

-Punjab and Sind Bank, Amritsar. 
Punjab Co-operative Bank, Amritoar. 
Punjab National Bank, Lahore. .. 
• 
• 

• 
• .. 

.. .-.. 
Simla Banking and Industrial Company • .. 
.. 

.. .. .. .. 
Thomas Cook'" Sons . .. .. .. 
Travancoro Nati!)nal Bank, TiruvaJIa. 
Union Bank of India. Bombay. 
U. Rai Gyaw Thoo and Co., Akyab. 
Yoitoit&nur. Specie Bank. 
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:mE THIRD SCHEDULE. 

(S .. _tion 46.) 

Pr0rMi<m8 10 be contained in 1M agreetne1It 6etUJeen 1M R_ Ba.nk 0/ India and 1M Imperial Bank o/Indf<I. 

1. The Imperial BIIdlk of India shall be the sole agent of the Reserve BIIdlk of India at all places in 
British India where .. ... .. there is a branch of the Imperial BIIdlk of India which toaB in e.ri8tence 
at 1M comme~ o/IM Reserve Bank 0/ India Act, 1933, and there is no br&l\ch of the Banking Depart
ment of the Reserve Bank of India. 

2. In consideration of the performance at 1M places re/erred 10 in claU86 1 by the Imperial Bank of 
India on behalf of the Reserve BIIdlk of India of the functions which the Imperial BIIdlk of India waa per. 
forming on behalf of ~e Governor General in Council .. .. .. before the coming into force of ,the 
Reserve Bank of India Act, 1933, the Reserve BIIdlk of India shall po., to the Imperial Bank of India /JB 

rem"neration a BUm which s1w.U be /Of' the ji,Bt ten yea'8 during which t/ .. 8 lJg7'eernent is ... force a commiesiOQ 
caloulated at one.8lxIuntA 0/ one per cent. on the jirst 260 crores and one tkirly.seccnul 0/ one per cent. on Ihs 
,emainder 0/ the total of the receipte and disbursemente dealt with annually on account of Government 
by the Imperial Bank of India on behalf of the Reserve BIIdlk of India. At the dose 0/ tke 84id ten year8 
1M r .... " ... ration 10 be paid by the Rese,."e Bank 0/ India 10 the Imperial Bank 0/ India lor tke per/orrtIa'1IClIi 
0/ thr.8. /"nctions s1w.U be retJi8ed and 1M ~""eration lor the /lifl8Uing ji11ll year8 81w.U be determined on 1M 
basis 0/ the adual co8t 10 1M Imperial Bank 0/ India, /JB a8ct!irlained by ezperl a.cwwnting "'11Il8f.igtJtioll. 0/ pe'. 
forming 1M 84id /unctions. The ' .... " ... ration so determtned slud.l tkereafte, be subject to retJi8ion in like "",n..., 
at the end 0/ each period 0/ji11llyear8 80 long 118 tkis agrtl!iml!int remains in /oree. 1/ any diBpv.te arises between 
the Rest,."e Bank 0/ India and the Imperial Bank 0/ India 118.10 1M amount o/IM 84id rem" ... ration the maUt!ir 
81w.U be re/emod lor jinal dec....". 10 the G011IlmDr G .... ral in Counetl who ""'11 ,equire from 1M Imperial 
Bank 8'UCh ',,/ormation and ""'y order 8'Ilch accounting investigation 118 he tkinks jit. 

3. In consideration 0/ the "",intenance by the Imperial Bank 0/ India 0/ branches not leas in number 
than those existing at the commetu:ement of the Reserve BIIdlk of India Act, 1933, the Reserve Bank of 
India shall, ""Wthe ezpiry 0/ ji/tem years from 1M wming lnIo force 0/ tkis agreement, "",ke 10 1M lm'Derial 
Bank 0/ India tk. /oUawing payments, namely:-

Ca) during the first five years 0/ tkis agreernent-4li ... Iak1as 0/ I'IIptt8 per an .. "m ; 
(b) during the next five years o/IM agreement-Biz lakhs 0/ I'IIptt8 per ann_ ; and 
(e) during the next five years o/IM 1Jg7'eeme:nt----/our lakhs 0/ I'IIptt8 per ann_; .. 

(d) .. • .. .. .. 
4. The Imperial Bank of India shall not without the ,-pproval of the Reserve Bank of India open 

ILDY branch in substitution for a branch existing at the time this agreement comes into {oroe.- - . 

THE FOURTH SCHEDULE. 

(See 8ecIion 47.) 

Scale 0/ additional dividend payable 10 8horeho7.der8. 

A. If the maximum rate of dividend fixed under section 47 is five per centum and so long as the sham 
IlapitaJ of the Bank is five CroreB of rupees-

(1) if the surplus doas not exoeed four orores of rupees-Nil ; 

(2) if the surplus exoeeds four crores of rupees-

(a) out of suoh exoeas up to the firet one and a half crores of ru~ fraction equal to one-. 
sixtieth ; 

(b) out of &Boh suocesaive additional exoess up to one and a half crores of rupees-one·half of the 
fraction payable out of the next previous one and a half crores of exceas : 

Provided that the additional dividend shall be a multiple of one.eighth of one per cent. on the share 
oapital, the amount of the surplus allocated thereto being rounded up or down to the nesrest 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 fractiolL 
of one·sixtieth shall be incressed in the ratio of the differenoe between six: and the fixed rate to unity. 

C. When the original &hare capital of the Bank has been inores.sed or reduoed, the said fraction or 
'one·ai:rtieth shall b. inoreaaed or diminished in proportion to the inorease or reduction of the sham 
capital. 

M86LAD 
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'mE FIFTH SCHEDULE. 

(See 8ee1io" 63.) 

RBS:sBVB BAlIK o. hlDJA • 

.Aft ACC<l1lnt pursuant 10 1M Res_ Bani: oj IflditJ Act, 1933, Jor I~ wed et\diflg 011 1M 

IssvB DBPABTIIBNT. 

44,01 

Bank Notes held in f.b8 BIIIIklng ~ .... 
Bank Notes in circulation 

Total Bank Notes iamed 

Government of India Notes in cirouI&tion • 

A.,eII. 

A. Gold ooiD ""d bullion
(a) held in India 
(b) held oateide India 
Suniing B80uritiao • • • 

Total of A 

B. Rupee ooiD 
Government of India rupee ..mtiee 
InterDal billa of """hallge ""d other CIOIDJDIIr. 

cia! papw • • • • .• • --ToW Liabilities • Total~ • 

Ratio of total of A-to liabilities per cent. 

Dated the day of 19 

BAmtIl!IG DBPABTMBNT. 

Liabilities. Assels. 

Be. R .. 

Oapital paid up N_ • • • • 
:Reserve FuDd Rupee coin · . 
Deposi_ Subsidiary coin • • • • ~ 

(a) GOV81'IllDeDt Billa~ 

(b) Bauka • • • • • (a) InterDal • • • • • • 
(e) Others • • • . - (b) Extomal • • • • • • • 

Bills payable • • • • (e) GOV8rllm8Dt of India Tre&aury Billa • 
QUier liabilities • • • • • BalaDo08 held abroad • • • • • 

LoaDS and adV8DC88 to the Gov«tDW8Dt • • 
Other loaD& and adVIID_ • • • • 
Inveotmmita • • • • 
Other....ta • • -. • • 

Dated the day of 19 



GOVElUmEN'l 01' INDIA. 

LEGISLATIVE ASSEMBLY 
DEPARTMENT. 

:Report of the Joint Committee on' 
the Bill to constitute a Reserve 
Bank of India, with the Bill .aiJ' 
amended. 



LEGISLATIVE ASSEMBLY. 

W., the undersigned, memben of the Joint 
Committee to which the Bill to amend the Imperial 
Bank of Jndia Act waa referred, have considered 
tI,e Bill and have now the honour to SJbmi~ this 
our Report, with the Billaa amended by us 
annexed thereto. 

2. We first met in Simla on the 19th September 
1933 to elect our Che.irman and ""ttl. s"me pr~li
minary points of procedure. We then met in 
New Delhi and eat continuously from the 23rd 
Ootober until 16th November, 1933. 

3. The clawoes of the Bill have been renum
bered but the original numbering wbicb it is 
found convenient to retain in tbe Report haa Leen 
reproduced in the margin of the Bill aa now 
printed. 

4. We deal below with the Bill clause by claU&..~ 

Clause 2.-We bave made a verbal alteration 
bere. 

Clall.e 4 (2).-This deals with seotion 10 (2) 
of the Imperial Banil of Jndia Act. We see no 
reason for the retention of sub-section (2) (b) of 
that section relating to the opening of new branches 
beoaus. it seems to us to be sufficiently covered 
by provision 3 of tbe Third Schedule to the Re· 
aerve Bank Bill. . 

We also consider that there should be some 
provision on the analogy of sub·section (2) (a) 
giving the Governor General in Council power to 
terminate the agreement between tbe Reserve 
Bank and tbe Imperial Bank if the latter should 
not maintain a astisfact.ory financial pOllition or 
if tbere sbould be a bre&<'h of tbe agreement 
between th .. two. We consider, however, that tbe 
place t.o provide for this is in the Reserve Bank 
Bill and bave added an amendment accordingly 
to clause 43 of that Bill. We therefore recom· 
mend tbe abolition of the whole of section 10 (2) 
of the Imperial Bank of India Act. 

Clause 6A .. -We have made two minor amend· 
menta-

(1) consequential on the oml9$lOn of the 
Explanation in section 13 of the Act 
proposed in claus. 6 of this Bill, and 

(2) adding to the definition of" co-operative 
eo.i.ties" in view of the fact that there 
are now several Provincial Acta dealing 
with suclt socieu... 

CIa .... 6B.-We collllider it deoirable that the 
Imperial Bank of In>lia should follow the 88me 
practice aa ordinary companies in submitting it. 
principal register of shareholders to the officer 
:who perform. the duty of registration of com
p!nies under the In~ Companies Act, 1Q13. 

Claw. ,. A.-We consider that the title" Gover
nor .. shoulel in future be reserved to the Governor 
and Deputy Governors of the Reserve Bank and 
that the words •• Managing Director", "Deputy 
Director" and "Director" should be substituted 
for the words .. Managing Governor ", .. Deputy 
Govemor JJ ann U Governor" wherever they 
appear in the Imperial Bank Act. 

Clau.se 9.-We recommend the following amend· 
ments in section 28 of the Act which deals with 
the composition of the Central Board :-

(1) With the abolition or reduction of the 
Directors nominated by Government 
the Board will be too small to ensure 
effective representation of aU the interests 
concerned and we recommend that a 
third Director sbould he elected by each 
Local Board to represent it, in addition 
to the President and Vice-President. 

. (2) To ensure the representation of interests 
which might otherwise be unrepresented, 
pr:marily agricultural, the Governor 
General in Council should retain the 
right to nominate Directors t,o a number 
not exceeding two. This right need not 
be exercised if these intere:ats Becure 
representation through election. 

(3) Jn view of the important Government 
financial interests involved, Government 
should maintain a liaison officer in place 
of the . Government officer who is at 
present a Governor of the Bank. This 
officer should be entitled to attend all 
Board meetings-though without any 
right to vote--&nd to be supplied with 
all the information which he mav desire 
as to the Bank's affain, Though we 

, recognise that in future the relationship 
of the Imperial Bank will b. primarily 
with the Reserve Bank and not with 
Government, we collllider tqat such an 
officer is ne""""""'Y and that he .mol!ld 
be appointed by Government and not 
by the Reserve Bank. 

CIa .... 10A.-We have made some amendments 
consequential on our amendment in 7 A. 

We have made a verbal amendment to make 
section 31 (1) (e) clearer. 

CIa .... 11.-We considered a suggestion that 
the Imperial Bank of India should be authorised 
to make direct advances against immoveable 
property. In support of this suggestion it waa 
pointed out to us that at present the Bank was in 
the habit of making advances upon the security 
of immoveable property as collateral and. that in 



certain cases these advan""" are allowed to become 
in effect advances on the security of immoveahle 
property. We consider that it should not be . 
the business of the Imperial Bank to make ad
vances on the II6C1Jrity of immoveable property aa 
such a practice might involve locking up its 
funds in a manner inconsistent with its functions 
and liabilities as a deposit Bank. We do not 
therefore accept the 8uggestion to enlarge the 
powere of the Bank in this respect. If, however, 
this principle ie accepted then it must be consis
tently observed not only in the letter but in the 
spirit. We should consider it an abuse of thie 
principle if the Bank were in any case to make 
advances which although they might nominally' 
be made within the limits laid down and on approv
ed securities were nevertheless really made not on 
such justification but in reliance on the possibility 
of taIP-ng charges on immoveable property aa 
collateral. We consider that it shonld be one of 
the duties of the Government liaieon officer nomi
nated under clause 9 of the Bill to watch whether 
there ie any abuse by the Bank of the powers in 
the manner described above and to report the 
matter to the Government of India for such action 
as may be necessary. 

We also considered in thie connection a proposal 
to provide in the Act for the making of advances 
against promissory notes of Central Co-operative 
Banks. We did not think it necessary to make 
any such specific provision as we were assured 
by the representative of the Imperial Bank who 
appeared before us that legitinrate business of 
this kind was covered by th.ir present powere 
to give fixed advances against two-name paper. 

OlaUBe 11 (1) (a).-We have made an addition 
to enable the Bank to hold share. of the Reserve 
Bank of India which they as a schednled bank will 
be permitted to do by clause 4 (3) (e) of the Reserve 
Bank Bill. 

Suh-claUBe (e).-After discussion with other 
bankers, the representatives of the Imperial 
Bank agreed to delete fully paid shares of com
panie. with limited liability from the proposed 
sub·clause (iii a) and we have amended the 
sub·clause accordingly with a further consequen
tiaJ amendment in su.\l.c1ause (d). 

Suh.claUBe (cc).-We have made drafting amend
ments to make the present position. clearer. 

Sub'c/aUBe (d).-Vide COlUment on sub.clause 
(e). 

Suh.cla'u8e (ee).-In ,the Reserve Bank Bill we 
have recommended an amendment to enable 
advances to be made to finance seasonal a.gricul
tural opera.tions for a maximum Period of nine 
months as aga.inst six, the period indicated in 
the original Bill. The Imperial Bank wished to 
have a similar latitude and we agree that thie is 
desirable. • 

Suh·claUBe (1111).-This power haa been given at 
the request of the Imperial Bank of India. 

Suh.claUB. (l).-Vide comment on sub·clause 
(ee). 

Sub-clause (l.A).-Vide comment on suh-clause 
(ee). 
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Sub·cla_ (2}-t1ide comment on su b-elause 
(ee). This drafting amendment haa been 
made at the instance of the rep ....... ntative8 of 
the Imperial Bank to make the position clearer. 

0la_l1.A.-The amendment in this clause hal 
been made at the instance of the representative 
of the Imperial Bank of India with a view to 
~g rcgnla.tion 9 more easily workable in 
practice. 

Clam. 12.-We do not agree that the Bank 
should have the power whieh the Bill in its original 
iorm would have given them to decline to register 
the tl'8DBfer of fully paid eharee. This is not a 
right which we consider it desirable that they or 
any limited liability company should possess. 

Clam" l3.-We have made a verbal amend
ment: 

Olauee l6.-We have made a verbal amendment 
and substituted. the word .. Director .. for 
II Governor" wherever it appears-twe comments 
on clause 7A. 

Olame n.-We have added a sub-clauso to 
bring the procedure for the requisition of special 
meetings into accot'd with that prescribed in the 
Companies Act by fixing a limit within which the 
Directors must summon a meeting, failing which 
the shareholders will be able to convene one them
selves. In this clause we have alBo made conse
quential alteratioDB necessitated by the amend
ment proposed in clause 7A_ 

Clam" 19.-We have made amendments conse
quential on the amendments proposed in clause 
7A. 

Olam. 20.-We have made amendmente conse
quential on our recommendation in clause 9 
relating to the nomination of Directors by the 
Governor General in Council. 

Suh-clame (e).-We have made an alteration at 
the instance of the representa.tives of the Bank 
to m .. ke it clearer how the limitation on simult
aneous memberehip of the Central or Local 
Boards should apply. 

Ola_ 2l.-Here too we have made an amend. 
ment consequential on the retention of nominated 
Directore suggested in clause 9. We have also 
made alterations oonsequential on our recom
mendation in clause 7 A. 

Clam" 22.-The Central Board of the Imperial 
Bank has represented to us that it is inconvenient 
to hold meetings of the Central Board as frequent
ly aa once in every three months. We have 
amended the period to four months accordingly 
but have provided that there shan be four 
meetings during the year. We have made other 
amendments of a drafting nature to make clearer 
the intention of thie section and to carry out the 
alterations indicated by UB in clause 7 A. 

0la'Ulle 23.-We have made provision here for 
the election of the third member of the Local 
Boards which we have recommended in clause 9. 
We have also omitted the proviso aa unneceaegrily 



reatriotive. In aub-clause (2) we have also pro
posed two minor amendments with tbe object of 
mp,king the intention clearer. 

(J/aua. 26.-We have added thls routine power 
at the request of tbe representativee of tbe lmpe· 

. rial Bank. We have also made a verbal 
amendment consequentiaJ on our recommendation 
in clause 7A. 
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. Cfq, .... 30.-We do not consider it ..... onable 
that thls should be restricted to British India 
.and have substituted .. India " accordingly. 

5. The Bill W80S published in tbe Gazette of 
India dated the 16th September, 1933. We think 
that the Bill h80S not been so altared 80S to require 
re'publication, and we recommend that it be 
passed 80S now· amended. 

GEORGE SCHUSTER. 

COWASJT JEHANGffi. 

*SANT SINGH. 

MOHD. YAMIN KHAN. 

HOMI MEHTA. 

G. NARAYANASWAMI CHETTY. 

L. HUDSON. 

J. S. HENDERSON. 

S. R. PANDIT. 

S. R. M. ANNAMALAI CHETTY. 

S. M. PADSHAH. 

MAHMOOD SUHRAWARDY. 

CHARANJIT SINGH. 

MOHD. HAYAT NOON. 

*B. K. BASU. 

*NRIPENDRANARAYAN SINHA. 

*MATHURA PRABAD MEHROTRA. 

S. C. MITRA. 

BHUPUT SING. 

ABDULLA.AL.MAMUN SUHRAWARDY. 

GAYA PRASAD SINGH. 

MOHD. AZHAR ALI. 

*HOSSAIN IMAM. 

NIHAL SINGH. 

RAM SARA..." DAB. 

VIDYA SAGAR PANDYA. 

B. DAB. 

J. B. TAYLOR. 



MINUTES OF DISSENT. 

We, the undersigned membe... of the Joint 
Committee, to wbich tbe Imperial Bank of India 
(Amendment) Bill of 1933 was referred, beg 
to append tbe following Minute of Dissent to tbe 
Report tbat we have signed. 

As regards clause 9 of tbe Bill, we are of opinion 
that in section 28 (i) power sbould be given to tbe 
Local Boards to elect an alternate member in tbe 
place of anyone of tbe membe ... of such Local 
Boards, wbo may not be able to attend any parti
cular meeting of the Central Board, -instead of 

November 17, 1913. 

I dissent from the suggestion of the Committe 
in the final draft that loans should not be advanced 
on the security of immoveable property. The 
Committee first decided by the majority of votes 
that such loans should be advanoed but this 
question waS allowed to be re·opened on the 16th 
November on the representation of the Imperial 
Bank at a time the draft report was being dis· 
cuBBed. The Joint Committee then reversed its 
own findiog. Tile procedure of re·opening the 
question was unique in this case, as my suggestion 
of re-opening the question, that out of the two 
posts of a Governor and a Deputy Governor one 
should go to Indian, was ruled out of order. 

The recommendation in prohibiting the Imperial 
Bank from advancing loaDS on the security of 
immoveable property has placed the landlods at 
the mercy of Bohras an1 other money-lending 
claBBe. who charge exhorbitant rate of interest, 
sometimes amounting to 30 to 40 per cent. As a 
result of this e ,horbitant rate, the land is passing 
very quickly from landlords to money-lenders, 
and the price of land has fallen by an amount of 
50 per cent. 

There are no land mortgage banks functioning 
in the manner the Central Banking Enquiry 
Committee recommended. Wherever these 
mortgage banks exist. they are ineffective. 

H the advances on the security of landed pro
perty may not be made for a longer period, which 
I strongly urge, they should at least be made for 

-a period of 6 to 9 months as contemplated in clause 
11 (1) (e) of the Bill. Even this short period loan 
will tend to lower the local rate of interest and will 
give great relief to the landlords and specially in 
Bengal and other parts of India where lands are 
sold in default of payment by a day only. 

Now I come to the agriculturists who get their 
help mainly through Co·operative institutions. 
The Imperial Bank unfortunately has withdrawn 
and is daily curtaUing ita facilities to these insti
tutiODS. This fact was fully brought out in the 

the provision of electing.an additional member .. 
.uggested in the Report. 

We further desire that the power of nomination 
given to the Governor General in Councll in 800. 
tion 28 (ill) should J>e made mandatory, and the 
word .. may .. should be changed into .. shall ". 

We also desire that sub-clause (iii) of section 28 
should bo deleted and power may be reserved to 
the Central Board to permit the Secretaries of 
the Local Boards to attend the meetings of the 
Central Board to give such information that the 
Cent .... l Board may require. 

B.K.BASU. 
NRIPENDRANARAYAN SINHA. 
H. IMAM. 
MATHURA PRASAD MEHROTRA. 

evidence before the Central Banking Enquiry 
Committee. 

The Secretary, Madras Central Bank, Ltd., in 
his evidence said :-

.. The Imperial Bank of India is virtually 
withdrawing the existing cash credit 
fac:Iities on the banking of co-operative 
paper." 

The Managing Director, Bombay Provincial 
Co-operative Bank, &aid :-

"The Imperial Bank of India's policy in 
regard to the grant of credit.. to the 
co-operative movement has undergone a 
change for the worse recently." (Page 
103). 

The Bombay Provincial Banking Committee 
Report (pages 177-78) states :-

"It- was brought to onr notice that the 
Provincal Bank, for the last 12 yeara had 
a cash credit of RB. 8 lace from the 
Imperial Bank which had not bren of 
much use but which served as an ultimate 
fluid reserve. This was curtailed some 
two yeara ago and has now been stopped 
altogether." 

The Honorary Secretary of the All· India Co
operative Institutes Association, Bombay, in !WI 
memorandum submitted (pages 77-78, Vol. II) as 
follows :-

"For eometime, the Imperial Bank used to 
grsnt credits to Co-operative Banks but 
of late the poIiey has ..ru.nged for· the 
worse and the credits have been reduced, 
stopped and in eome cases only allowed 
on hard terms ..........•... As things 
stand at present, therefore, the Imperial 
Bank is not serviceable to the Co-opcra
tive Banks." 



The Central Banking Inquiry Committee on 
the above evidence made the following observ ... 
tiOll& :-

.. The policy of the Imperial Bank of India 
in regard to the grant of financial 1ISIIis· 
tance to some of the provincial and cen· 
tral co-operative banks 800ms of late to 
have undergone a definite change; and 
it ie steted that it ab,ows to-day a much 
smaller meaeure of readiness to help 
them than it used to do in the past ...•.. 
The ultimate result, th""fo ...... of the 
action of the Imperial Bank will prohahly 
be to make money dearer to the agricol. 
turiste. •••••. .... We feel that the 
change of policy to which we have 
referred ie unfortunate, eepeciaIIy at a 
time wh.n the co-operative movement ie 
growing in vitality and is extending the 
scope of ite usefulness, towards the social 

We, the undersigned, are of opinion that there 
8hoold be a clear and definite provision in the 
Imperial Bank (Amendment) Bill of 1933 to 
the eJfect that the Imperial Bank ahoold be 
authorieed to make advances on the mortgage of 
immoveable properties. The prel!eDt position of 
land· owning c1a1lSe8 throughout the country owing 
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and eoonomic uplift; of the rural popola
tion and when ita financial needs are, 
therefore, likely to increase rapidly." 

It ie evident that the preeent policy of the 
Imperial Bank ie detrimental to the intereete of 
both the landlords and the agricolturiste who form 
about 85 per cent. of the popolation of this country. 
In such important mattere verbal &IIS1lr&Ilce8 

have no foroe. There ahoold be stetutory pro. 
vision for such assistance. I, therefore, reoom· 
mend that a definite eub·clause (vii) ha added in 
Schedole I (a) 88 clause II (tId) of the Bill :-,-

.. Pronotee of the Co-operative Credit Societies 
regietered under Act II of 1912 or by 
an other law for the time being in force 
in British India relating to co-operative 
societieB. " 

There is no juetification in giving special faciIi· 
tiee to the Imperial Bank, if it refuses to assist 
agricultural intereste in this country. 

MATHURA PRASAD MEBROTRA. 

to continued eoonomic depression has come to 
such a p8B8 that it i. highly incumbent upon the 
legislature to enact ouch a provision to afford 
them some relief othe.twise the disaster which may 
oveltoke them will have serious repercussions on 
the Government of the oountry. 0" 0 

NRIPENDRANARAYA..'i SINHA. 
S.ANT SINGH. 
HOSSAIN IMAM. 



[As AJlBRDBD BY>rBlI JOlNT CoIUII'1"l'BB.] 

(Wardl pdDlod In ItaUeo Inllioalo the .... eDdmeah 
1tIIPIIe4 Q Iha Committee.) 

(WMre tile ~ orldteting '- 60 .. eAangecI tile 
J- .... mber. or '-...... tndicaI«l ;,. tile rig'" 
hand tnMVifo.) 

A 

BILL 

llurl1oef< to ..... ...., the 1mp"';"l BfJ"" oj 1nd;" ./lei, 
1920, Jor certai,. purpoau. 

WlIERlIAS by reason of the constitution of the 
Reserve Bank of India it is expedient further to 
amend the Imperial Ba.nk of India Act, 1920, ~xn of 
in order to modify the control of the Governor 112. 
General in Council over the management of the 

. Bank, to remove certain restrictions on the 
transaction of business by the Bank, and to 
provide for an agreement between the Bank and 
the Reseryn Bank of India; It is hereby ena.cted 
8sfollow8 :-

L (1) This Act may be called the Imperial 
Short title and oom. - Bank of India. (Amend. 

mODeemont. ment) Act, 1933. 
(2) It shall come into force on such da.te as the 

Governor General in Council may, by notification 
in the Gazette of India, appoint. 

S!. After clauEe (.) of section 2 of ·the Imperial 
. Ba.nk of India Act, 1920 XLVlI ., 

Amendment of Boot.on (h~reina.fter refern.d to as 11120. 
lI, Act XLVn of 1920. the said Act), the follow. 
ing clause sha.ll be inserted, namely :-

U (it) I secreta.ry; and I deputy secretary' 
mean, respectively, fJ secretary and 
treasurer and II deputy sec1·eta.ry and 
treasurer of the Bank." 

8. Section 9 of the said Act is bereby repealed' 
Repeal of sooti"" 9, Aot 

:u,Yn of 1920. 

4. (1) In sub.section (1) of section 10 of the 
Amendment of sootiOD said Act,-

10, Aot XLYn of 1920. 

(fJ) for the words "the Secreta.ry of State 
for India in Council" tbe words "the 
Reserve Ba.nk of India" shall be 
substituted; 

(6) in clause (i), the words .. to act as banker 
for, and" shall be omitted, and after 
the word "securities" the WOI dB II &8 

agent for the Reserve Bank of India" 
shall be inserted ; and 

(e) in clause (ii), for the words .. th~ Govern. 
ment .. tbe words" the Reserv0 Bank of 
India" sball be substituttd. 

(2). Sub-section (2) of the same section * • 
• • • • • shall be omitted_ 

Ii. In clause (fJ) of section 12 of th6 said Act, 
after tbe words .. at BUch 

Amendment of sootion places" the words 
Ill, Aot XLYn of 1920. ", whetber in India or 

elsewhere," shall be inserted. 
e 8. In sub-section (1) of section 13 of th& said 

Am dm t of 
__ ~, . Act, after the .... orw.. .. in 

en en ...:oo.;w.OJl Ind' .. th rds" 11, Aol XLYn of 1920. • 1a . e '11'0 or 
&lsewhere" .hall be in-

serted, and the Explanation after Rub-_" 42) 
lIl1all DB omitted. 

MlOt LAD 
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1. I" 6WiJm 13A o! tAe ulid Act, ~ ~ .... 
A_ 0/ ...,..... .. as tlefifltll, i" BtdiOft 13 

l1A, Ad XLYIi 0/1920 •• 1UJ/l be omitted, aM of16 
'he words o..a figures .. Oo·operotive Socie!iu Act, 
1912," Ihe words" or ony other law!or tAe Ii ..... 
being i" !orce in British I..aiG r.u.ting 10 
Il(HIpero!i"e societiu " shall be i718erled •. 

8. To .. olion 20 0' the said Act lhe 10Uowing fB. 
Ammdmen' 0/.- BUb·s.dian.1uJ/l be atltkd, 

10, Ad XLV II 0/1920. n.amay:-
.. (3) A copy 01 the priMipaI regiBler of .hore· 

holder •• hall be compiktl withi" 30 ooy. 
after the tla!e 01 the firB! ordinary ge ... roI 
meeting in eodo year a..a BhoU be jiWJ 
forthwith with the oJJi.cer performing the 
duty 01 regfB!rotion 01 companies under 
the I..aian Oompanies Act, 1913." 

. . ~-, 
9. In section 23 of the sIlid Aot, the woruo • 

U I with the proviou8 Bano-
Amendment of section tion . of the Govel'nor 

23, Aot XLvn of 1920. Genel'alin Council," and 
the words .. The Bank may also, subject to the 
provisions of this Act as to the business to be 
transacted there, establish an office in London." 
shall b~ omitted. 

10. In section 24 0' the said Act, lor the word'''' 
A .... nd_ 0/.- .. Governors" the word 

24, Ao. XLVII 0/1920. .. Directors" s1uJ/l be 
substituted. 

11. In section 25 of the said Act, the words I, 
. ". with the previous sanc-

Amendment of section tion of the Governor 
26, Act XLVII of 1920. General in Council," shall 
be omitted. 

12. For section 28 of the .aid Act the following" 
Substitution of new.... .ection shall be substitut

tion for section 28. Act ed, namely :-
XLVII of 1920 . 

.. 28. (1) The Central Board shall consist of 
Constitution of Central the following Directors, 

Board. namely :-
(i) the presidents and vico.pr~sidents of the 

Local Boards established by this Act ; 
(ii) one person to be elected from """""fIst 

themselves by the members 01 eodo Local 
Board established by this Act ; 

(iii) ... Ma.nagillg Director who shall be ap
pOlnted by tho CentI'al Board for a p&riod 
not exceeding five years on such terms as 
the Cen~ral B?ard: may clfrect, and may 
be contmued In hIS .. ppomtment by the 
Centra.l Board for such further periods 
not exceeding five years in each case as 
the Central Boare{ thinks fit ; 

(ill).u.ck "umber of per.ons fIOt =uding 
two as may b. nominated by the Gooernor 
Genera! in Oouncil. Su.ck persons 8holl 
hold oJJi.ce for one year but may bz re. 
nominated ; 

(;,) a Deputy Ma.naging Director who shall 
be appointed by the Ctmtral Board; 

(vi) the secretaries of the . Local Boards 
established by this Act; and 

(vii) if .any Local Board is hereafter es
taolished under this Act, such number of 
persons to represent it as the Central 
Board D13yproscribe. . 

J2) The Di'""';-1ors specified in clauses (!I) and 
(v.) ofs!,b-eechon (1) sba.!1 !:Ie at liberty ta attend 
~U!"eetl1~gs of ~he Centra.! Board and to take part 
m Its deiihtor .. tlO~ but shall not be entitled to' 
vote on any question arising at any meeting: . 
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PrOvided 'that the Deputy Managing Dirutor 
oIiall be entitled to vote in the absence of the 
Managing Director. 

(3) The ~ thnaul i" C"""",1 .han """,I
tuzU "" oJficer 01 GtJfJef'nrMm to attend the muting8 
olthe C""ral BrJa>d, and such officer _haU ~ ...,illed 
10 attend all muting. '01 the C.ntral Board aM to 
; like pr.wI in iU rldiberaliOll8 but ohaU 1IOt b • .milled 
10 tJOt. OIl ""y quesli<m arUing at ""y -nng." 

13. Section 30 althe said Act is hereby repealed. 10. 
Repeal of· section 30. 

Aot XLVII of 1920. 

14. 1 .. 8ecti<m 31 ollhe ""ill ..401,- I0L 
Amendment oj .ree'icm 

'I, A", XLVII 0/1920. 

(a) i" BVb .. ectiun (1),-
(i) i" cla .... (b), lor the ID01'd "Governors ", 

wherever it oool1t"8, the word "Directora" 
shaU ~ _ubstitvWl, alld , 

(ii) i" clause (c), lor the words "the lial'. 
llearly balance·_heet" the words "the 
a"""'" and hall·yearly bala ....... he.,." 
.haU b. BVbBtitvled; and 

(b) i" cla ..... (b) and (d) 01 svb .. ecti<m (2), 
lor Ih. word "Governor." the ID01'd 
.. Director." _hall b. BubstilvWl. 

15. (1) In Part I of Schedule I to the said Act. 11. 
Amendment of Scho. the following amend

dule I, Act XLVII of ments shall he made. 
1920. namely :_" 

(a) i.. BVb·clam.- (i) 01 cla.... (a), after the 
words "~ Ger>eral ... Council". 
the word "and" .hal! be omitted, and 
after the wrwd "Ceylon" the words "a"d 
.hares 01 the ResertJ. Ba"k 01 India " 
_haU ~ added I 

(b) in sub.clause (iii) oHA._a_ clause *, after 
the words " a district board .. the words 
II or a. municipal board or cammittee 
or, with the sanction of the Governor 
General in Council, debentures or other 
securities for money issued under the 
authority of a Princ" or Chief of any 
State in India" 8hall bp inserted; 

(c) aftor sub.clause (iii) of the same clause 
the following Bub.clau8e shall be 
inserted, namely :-

.. (iiia) subject to BVCh directions 018 

may be i_sved by the Central Board. 
• * * debentures of com • 

• panies with limited 'liability whether 
registered in India or elsewhere; " ; 

(d) after BVb·claw. (ill) 01 the same claws the ( .. ). 
, loUowing ,clavse ohaU b. i ... erterl, Mmely:-
.. ('IIa) goods which (.I~e hypothecated to the 

Bank (.18 aecvrilY/or Btleh ad"" ....... 
loa ... or crediU, i 80 authorised by 
8jleCial direction. ol,he C...,ral Board;" I 

(e) in 8ub·dause (vi) of the same clause, the (d). 
words" * • and deben-
tures * * .. shall be 
omitted, a"d Jor ,1.- ID01'ds .. il .0 
G1J.thoriBetl by a"y gemral or .pecial 
dorectiun. oj 'h. Cenlral Board" the 
"",rd. .. subjec' 10 surA direcl101l8 (J8 

""'y b. i&sved by the C.mral Board." 
shall be 8Vb.'il1J.ted : 

(J) in clau8e (b), for the words .. NSigned to" ,.,. 
the ,words .. pledged, hypothecated. 
&ssigned or tra""fprred to" shall be 
substituted, .... d tor the words .. or 
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assignment" the ... ords p. pledge. 
hypothec .. tion. a.aaignment or transfer .. 
shaU be substituted ; 

(9) in clauBe (c). lor IlIe tDO!'dB .. rio: mont1a.t" IN). 
th. tDO!'dB .. niM ....".".. in 1M ....., 9/ 
""""_ M' loam relali"l1lo IlIe ji.-i"l1 
01 setU01ltll agriettUural oportJliom M' 
Biz mont1a.t in oilier C/I8U" shall be BUb
Blitu1e4 ; 

(h) in clause (Ii). thf! words beginning with the (fl. 
words U pay .. ble in India. or in Ceylon" 
and ending with the ... ords .. rn&y 
.. pprove in that behaH" shan be 
omitted; 

(i) in clause ([1. tile ... ords .. rn&de payable' (g). 
in India. or in Ceylon." .h .. n bo omitted ; 

IJ1 in cl .. use (j), .. ft.er tha word" olaims "the (/0). 
foUowing shall be .. dded, na.mely :-

". and the acquisition .. ndllo1ding of ... nd 
generaUy the de .. 1ing with ... ny l'ight. 
title or intHest in .. ny property, move· 
.. ble or immoveable, ... hich rn&y be the 
Bank's security for .. ny lo .. n or &d. 
vance or Dlf.y be connected with .. ny 
such security" j 

(Ie) to clat£8e (Ie) 1M loUowing tDO!'dB shall be (Ml. 
adt1etJ" 'IU1I71I£ly:-

"and IlIe efltering into 01 contracts of i .... , 
<lemnity, IfUrelysAip or gt.UMYlntee with 
specific security or olllerwise "; 

(I) in cl .. u8e (I). for the words "the a.cting (i). 
as .. dministrator, executor or trustee 
for the, purpose of winding up est .. tes" 
the ... ord~'" the administr .. t.ion of estatee 
for any purpose whather .. s .. n executor. 
trustee or otherwise" sh .. U be substitut. 
ed; 

(m) in .ub-cmuso (iii) of clause (I). the ... ords (J). 
"at the ri.k of the principal" shaU 
be omitted; 

(n) in cmuse (m). the words 'beginning with (i),. 
the words .. for the use of" .. nd ending 
with the words .. per.onal needs" sh .. U 
be omitted; 

(0) in clause (n), the, words ", for thEl purpose (I). 
of meeting such bills or lEtt.ers of credit." 
shall be omitted, aM lor IlIe tDO!'dB .. ~ 
mont1a.t " lhe worM .. mM 'I1W1I!.As m IlIe 
case 01 bills relaling 10 IlIe ji.1IllIIICing 0/ 
8easonal agriettUural operatUm8 or Biz 
mantAs in other cases" shall be BUb. 
Blit1ded ; 

(p) in clause (0), the • ... ords .. in India .. sh .. n (m). 
be omitted; , 

(q) for cl .. use (p) the foUowing cl .. use .ha.ll be (II) 
substituted, na.mely :_ • 

.. (p) tl,e subsidizing from time to time of 
the pension fund. of the Pr6sidency 
Bank.; aM"; aM . 

(r) in clause (q), .. fter tbe words .. kinds of (_). 
bu.ine.s .. t.be words ", including foreign 
exchange busine ..... sh .. U be inserted . 

. (2) In sub·clat£8e (a) 01 clat£8e (1) 0/ PatrlII (14 
olllle same SrAe.tlm1e. ajter IlIe words .. Biz mont1a.t" 
IlIe words .. euept as prOtJiikd in clauee (e) aM 

.' daua. (n) 01 Pari 1" shall b. imerte<i. 
(3) Incl .. use (4) of Part Ilofthesa.D18 Schedule. (I) 

after the words U'negoti .. b Ie security "the follow. • 



ing b ... ~kets and words shan be inserted, 
na.1II81y :-

.. (not being a security in which a trustell may" 
invest trust money und~r section 20 of 
the Indian Trusts Act, 1882) ", "U of lsaa. 

..... ,M flit. IIIOnia .. Biz monIhs", in ...". ~ 
tD~ ,tMg occur, tAe loUmoing IIIOnia ;AaU be 
...... Nuteti, fII14fWt/ :-

....... _118 'I ;j &ill """",,, /tII' flit. ~ 
!Jf I"mncing ~ sgrietdtul'<ll Ilf'
lions and rial fr!tJntM 'n othd _", " 

". 1. regvlatimt 9... ScM.dtik II 10 Ilae UA. 
A ... ,,.,,,_ 0'''''''''' aaid AcC (tDlIic1I &lteilvlt. 

...... , BoAai"'. II, Ad is ~ ,../-.4 to 
XLVII 0/ 1920, IJ8 tAe &aid 8r1w1Nle). lor 
flit. IIIOnia .. O.flJral. BrKMd II tAe IIIOf'd .. BaN. .. 
MGIl ba ...o.liltAte4. 

-
11, In tegulation 10 in •• IJ. 
Amondmant of reguIa_ the said Schectnle, -

tion 10. Sohedule U. Act • , * 8fter the 
XLvtt of 1920. words .. lias II lien II 
the lonowi"llg shaJI be n-tto.d, IIto_Iy :-

.. er ony Irtmafw 0/ MuwU to aDy person who 
;.,.. minot or h... beeD fonnd by a 
(lou" of t"ODIpMeJJt jurisdiction to bn of 
uneound mind or to or in the nalLe of 
auy Ilrm ", 

18. For regulation ii In the said Sch.dule, the 11. 
1I._'ioa Of _ _ tollewlng regulation shan 

aulatioo for r<>guIatioD 11. be substituted, na.mely :_ 
Act XLTII .f 1920 . 

.. It the uecutora or administrators of a 
D _ __ dece88ed ,ole 

eo holder of a ohar .. , 
the hoIdfll" of III oftlceeOSion cerUfioate 
io!9Ut'd under Pari X of the Indian Suc- XXXIX of 
"""';011 Act, 1925, in l"flspect of the share, 1916. 
and a persoD in whose fa...",.. a valid 
iuotromenG of tmnsfer of the share was 
exeonted by the deceased holder during 
his lifeti,..e, shaH Iw the only person. 
who ..... y be reeognised by the Bank as 
having any title to the shsre. In the 
- of a share regiat_d in the names of ',..0 or more holders, the" survivors or 
survivor and, OD the death of the last 
IlUMivor, his e:rooutors or administra-
tors or any person who is the holder 
of a sllcceasion certificate in respect of 
such BlU'vivor'a intf'rests in the ebare, 
and .. pet"BOn in wh08e' favout a valid 
instrument of transfer of the share was 
executed by such slIrvivor during his 
lifetime, .hall be the only persons whO 
may be recognised by the Bank &8 having 
any title to the share." 

19. In regulation 12 in the .... id Sched.ula,- II, 
Amendment of regula-

tion It, Sohodula ll, 
...... XLVU of 1920-

(a> after the word "sh&rflholder ". wher .. it 
first occurs, the words .. or in conse
quence of a transfer by a deceased share
holder during his lifetime II shan be 
inserted; 

(b) after the words "have the right" the 
wonla ", ... bject *0 the provisiona of 
ngulatoioa 10," shaHlMoitmeriad ;..a 

(e) the word. beginning with .. t; .. ~ tlle &al 
shall "and ending with" before the death 
or insolvency II shall be omitW 

MI01 LAD 
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20. In regulation 19 of the said Schedule, the 
Amendment of regula- words "and with the 

tion 19. Schedule n. Act previous sanotion of t~8 
XLVll of 1920. Gov~rnor General m 
Council .. shan be omitted. and "ftAr the words 
II increase or" the words u, with the previous 
.anction of the Governor General in Council," 
shan be ineerted. 

21. In regulation 23 in the said Schedule. in avb
Amendment of roguIa. rP.gulatioli (I), for the 

tion 23. Schedule n. Act word. ".tatement of lhe 
XLVll of 1920. affair. .. the UJOJ"U 
.. balance·.heet" .lulU be substituted. and in sub· 
regulation (2). for the words "a Managing 
Governor " the words " the Managing ])iredof' 
or Deputy Managing Diredof''' shan be substi· 
tuted. 

22. For regulation 24 in the said Schedule the 
Substitution of new reo fo.JIowing regulation shan 

. .,wation for roguIation 24. be substituted, namely :
Schedule II. Act XL Vll 
011920 • 

.. 24. (1) The Central Board shall convene a 
Special meetings. . sp8cia

th
l m.eet~ 

on e requIBl. 
tion of any three Dorec/ors or of not 
1e.s than one hundred shareholders 
holding shares whether JuUy paid up or 
otherwise of the aggregate amount 
of not less than five hundred thousand 
rupees, upon which all calls or other 
surns due have been paid, if such requisi. 
tion is signed by the requisitionists and 
addressed to the Managing n;rf,ctor 
or Deputy Managing Director and 
contains a statement of the object of 
the proposed meeting. 

(2) The requisition may consist of several 
documents in like form, each signed by 
one or more of the req uisitionists. 

(3) Sixty days' previous notice of anY'suoh 
meeting shall be given by the Central 
:Boam under the hand of not less than 
threo Directors, and Bach notice shall 
state the purpose for which the meeting 
is oon.,.ened and tho time and place of 
such meeting, and shan be advertised 
in the Gazette of India and in not les8 
than three daily nowspapers, of which 
one shall be a newspaper published in the 
vernacular: 

Provided that not less than three months' 
previous notice shaH be thus given of any 
special meeting held for the purpose of 
increasing or reducing the capital of the 
Bank. 

(4) The pkv:. of lJ'UCh mw.;1I.g .lulll be the place. 
w"-eTe the htlJd olfiee of the Bank is situated 
at the time oj t~ ... meeting. 

(6) If Ihe Central Board does 1I.Ot proceed 
within 21 days from the dale of deposit oj 
the req uisition referred 10 in 8ub-sections 
(1) and (2) 10 caUBe a meeting 10 be called. 
the requisiti01l.w, or a majority of them 
in value. 1TIlJy themselves call the meeting, 
bul in eitMr case any meeting 80 caUecl 
shall be MId within Ikree fMIIthB from the 
dale of depo8it oj the requisition." 

III. 

I', 

1'f, 

23. 11& sub.reguJ.ati01l. (2) "'. regulation 26 in 17A. 
Atn<m<im3nt oj regula. the said &hedule, for Ike 

Uon 25, Sc1wlw., II. Ad wortJ H Governor8" tile 
E,LVIJ oJ 1920. word "Dir",,'or8" shall 
be subst,tuted. 
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24. b .. ub-reguZation (1) 01 ngu1alion 2!1 i .. the 118. 
.'10 .. __ 01 regula- /laid Schedule, lor the word 

,lion '6, 8~tJh 11. Ad U Governor n. the worj 
XLVII 01 1920. " Direl"tor" .hall be 8ub. 

-lltituted. 

25. In regulation 36 in the said Schedule, 18. 
Amendment of regul.... after the words" power of 

-tion 36, Sohedule II. Act authority,n the following 
nyU of 1920. werds shall be inserted, 

namely:-

" or, in the case of a power of attorney pre
viously deposited and registered with any 
local head office, a certificate of the 
secretary of such local head office as to 
such deposit and registration, ". 

26. In regulation 38 in the said Schedule, for 19. 
Amendment of regula. the words " Govern01'8. 

-tion 38. Schedule II, Act Msna.ging Governors u 
nyU of 1920. the words " Director., 
the Managing Director or Deputy Managing 
Director .. shall be substituted. 

27. 111 the he!1ding 10 regulati"" 39 in the Bail 10. 
Amendment of regula- ScMduJ.c, /or Ihe wortl 

.tion 39, Schedule II, Act "Ootoernora" the u"vW(l 
XL,(U of 1920. ., Ditec/orB .. ·8haU b. 
BUbstituttd, and in Ihal regulation * * ... . .,-

(a) in .ub-regulation (1), lor Ihe word" Gov.,
nor .. the ICOrd .. Director" .hall be 
8ubatituted, and in the proviso * *, 
the words" * • or appointed • * • • .u 
shall be omitted; 

1b) in snb-regulation (2), lor the word 
cc Governor" the word Ie Director." 8hall 
b. sub8liluted, and in lhe proviso, lor 
'f .. word~, bracket. and jigu, .. " Governor 
under the prouiBion 01 claus. (iii)" the 
IcordB, Imu:ketB and ji!/Ure. " Dire<:tor 
tI1w,er the provisWn 01 cl'lU8. ('v) .. ..'w.U 
b.8ubsti{"ted, and lor the wortl • .. and the 
uffice 01 a Governor" the words .. and the 
office 01 a Director" shall be substitoded; 
and 

(c) in sub-regulation (3), lor Ike IcordB .. a 
Local Board or 01 the Central Board and 
a Loco·/. Board" the loordS .. oJ the ,",me 
Local Board" aha!l be substituted. 

28. 111 the heading to '1'{Mllation 40 ;n the 8aid '1. 
Amendment of regul.... Sr.h.edule, lor 1J.e wortl 

'tion 40, Schedule n, Act U GOvernor8 H the word 
nyU of 1920. .. Director." ".all be BUb
Stitllted, and in that ... gulati<ln * • '* * • 

. /or the tDfJf"d II OovernOf' ", where it firs! occur", 
the word .. Director" shall b. Slw.,ituted, and lor 
the brackets and wOrLs .. (other than a Governor 
nominated or appointed by the Governor General 
in Council)" Ihe bracket& and words" (other lhan 
a Director nominated by Ih. Governor General ;n 
Council) .. s"all b. 8ub8liluted. 

29. In regulation 42 in the said Schedule, !or fJ. 
the words .. a Managtng 

Amendment or regula- 'Governor n, wherever 
~on 42, Schedule U, Act they ocour, the words 
nyU of 1920. .. the Managing Director 

or Daputy ManAging 
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DiHdM .. sbaJI be .sub..tituted Gnd!qr 171.
tIHW4l" O~II". i .. 60IIa plGcu ~ 1& _. 
&oM _Ai ··J)irect.nll" llhall ba lIubBtitt.Wl; Uld ' •. 
Bub-regulation (1). fqr 1M IDOI'II .. u. ..... " .u... 
""'"' .. fotl.' .. IIMU ba lfubsRtuted. and for the words 
.. at every lo,al head office established by this 
!>TiIt .. t/J# -joUswi"'lllhoU ba .evbsliltltod. ~-

"tJt ~aCA of tI-.t Iocol h:.M ojJiull .uIftbli8lted , .... 
CaIcutllJ, BomIHzy and M tUlrru : 

Pr.Mded t10tJt tII)I Ius tho.. fO'U, ,....mng. 
. .hoU bt COII~ by IIIe M OnoglTlfl Direc

lor ",. Depuly M IIMgirw Director ... euery 
,.ear!' 

30. (I) For sub-regnlation (1) of regnlation 44 "-
Amendment of roguJa- .in ·the said Sohedule the 

e;on 4&, Schedule n. Act followiI!g 8"".regulation 
XLVJJ· of 1920. shaJlbe 811bs~1efi, 

namely:-

.. (1) At the first meeting of the Local Boanl 
which takes place after the first meeting 
of the Central Board in each year. 
the Local Board shall eleot from ,aBlflng 
its members a president and .. 'Vice • 

. preeident aM the ~Itd Diredor telem.d 
to ... cl4U!e (ii) of m-sectio.. (1) of 8ectitm-
28. They shall continue in ·their 
respective offices until the first meeting 
of the Local Board after the first meeting
of the' Central Board in the following 
year, and, whenever the office of presi. 
dllIlt or vice-president or .of such t1«1tr 
Dirl!A!/or beoome. vacant, the Local 
Board shall at its next meeting elect 
a Sllccessor who shall hold office for 
the . unexpired portion of the period' 
for which ·bis predeceBBOr_ appointed : 

• • • , . 
~ 

(2) . III m.,egulatiOll (2) .oltho same reguItJtiOll, 
G~r ihe 1DOI'as "lilcal Boom" the worrls "at all 
general or 1I'fHlCia/, meetings 1te1d i.. floe town whore' 
Ike UH:al Boord is estabUshBd" shan be iMeried. 
and ... the proviso, for the word .. thffllBdfJeB .. 
the worda " tho memb.rs of the Local Boord present " 
shaUba substituUd. 

·31. I .. r~ 46, 47 and 48 in .the said II""~ 
A ___ ~ ___ ' 0" , r:J::: Sehetlvle. fqr tho words· 
.a~"J'''' 'J e u u" 

Ii.". 16. 11 and 48. cho- Governor8 O .. ~ Goo-
dulo II, Act XLV IIo! emar", whel'llfJer thBy 
1920. occur. tho words .. Dlre{;o 
W8" and "Pireclor" .haUbe stWBlilUted, respec
lively-

32. 1\1 regulation 49 in the said Sched~ B4_ 
Amendment of regula-

tion ;£9, 'Schedule n, -Act 
XLVII of 1920. 

(a) in sub-regulation (1), fqr the word "Gover. 
nors" the word "Directors" shall ba 
substituted, and for the words .. a 
Managing Governor" the words .. the· 
Managing Director or Deputy Managing 
Director .. shaJl be substituted; a .. " 

(b) in sub4egulation (Il), aft .... the word 
"ecretary" the words .. or deputy' 
secretary .. shaJl be inserted. 



33. In clause (6) of 
Amendment of regula

tion 50, Schedule n, Aot 
XLVU of 1920. 
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regulation 50 in the said 116. 
Schedule, after the word 
U servants" the following 
shall be inserted, 
namely:-

"and to grant gratuities or other financial 
assistance, either temporary or per. 
manent, to widow.., children or other 
dependants of deceased officers or 
servants". 

34. In regulation 61 in the said Schedule" for 26. 
Amendment of regula- the words "Governors" 

tion 51, Schedule n. Act the words U Director 
XLVU of 1920, and Deputy Managing 
Director n, and for the word U officers" the 
word" employees" shall ,be substituted, .. tid 
.. fter the warda "b-usinus 01 the Banlc;" the 
"""" "cmd" shall be "",it!ed atld ro Ike r,.gulalion 
118 so amended Ike following warda shall be added, 
namely:-

.... nd to .:uctJ.le proxies 0 tJot. at ~elings on 
behalf 01 shareholders from wh"", the Bank 
holds general powers 01 attOl'1ll!1/ ". 

35. 1ft regulation 62 01 the said Schedule,/er Ihe 2SA.. 
.4 .... ndm<... oj regvlD. 

Uon 62, a.hod,," n, .4., 
XLVII 0/1920. 

ward cc Governor J) the 
word "Director".haJJ be 
81Ib8litvkd. 

36. In regulation 64' in the slJoid Schedule, 21. 
Amendment of regol.... 'n 8'Ub.regulation (2), for 

tiOD 64, Sohedule Dr Aet (he woriI II Govet"IW'I'8 " tAe 
XL VU of 1920. word "m,ectors" 8""1l 

, be 81Ibsritu ed, .. tid for snb.regulation (3) the fol· 
lowing sub·regula/ion shall be substituted, 
namely:-

.. (3) The statement of the balance shall con. 
tain the particulars and shall be in the 
form required by section 132 of the Indian 

37. ,In 

Companies Act, 1913, and the provisions VU of 1913. 
oith&t section and of section 136 of the 
same Act shall apply to the Bank in like 
manner as they apply to a banking 
company." 

• • • regulation 68 in 28. 
Amendment of regula- the Bhld Sohedule,

tion 68. Sohedule n. Aot 
nvu of 1920. 

(a) ... 8ub.rtgulation (1), lor o.e word "Gooer· 
Il0l''' the word "Dl,ector" skaU be 
81Ib8tittaed ; lind 

(b) i .. the l'rooi&o 10 81Ib.regtdatwn (2), for the 
words· ~ " a special meeting shall be 
called for the purpose of supplying the 
same" the words ., the vacancy may 
be filled by the Central Board" shall be 
substituted. 

38.' I .. BUb·regulation (1) oj ~ 60 ift 18.4. 
,_._, __ • " __ ,,_. the 8fU'd Schedule, lor lhe 
.a_Jt(n"K 0, -"1f- words" ,,_.__ " 

" ... 60, Sehuiule II, ..tc:4 a"y ~rnor 
XLVII 0' 1920. the word8 "a"y mrector " 

8hall be BUbstitvkd 

39. After regulation 60 in the said Schedule the 19. 
Inaertion of new regula. following regulation sh .. ll 

!don &OA in Schedule II, be inserted, namely:_ 
Aa' nvu of 1920 • 

.. 6OA. Notwithstanding anything contained in 

Liq 'c!at' this Act or in eection 271 
w .on. of the Indian Companiee 

Act, 1913, if the shareholders of the Bank pass a VU of 1813 
special resolution that the 'Bank be wound np • 
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voluntarily und~r the proVlslOns of the Indian 
VII of 1911. Compa.nieB Act, 1913, the Bank Bhall be wound 

up in accordance with the provisions of that Aot 
with regard to the voluntary winding up of a 
company: 

Provided that, for the purposes of this section, 
no su~h special resolution shall be deemed to have 
been pasBed unless at least one·third of the share· 
holders holding at least one·half of the paid.up 
capital of the Bank for the time being be present 
in perBon or hy proxy and a majority poll by open 
voting in favour of the said resolution and such 
resolution is thereafter confirmed by a majority 
of the shareholders at a subsequent special meeting 
held at an interval of not less than two months or 
more than three months from the date of the . 
meeting at which the resolution was firet passed." 

40. For regulation 62 in the said Schedule the 10. 

Substitution of new 
regulation for regulation 
62, Schedule II, Act 
XLVII of 1920 . 

following regulation shall 
be substituted, namely:"':'" 

• , 62. A shareholder who has no registered ad. 
Absence of registered dress in * India and 

addrees. . has not supplied to the 
Bank an address for the giving of notices to him 
~hall not be entitled to any notice, notwithstanding 
&nything contained in this Act." 

41. Notwithstanding any amendment made in 81 
. . the said Act by this Act • 

:re~pora.ry BaVIng of in regard to the manner in 
elCStmg Central BOBl'd. which the Central Board 
shall be constituted, the Central Board existing 
at the commencement of this Act shall, until it 
has been re.esta blished in accordance with the said 
Act as amended by this Act, continue to transact 
business and shall have all the powers of the 
Central Board under the said Act as so amended. 
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BILl. 
TO 

Comtilule .. Res.,.,. B .... I: Of I"4i4. 

W JlEREA8 it is expedieni to constitute a Baserve 
Bank for India to regulate the issue of bank 
Dotes and the keeping of reserves with a view to 
securing monetary stability in British India 
and generally to operate the currency and oredit 
eystem of the country to its advan.tage ; 

AND WllEREAS in the present disorganisation 
of the monetary systems of the world it is Dot 
poBBible to determine what will be suitable as 
a permanent basis fol' the Indian monetary 
system ; 

BUT WHERBAS it is fxpedient to make tem. 
porary provision on the basis of the ex.is~ing mone
tary system, and to leave the questIOn of the 
monetary standard best suited to India. to b .. 
considered when the interna.tional monetary posi.
tion has become sufficiently clear and slable to 
make it possi ble to fra.me permanent mell_ures •. 
. It is hereby enacted as follows :-

CHAPTER 1_ 

l'BBLDD:NARY. 

L (1) This Act may be called the Reserve Bank 
Short title. ezteDt of India Act, 1934. 

aDd commeDcement. 

(2) It extends to the whole of British India, 
. (noluding British Ba.luchistan and the Sonthal 
Parganas. 

(3) This section sha.ll come into force at once, 
and the remaining provisions of· this Act shall 
c",me . into rorce on such date or dates as the 
Governor General in Council may, by notifioation 
in the Gazette of India, appoint. 

S. In this Act, unless there is anything repug

Definitiona. nant in the snbject or 
context,-

( .. ) .. the Bank .. means the Baserve Bank of 
India oonstitnted by this Act ; 

(6) .. the Centra.l Board" means the Centra.l 
Board of Directors of the Bank ; 

(c) .. provincia.l co-operative bank" means 
the principal sooiety in a province whioh 
is registered or deemed to be registered 
nnder the Co-operative Societies· Act, 
1912, or any other law for the time n 01 1912, 
being in force in British India relating 
to co-operative societies and the 
primery obj&ct of which is the finanoing 
of the other societies in the province 
which are or are deemed to be so 
registered : 

Provided that in addition to snch principal 
society in a provinoe or where there is 
no snch prinoipal society in a provinoe 
the Loca.\ Government may declare any 
central co-operative society in that pro
vince to be a provinoiaJ oo-operative 
bank within the meaning of this defini
tion; 

(d) .. rupee coin" means silver rupees whioh 
are legal tender under the provisions of 
the Indian Coinage Act, 1906; and· In ol1908, 

(e) .. eoheduled bank .. means a bank inclnded 
in the Second Sohedule_ . 
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CHAPTER IT. 

bOOIlPOBATIOlf, IDUBB OAlTUL, IUlIAGIDlBlf'l' 
• AlQ) BUSIl'fBSS. 

a. (1) A Bank to be oalled the Rearve Baok of 
EoMbliehmon' and India shall be oolllltituted 

lDoorpo",tion 01 _ for the p~ of taking 
Buk. over th~ IDaDagelD8nt of 
the OUJT8ney from the Governor Geueral in Council 
and of carrying on the busineaa 01 banking in 
a.ocord .. nce with the provisions of this Act. 

(lI) The B .. nk shall be a body corporate by the 
n&1D8 of the Reserve Bank of India, h .. ving 
perpetual suooession and a common seal, end ahall 
by the said n&1D8 BUe and be sued. 

4. (1) The original share capital of the Bank 
~__ '0_' _L__ shall be five crores of 
~""'" "'pl_. ~ .... di 'd d' t h gi_ .... d oha!ehold.... rupees Vl e In 0 S ares 

of one hundred rupees 
ea.oh, which shall be fully paid up. 

(lI) Separate registers of shareholders shan b6 
maintained at Bombay, Calcutta, Delhi, Madras . 
and &a.ngoon, and a separ .. te wue of sh .. res shall 
be made in ea.ch of the are ... served by those 
registers, as defined in the First Schedule, and 
shares shall be transfer .. ble from one register to 
another. 

(3) A sh .. reholder shall be qu .. li6ed to be regis
tered ... such in .. ny .. rea in which he is ordina.rily 
resident or h... his princip .. l pla.ce of business 
in India, but no person shall be registered ae a 
shareholder in more than one register; and no 
person who is not-

(a) domiciled in India .. nd either an 
Indian subject of His Majesty, or a subject 
of a Sta.te in India, or 

(b) .. B"ritish subject ordinarily resident in 
India .. nd domiciled in the United Klng
dom or in any part of His Majesty's 
Dominions the government of which does 
not discrimina.te in any way ag .. inst 
Indian subjects of His Majesty, or 

(e) a company registered under the Indian 
VII ofl018. Companies Act, 1913, or a society re

gistered under the Co..operative Societies 
tI of 1012. Act, 1912, or any other la.w for the time 

being in force in British India rela.ting 
to co·operative societies or. a scheduled 
bank, or a oorpor .. tion or company in
corporated by or under an Act of Parlis
ment or any la.w for the time being in force 
it! any part of His Majesty's Dominions 
the government of which does not 
discriminate in any way against Indiall 
subjects of His Maje&ty, and having 
r. branch in British India, 

shall be registered as a shareholder or be entitled 
to p .. yment of any dividend on any share, and 110 
perBOll, who, having been duly registered as a 
sha.reholder. ceases to be qualified to be so regis
oered, shan be able to exercise any of the rights 
of a shareholder otherwise than for the purpose 
of the sale of his shares. . 

(4) The Governor General in Council shall, by 
notification in tbe Gazette of India, specify the 
parts of His Majesty's Dominiotls which shall be 
-leemed for the purposes of cla.uses (b) and (e) of 
Bub-section (3) to be the parts of His Majesty's 
Dominions in which no discrimination against 
Indisll subjects of His Majesty exists. 
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(6) The nominal value of the sh81'ell originally 
assigned to the various registers shall be as followa, 
aamely:-

(II) to the Bombay register-one hundred and 
forty lakhs of rupees ; 

(b) to the Calcutt .. regiater-<>ne hundred 
and forty-five l&khs of rupees ; 

(e) to the Delhi registel'-One hundred and 
fifteen lakhs of rupees ; 

(el) to the Madras register-seventy l&khs of 
rupees; 

(e) to the Rangoon register-thirty lakha of 
rupees: 

Provided that if at the first allotment the total 
nominal value of the shares on the Delhi register 
for which applications are received is 1 .... than one 
hundred and fifteen lakhs of rupees, the Central 
Board shall, before proceeding to any allotment, 
transfer any shares not applied for up to a 
maxUnum nominal value of thirty-five lskhe of 
rupees from that register in two equal portions to 
the Bombay and the Calcutta register. 

A Committee consisting of two elected members 
of the Assembly and one elected member of the 
Council of State to be eleoted by non-official mem
bers of the respective Houses shall be a880Ciated 
with the Central Board for the purpose of making 
public issue of shares and locking after the first 
allotment of shares. 

(6) In allotting the shares aBSigned to a regis
ter, the Central Board shall. in the first instance, 
allot five shares 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 aBBigned to the 
register, shall determine by lot the applicants to 
whom the shares shall be allotted. 

(7) -If the numbsr of such spplicants is le88 
than one·fifth of the number of shares aBBigned to 
the register, the Central Board shall allot the 
remaining shares firstly, up to the limit of one
half of such remaining shares, to those 
applicants who have applied for l ..... 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 de
sirability of distributing the shares and the voting 
rights attached to them as widely as possible. 

(8) Notwithstanding anything contained in sub
sections (6) and (7), the Central Board shall reserve 
for and allot to Government shsres of the nominal 
value of two Iskhs and twenty thousand rupees to 
be held by Government for disposal at psr to 
Directors seeking to. obtain the minimum share 
qualification required under sub-section (2) of 
section lI. 

(9) If, after all applications have been met 
in accordance with tbe provisions of sub
sectiops (6), (7) and (8), any shares remain 
unallotted, they shall, notwithstanding anything 
contained in this section, be allotted to and taken 
up by Government., and sball be sold by the 
Governor General in Conneil as &oon as may be, 
at not less than psr, to residents of the areas 
served by the register concerned. 

(10) The Governor General in Council shall have 
no right to ellercise any vote under this Act by 
reason of any shares allotted to h~ UDder sub
section (8) or under snb-sectioo (9).-

(11) A Director shall not dispose of any ~h.u:ea 
obtained from. Government under the provisions 

11270 LD 
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of oub-eection (8) otherwise than by ....... Ie to Gov' 
ernment at par, and Government sball be entitled 
to re-pUl'Chase at par all such .h .. res held by any. 
Director on his ceasing from ,.ny oa use to hold 
office as Director. 

i. (1) The sllare oapital of the Bank may be in· 
creased or reduoed on the 

Inoreaaa ~d reduotion recommendation of the 
of ohare cap.tal. Central Board, with the 
previous sanction of the Governor General 
in Council and with the approval of the Central 
Legislature, to such o~tent snd in such manner 
.... may be determinod by the Bank in general 
meeting. . 

.(2) The additiona.l .sha""" 60 created shall be 
of the nominal value of one hundred rupees each 
and Sball be assigned to the various registerR in the 
eame proportions .s the ahares constituting the 
origina.lsb .. re ca pita!. 

(.i) Such additionalsh ...... shall be fully pa.idnp, 
and the price .. t which they m .. y be issued .hall be 
fixed by the Central Board with the previoW! s"nc
tion of the Governor General in Council. 

(4) 'The provision. of section 4 relating to the 
manner of allotment of the shares constitutins the 
origin .. l share capital .hall apply to the allotment 
of such additional shares, and existing shareholders 
shall not enjoy any preferential right to the allut
ment of such additional shares. 

8. The Bank shall, ss soon ... may be, e.tablish 
0111 .... , b ....... hes and offices in Bombay, 

age .... es. Calcutt., Delhi, Madr ... 
and Rangoon and a branch in London, and may 
establlilh branches or agencies in any other place 
in India or, with the previous sanction of the 
O<;vemc.r General in Council, elsewhere. 

'1. Thp. gener .. l superintendence and direction of 
?fA t the affa.iI·s and business of 

nagemen . the B .. nk .h .. ll be entrust. 
ed to a Central Board of Directors which may ex· 
ercise all powers and do .. 11 acts and things which 
may be exercised or done by the B .. nk .. nd .. re 
not by this Act .xpressly directed or required to 
be done by the Bank in general meeting. 

S. (1) The Central Board sh .. n consist of the 

Composition of the 
Central Boord. and term 
of olllce of DirectorS. 

following Directors, na.me· 
Iy:- . 

(a) a Governor and twC: Deputy Governors, 
te be .. ppointed by the Governor General 
in COlmoil after considera tion of the 
recommenda.tions 'made by the Board in 
that behalf ; 

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

(e) eight Directors to bE> e\ect~d on beh .. lf 
of the shareholders on the various 
registeT8, in the m .. nner provided in 
section 9 .. nd in the following num· 
bers, n .. mely :- . 

(il for the Bom~ay register-two 
DiN:Jtors; 

(;;) for the Calcutt.. regISter-two 
Directors; , 

(ii.) for the Delhi . register-two 
Directors; 

(ill) for the .Mad...... register-one 
Director; 

(II) for the Rangoon register-one 
Dirertor ; anrl 
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(~) one gov<ornment official to be nomin&ted 
by the Gov<ornor General ;n Council. 

(2) The Governor and Deputy Governors shall 
devote their whole time to the affairs of the Bank, 
and shall receive such sala.ries and allowall()8s as 
may be determined by the Central Board, with 
the approval of the Governor General in Council. 

(3) A Deputy Governor and the Direot« 
nominated under clause (d) of sub-section (1) may 
attend .. ay meeting of the Central Board and take 
part in ita ciellbel"ations but shall1'lOt be _titled 
to vote: 

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

(4) ·The Governor and a Deputy -G<o1>8J"DOl" 
shall hold office for suoh term not exceeding nve 
years &8 the Governor General in Council may 
fix when appointing them, and shall be eligible for 
fe-appointment. 

A Director nominated under c:l&use!b) or elected 
under clause (e) of Bub-section (1) shall hold office 
for five years, or thereaftar until his BUOoeesor 
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 c:l&use (d) ofsw.
section (1) shall hold office during the pleasure.of 
the Govemor General in Council_ 

].5) No act or proceeding of the Board shan be 
questioned on the ground merely of the existence 
of any vacanoy in, or any defect in the constitu
tion of, the Boa.rd. 

9. (1) A Local Board shall be constituted 10r 
. each of the five are ... 

Local Boarde. their specified in the First 
COIlIItitutioa a.nd funo- Schedule, and BhaJI con-. 
tiono. sist of-

(a) Ii"e members elected mom a.mongst them
selves by the shareholders who a.re regis
tered on the register for that a1"ea and 
are qualified to :vote •. and 

(6) not more ,than three members nominated 
by the Central Board from amo.llg8t the 
shareholders registered on the register for 
that area. who may be nomillated at any 
time: . 

Provided that the Central Board shall in exercis
ing this power of nomination aim at eeouring the 
representation of territorial or economio interests 
not already represented. and in partioular the 
representation of agrioultural interests and the 
intereSts of co-operative banks. 

(2) . At an election 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 le88 than six month. ending with the date 
of the election, ... holding five shares shall have 
one vote. and each .harehdlder so registered as 
having more than five shares shall have one vote 
for each five shares. but subject to a maximum of 
ten votes, and such votes may be exercised by 
proxy appointed on each occssion for that purpose, 
such proxy being himself a aharehoiderentitIed to 
vote at the e1eotion and not being an ,employee of 
the Bank. 

(3) The mambo,.. of a Local Board shall hold 
office until they vaoate it und31" sub-aection (6) 
and. subject to the provisions of section 10, shall 
be eligible for re-election or re-nomination, sa the 
case may be. 
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(Il At any time withii three months of the day 
on which the Directors reproeenting the sharehold
ers on any register are due to retire under the pro
visions ofthis Act, the Central Board shall direct 
an election to be held of members of the Local 
Board conoemed, and shall specify a date from 
which the registration of transfers from and to the 
register shall be 8U8p8Ilded until the election has 
taken pIaoe. 

(6) On the issue of such direction the Looal 
Board shall give notice of the date of the election 
and shaJI publish a list of shareholders holding five 
or more shares, with the dates on which their shares 
were registered, and with their registered addresseo, 
and such list shall be available for purchase not 
less than three weeks before the date fixed for 
the election. 

(6) The names of the persona elected shall be 
notified to the Central Board which shall thereupon 
proceed to make any nominations permitted by 
clause (b) of sub-section (1) 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 
t.n have as.umed office on that date. 

(7) The elected members of a Local Board shall, 
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 
t.he Board is constituted. 

(8) A Local Board shall advise the Central Board 
on such matte .. as may be generally or specifically 
referred to it and shall perform such duties as the 
'Roard may, by regulations, delegate to it. 

10. (1) No person mey be a Director or a 
Disqualifioationa of member of "Local Board 

Direot.ora .. nd membera who-
of Local Boards. 

(a) is a saliried government ot'fioial 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 

(e) is found lunatio or becomes of unsound 
rp.ind, or 

(d) is an officer or employee of -any bank, 
or 

(e, is a directOl' of any bank, other than a 
bank which is a society registered or 
deemed to be registered under the Co-

'" of 1912. operative Societies Act, 1912, or any other 
law for the time being in force in British 
India relating to co-operative societies. 

(2) No two pe1'l!ODs who are partners of 1lhe 
sa.me mercantile fum, or are directors of the same 
private company, or one of -whom is the general 
agent of ()r holda a power of procuration from the 
other, or from a mercantile fum of which the other 
is a partner, may be Directon or members of the 
same Looal Board at the same time. 

(3) Nothing in clause (a), clause (d) or clause (e) 
of sub-section (1) shall apply to the Governor, or 
to a Deputy Governor or to the Director nonIinated 
under clause (d) of Bub·section (1) of section 8. 

- lL (1) The Governor General in Counoil may 
Bemaval from and remove from office the 

vaoation of om.... Governor, or a Deputy 
Governor or any nOlD/Bat_ 

ed or elect ed Director : 
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Provided that. in the oase of a Director nominat
ed or elect.ed under clause (b) or clause (e) of sub
sootion (1) of sootion 8 this power shall be exercised 
only on a resolution passed by th" Central Board 
in tha.t behalf by a majority consistiog of not. 
less than nine Directors. 

(2) A Director nominat.ed cr elooted under clause 
(b) or clause (e) of sub .. ection (1) of section 8, and 
any member of a Loc&i Board shall cease to 
hold office if, at any time after si'l months from 
the date of his nomination or &iection, he is not 
registered as a holder 'of unencumbered shares'of 
the Bank of a nominal value of not Ie .. than five 
thousand rupeee, or if he ceases to hold unenoum. 
bered shares of that value, and any such Direct.or 
shall cease to hold office if without leave from the 
Governor General in Council he absents himself 
from three oonsooutive meetings of the Central 
Board convened under sub .. ection (1) of section 13. 

(3) The Governor General in Counoil shall re
move from office any Director, and the Centra.l 
Board shall remove from office any member of .. 
Local Board, if such Director or member becomes' 
subject to any of the disqualifications specified in 
sub-section (1) or sub-section (2) of sootion 10. 

(4) A Director or member of a Local Board 
removed or ceasing to hold office under the forego
ing sub·sections shall not be eligible for re.appoint
ment either as Director or as member of a Local 
Boord until the expiry of the term for which his 
appointment was made. 

(6) The appointment, nomination or election as 
Director or member of a Lor&l Board of any person 
who is a member of the Indian Legislature or of a 
local Legislature shall be void, unI .... , within two 
monthsof the dat .. of his appointment, nomina· 
tion or elpctioD, he cea.ses to be such member. snrl, 
if any Director or member of a Local Board is 
elected or nominated as a member of aD'>" such 
Legisla.ture, he shall cease to be a. Director or ;nem
ber of the Loca.l Board as from the date of such 
election or nomination, BS t.he case may be. 

(6) A Director may resign his office to the 
Governor General in Council, and a member of a 
Local Boord may resign his office to the Centra.l 
Board, and on the acceptance of the Iesignation the 
office shall become vacant. 

12. (1) If the Governor or a Deputy Governor 
Casual vacanciea and by infirmity 01' otherwise 

absences. is rendered incapable of 
executing his duties or is absent on leave or other
wise in circttmstances not involving the vacat.ion of 
his appointment, the Governor Genera.l in Council 
may, after consideration of the recommendations 
made by the Centr&i Board in this beba.lf, appoint 
another person to officiate for him, and such 
person may, notwithstanding anything con. 
tained in clause (d) of 6ub-sootivn (1) of section 
10, be an of1lcer of the :Bank. 

(2) If an elected Director is for any reason unable 
to attend a particular meeting of the Centra.l 
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 
purpose. of that meeting the substitute so elected 
,shall have all the powera of the absent Director. 

(3) Where any casua.l vacancy inthe office ofany 
member of a Local Board occurs otherwise than 
by' the occnrrence of a vacancy in the office of a 
Direow eIected by the Local Board, the Central 
Board may nominate thereto 'any qualified person 
recommended by the elected lnembers of the Local 
Beard. 

M270LD 
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(4) Where any casnal vacancy OCC1ll'll1n the ot'lWe 
of a Director other than the vacancies provided for 
In sub-section (1), the V8C&IIIly shall be filled, In the 
.... e of a nominated Direotor by nomination, and 
in the caoe of an elected Director by election beld in 
the manner provided in section 9 for the election of 
Directors : 

Provided- that before such election is made the 
resulting vacanoy, if any, in the LooaI Bo~rd and 
any vacancy in the offi?e of an elected member of 
such Board which may have been filled by a mem
ber nominated under sub-section (-1) shall be filled 
by election held as nearly as may be in the manner 
provided in section 9 for the election of members 
of a Local Board. 

(5) A person nominated or elected under this 
section 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 predeces
Bor. 

13. (1) Me~tings of the Central Board shall be 
conftned by the Goveruor 

Meetingaof the CentraJ at le ... 1. six times in ea.oh 
Board. ypar and a.t least onoe in 
each qUL'rter. 

(2) Any three Directors may require the 
Governor to convene a meeting of the Central 
Board at any time and the Governor shall forth
with convene a meeting accordingly. 

(3) The Governor, or in his absence the Deputy 
Governor authorized by the Governor under the 
proviso to sub-section (3) of section 8 to vote for 
him, shall preside at meetings of the Central Board, 
and, in the event of an equality of votes, shall have 
a second or casting vote. 

14. (1) A general meeting (hereinafter in this 
General tiD Act referred to as the 

moe ga. annual general meeting): 
shall be held annually at a place where there is an 
offioe of the Bank within six week.. from the date 
on- which the annual account. of the Bank are 
clo""d, and a general meeting may be convened by 
the Central BO&1-d at any other time : 

Prov ided that the annual general meeting shall 
not be held on two consecutive occasions at any OM 
place. 

(2) The shareholders present at a general meet
ing shan be entitled to disonss the annual accounts, 
the report Gf the Central Board on the working of 
the Bank throughout the year and the auditors' 
report on the annual balance·sheet and ~ccounta. 

(3) Every shareholder shall be entitled to attend 
at any general meeting and each shareholder who 
has been registered on any register, for a period of 
not le;-' than six months ending with the date of 
the meeting, as holding five or more 
shares shall have one vote and on a poll being, 
demanded each shareholder 10 regi...tered shall 
have one vote for each five shares, bnt subject to 
a maximum of ten votee and such votee may be 
-exercised by proxy appomted on eae'h occasion for 
that purpose, such proxy being himself a share
holder entitled to vote at the election and not be
ing an officer or_ employee of the Bank. 

:u;. (1)- The following plIOvisions shall apply 
FUR oonstituflio. 01 to the first consliitlltioa of 

the c .... tral Boa<d.. the Central Board, and.. 
notwithstandmg • ..y_ 

thing contained. in section 51 the Central :Boar¢ 
as constituted in acoordauoe therewith IhaU be 
deemed to ~e dUly constituted in acoordanoe with. -
this Aot. 
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. G8) 'DIe filrot Governor and the first Deputy 
Gov_or OI! Deputy Governors &han be apFointed. 
by· tae QoWrDOP GenenrJ in Co_cil "" his own 
initiative, end ahall receive such saJaries and allow. 
aJIII88 as he may de termine. 

(3) The first eight Directors representing the 
shareholdero on the various registero shall be 
nDminated by the GovernDr General in Council 
from the areas served respectively by those regis. 
ters, and the Directors so nDminated shsll hold 
Dffice until their SUCCessDrs shall bve been duly 
e1ected 80S provided in aub-sectiDn (4). 

(4) On the-expiry of each successive periDd of 
twelve mDnths after the nDminatiDn of Directors 
under Sub·sectiDn (3) two. Directors shall be elected 
m the manner provided in sectiDn 9 until all the 
Directors so nominated have been replaced by 
elected Directors hDlding office in accordance wita 
sectiDn S. The register in respect of which the 
e1ection is to be held shall be selected by lot from 
amDng the registers still represented by nDminated 
Directors, and fDr the purposes Df such lot the 
Madras and Rangoon registers sbll be treated a8 
if they comprised Dne ngister only. 

16. As SDDn ... may be after the cDmmencement 
Fin!t ustitulii f of this Act, the Ci>ntraI. 

Local !I~. on 0 Board shan direct elec. 
tions to be held and may 

make nominations, in Drder to constitute Local 
Boarda in accordance with the provisiDns of section 
9, and the members Df such· Local Boards shan hold 
Dffice up to. the date fixed under suh.section (6) of 
eection It, but shall not exercise any right under 
sub.section (7) of that sectiDn. 

17. The lIank shall be .... thDrized to carry Dn 
!lnajn... which tho a.nd transact the several 

BaDk 111&1 tnmaaot. kinds Df business herein. 
after specified, namely :- • 

(1) the accepting Df money on depDsit 
without interest from, and the coilectiDn 
of money for, the Secretary Df State 
in CDuncil, the Governor General in 
Council, Local Governments, States in 
India, local authorities, banks and any 
other persDns ;. 

(2) (0). the purchase. sale end rediscount of 
bills of exchange and promiesory notes. 
drawn on and payable in India. and 
arising out of bon6:fiik commercia.! or 
trade transactions bearing two or more 
good signatures, one of which sbll 
ba that of a. scheduled bank, and 
maturing within nVlaty d&ys. from the 
date of such purchase fOr rediscount, 
exclusive of days of grac .. ;. 

{fI! the purcha.se,.sale end rediscount of bills 
Df exoha.nge and promissory notes. 
drawn end payable in India and 
bea.riag *we> or DIOre gootl sigB& ture .. 
one of whick shan be th .... Df a. 
scheduled bank, Dr 8 prDvincial co
opemtive "ank, and drawn or issued 
for the porpDge of financing sea. 
sonn t agricultUral operaliiQUS. or the 
marketing of crDp", and matur. 
iag .. ithin ain.. monthB from the 
..... 01 suola· purchas" or redis. 
COUll., .xchs..... of days of grace; 

(e) the purcbse, sale and rediscount Df bills 
of emhamge ...... promissory notes "wn .... pa",ble in Jmiia end bea.r. 
i"l! the Rgnature of .. oebeduled 
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bank, and issued or drawn for the 
purpose of holding or tracIing ill 
securities of the Government of India 
or a Loo,,1 Government, or Buoh _uri. 
ties of States in India as may be speei •. 
tied in this behalf by the Governor 
General in Council on the recommend· 
ation of the Central Boord, and 
maturing within ninety days from 
the date of such purchase or redisoount, 
exclusive of days of grace; 

(3) (a) the purcbase from and sale to sche
duled Lanks of sterling in amounts of 
not less than the equivalent of one lakh 
of rupees; 

(b) tbe purchase, sale and redisoount of bills 
of excbange (including treasury bills) 
drawn in or on any place in tbe United 
Kingdom and maturing within ninety 
days from tbe date of purchase, pro. 
vided that no such purchase, sale or 
rediscount shall be made in India ex· 
cept witb a scbeduled hank; and 

(e) the keeping of balances with banks in 
the United Kingdom; 

(4) the making to States in India, local autho
rities, scheduled benks and provincial 
co-operative banks of loans and advan
ces, repayable on demand or on 
the expiry of fixed periods not exceeding 
ninety days, agailllltthe seourity of-

(a) stocks, funds and securities (otber than 
immovable property) in whioh a 
trustee is authorized to invest trust 
money by any Aot of Parliament or by 
any l"w for the time being in force in 
British India ; 

(b) gold or silver or documents oftitle to 
tbesame; 

(e) suoh bills of exohange and promis
sory notes as are eligible for purobase 
or redisoount by the Bank; 

(d) promissory notes of any scbeduled bank 
or a provinoial co~operative bank, sup
ported by documents of title 
to goods whioh have been traosferred, 
assigned, or pledged to any suoh 
bank as seouri ty for a oash credit 
or overdraft granted for bond 
fole oommercial or trade transactions, 
or for the purpose of financing _so!"'l 
agricultural operations or the market
ing of orops ; 

(6) the making to the Governor General in 
Council and to such Local Governments 
as may have the oustody and manage
ment of their own provinoial revenues 
of advances repayable in each case not 
later than three months from the date 
of the making of the advance; 

(6) the issue of demand drafts made payable 
at its own offices or agencies and the 
making, issue and oiroulation of bank 
post bills ; 

(7) the purchase and sale of Government se
ourities of the United Kingdom matur
ing within ten yeam from the date of 
such purohaee ; 

(8) the purchase and sale of seouritiss of the 
Government of India or of a Local Gov
ernment of any maturity or of suoh 
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securities of a local authority in British 
India or of such States in India .... may 
be specified in this behalf by the Gover. 
nor General in Council on the recommen. 
dation of the Central Board : 

Provided that securities fully guaranteed .... 
to principal and interest by the Govero.. 
ment of India, a Local Government, a 
local authority or a State in India shall be 
deemed for the purposes of this clause 
to be securities of such Government, 
authority or State : 

Provided further that the amount of such 
securities held at any time in the 
Banking Department shan be SO regulat
ed thatr-

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

(lI) the value of such securities maturing 
after one year shall not exceed the 
aggregate amount of the share oapital 
of the Bank, the Be.ene Fund and 
two-fifths of the liabilities of the Bank. 
ing Department in respect of deposits ; 
and 

(0) 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 the1iabilities of the Banking 
Department in respect of deposits ; 

(9) the cuetody of monies, s'CU1ities and other 
article. of value, .. nd the collection of the 
proceeds, whether principa.I,· intereet or 
dividends, of any such securities; 

(10) the sale and reaUsation of all pl"Operty, 
whether movable or immovable, which 
may in any way oome into the poaseasioIl 
of the Bank in satisfaction, or part satie.· 
faction, of any of its claims ; 

(11) the acting as agent for the Secretary of 
State in Council, the Governor General 
in Counoil or any Local Government or
local authority or State in India in the 
transaotion of any of the folloWing kinds 
of business, namely:-

(a) the purchase and sale of gold or ailv'er ; 
(6) the purchase, sale, tra¢er and oostody 

of bills of exohange, securities or shares 
in sny company ; 

(e) the collection of the proceeds, whether 
principal, interest or dividends, of any 
securities or shares; 

(d) the remittance of such proceeds, at the' 
risk of the principal, by bills of ex· 
change payable either in India or else. 
where ; 

(e) the management of pubUo debt l 

(12) the purch.... and sale of gold coin and 
bnllion; 

(13) the opening of an account with or the 
making of an agency agreement with, and 
the acting as agent or cerre.pondent of, 
a bank which is the prinoipal ourrenoy 
authority of any country under the law 
for the time being in force in that 
country or any international bank formed 

la'OLJ) 
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by auoh banka, and the investing of the 
funds of the Bank in the ahara! of auy 
.,.00 intema~noJ benk ; 

(14) the borrowing of money for a period not 
exceeding one month for the purposea of 
the business of the BIIdIk, and the giviDg 
of security for money 80 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 other than a bank 
which is the principal ourrencyauthority 
of any country under the law for the time 
being in force in that country : 

Provided further that the total amount of 
such borrowings froID persons in India 
shall not at any time exceed the amount 
of the share capital of the BIIdIk; 

(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 
.ad things as may be incidental to or 
consequential upo" the exercise' of its 
powers or the discharge of its duties under 
this Act. 

18. When, in the opinion of the Central Board 
Power of direct dis- or, where the powers and 

oount. functions of the Oentral 
Board under this section have been delegated to .. 
oommittee of the Central Board or to the Goyernor, 
in the opinion of such committee or of the G6v~or 
as the case may be, a special occasion has arisen 
making it nec8B8&ry or expedient that action 
should be taken under this section for the purpose 
of regulating oredit in the interests of Indian 
trade, oommerce, industry a,11.d agriculture, the 
BIIdIk may, notwitlu.tanding any limitation oon· 
taiDe!!. in 6t1b.eIa1lSell (tI) and (b) of elause (2) 
or sub·emuse (a) or (b) of emuse (3) or emuse (4) 
of section 17.-

(1) purchase, sell or discount any of the bills 
of exchange or promissory notes specified 
in sub·clause (a) or (b) of clause (2) or sub· 
clause (b) of clause (3) of that section 
though such bill or promissory note does 
not bear tbe signature of a scheduled hank 
or a provinciaJ co-operative blldlk; or 

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

(3) make loans or advanees repayable on 
demand or on the expiry of fixed periods 
not excee<ling ninety days against th& 
various forms of security specified in 
cmuse (4) of that section: 

Provided that a oommittee of the Board or th& 
Governor shall not, save in cases of special 
urgenoy, authorize action under this section 
without prior consultation with the Central Board 
and that in all cases action so authorized aha 11 b& 
reported to the memb_ of the-Centrsl Board 
forthwith. 

19. Save "" otherwise provided in seotions17,18 
BusineIB' which the and 45, the Bank may 

Dank mal no~ tr ..... _. . not~ 

(1) engage in trade or otherwise have a direct 
interest in any commercia.!, industrial. 
or other undertaking, except such interest 
as it may in any way acquire in the 
course of the satisfaction of any of its 
claime: provided t.hat. an such interests 
sha.!1 be disposed of at the earliest possibI& 
moment.; 
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(8) porch ...... its Own .hares or tho .h ...... at 
any other bank or of any oomp&Dy, or 
grant loana upon the liecarity of any BOoli 
shares; . \ 

. (3) advance money on mortgage of, or other~ 
wise on the seewity of, immovable pro. 
perty or documents of title re!a.tintJ 
thereto, or become the owner of immov. 
able property, except so far as is neces,. 
sary for its own busine88 premises and 
residences for ita OmCl''' and servants ; 

(4') make loans or advances; 
(S) ch'aw or accept bills payalile otherwise 

than on demand; 
(6) allow interest on deposita or oorreal> 

accounts. 

CHAPTER m. 
~ BAl<XIHG FuwCTIONS • 

. IlO. The B .. nk ehall undertake to acoept momea 
Obligatio .. of tho Bank for accoont of the Secre. 

ta _t Gov_mODt tary of State in Council 
buaiDeoo. and the Governor General 
in Council and such Loo&l Government. as may 
have the custody and management of their own 
provincial revenues and such States in India as 
may be approved of and notified by the Gov8l'llOf 
General in Council in the Gazette of India, and to 
make payments up to the amount st&nding to the 
credit of their accounts respectively, and to carry 
out their exchange, remittance and other banking 
operatione, including the management of the 
publio debt. 

21. (1) The Governor General in Council and 
Bank to bve tba right such Local Governments. 

to traDsact Governme .. t as may have the custody 
hDaineB8 in India. and management of their 
own provincit> I revenues ehall entrust' the . 
Bank, au BUch cO!lditions aa may be agreed 
npon, with all their money, remittance, exchange 
and banlting transaction. in India. and, in. 
particular, .hall deposit free of interest all their 
oash balances with the Bank : 

Provided that nothing in this'sub·&eetion shaD 
prevent the Governor General in Council or 
any Loo&l Government from carrying on money 
transactions at places where the Bank has, 
110 branches or agenoies, and the Governor' 
General in Council and Local Governments may 
hold .. t .uch pla.c88 .uoh bBolances as they may 
require. 

(2) The Governor General in Council and ea.ch 
Local Government . shall entraat \he Bank, 
on auch conditione as may be agreed opon, with 
thema.nagement of the public debt and with the 
issue of any new loans. 

(.1) In the event of any failure to reach a~ 
ment on the oonditiona referred to in this aecti~· 
the Governor General in Council ehall decide what. 
the oonditions BhIill be. 

(4) Any agreement made under this section tor 
whiOh the Governor General in Council or any 
Loc&l Government is a party shall be !a.id, as soon 
as may be after it is made, before the Central 
Legis!a.tnre and in the case of .. Local Govern
D1ent before its local Legi.la.tme also. 

22. "(1) The Bank shall !uWv the sole righb to 
.' . issue bank BOtes in> Rigldto ___ Britieh India, Bond ma.y, 

for ... period which shall be fixed by the Governor 
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General in Council on the recommendation of the 
Central Board, issne eurrency notes of the 
Government of India supplied to it by the 
Governor General in Council, .... d the provisions 
of this Act applicable to bAnk notes shall, unleaa 
" oontrary 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 
(Iball be construed 8COOrdingly. 

(2) On and from the date on which this Chapter 
comes into force the Governor General in Counell 
shall not issue any currency notes. 
, 23. (1) The issne of bank notes shall be con' 

ducted by the Bank in an 
Iaou& Department. Issue Department which 

shall be separated and kept wholly distinct from 
the Banking Department, and the asseta of the 
Issue Department shall not be subject to any 
liability other than the liabilities of the Issue 
Department as hereinafter defined in section M. 

(2) The Issue Department Bhall 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. 
~tted by this Act to, form part of the Reserve. 

24. Bank notes shall be of the denominational 
;oonominations 01 not&lt. values of five rupees, ten 

rupees, fifty rupees, one 
hundred rupees, five hundred rupees, one thousand 
rupees and ten thousand rupees, unless otherwise 
directed by the Go~ ernor General in Council on the 
J8Commenciation of the Central Board. 

25. The design, form and material of bank 
notes shall be Buch as may 

Form of bank notes, be approvl'd by the Gov·' 
ernor General in Council 

after consideration of the recommendations made 
by the Central Board. 

26. (1) Subject to the provisions of Bub-section 
, Legal tend .. obaraotor (2), every bank note shall 

nf notes. be legal tender at any 
~ place in British India in 
payment or on aooount for the amount expressed 
therein, and Bhall be guaranteed by the Governor 
General in Counoll. 

(2) On recommendation of the Central Board 
the Governor General in Council m8Y, by 
notifioation in the Gazette of India, declare that, 
with efiect 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. 

2'1. The Bank shall not re'issne bank notes 
Be-issue of notes. which are tom, defaced 

or excessively soiled. 
211. NotwithstAnding anything contained in any 

enactment or rule of law 
Recovery of ,DOtes lost, to the contrary, no person 
~, mutIlated or ehall of right be entitled 
_perfect. to from th Gov • recover e .. 
ernor General in Council or the Bank the value of 
any lost, stolen, mutilated or imperfect currency 
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 and 
limitations subject to whioh the value of Bnch cur. 
rency notes or bank notes may be refunded as of 
grace and the rules made under this proviso sbaIl 
be laid on the tableofboth Boueeo of the Central 
;Legislature. ' 
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29. The Bank ehall not be liable to the payment 
Bank "';empt from' of any stamp duty under 

otamp duty on bank the Indian Stamp Aot, 
notes. 1899, in respect of bank D.!" 1899. 
notes issued by it. 

80. (1) If in the opinion of the' Governor Gener&! 
. in Council the Benk fails 

Powers. of Go~emor to carry out any of the 
G.noraI 1ft CODOc.1 to b"-' . ed 't 
oupened. Cent,..J Boord. 0 .... _Mons ImP'" on I 

. by or under this Aot, he 
III&Y, by notification in the,Gazette of India, decwe 

. the Central Board to be B11perseded, and th8l"eafter 
the geneml superintendence and direction of the 
affairs of the Bank shall be entrusted to such agency 
as the Governor General in Council may determine, 
&nd such agency m&y exercise the powers &nd do 
all acts &nd things which may be exercised or done 
by the Centrol Board under this Act. 

(8) When action is taken under this section the 
Governor General in Counoil ehall cause I' full 
report of the circumstances leadiog to such action 
&nd of the action taken to be laid before the Centml 
Legislature at the earliest possihle opportunity &nd 
in any case within three months from th~ iaB11e of 
the notification supersediog the Board. 

81. No person in British India other than the 
. Bank or, as expressly 

J ..... of d......,d bills &uthorized by this Act, 
ed notee. the Governor General in 
Counoilshall dr&W, &ccept, mHe or iaB11e any bill of 
exchange, hundi, promissory note or engagement 

·for the payment of money p&yable to bearer on 
demand, or borrow, owe or t&ke up &ny sum or 
Bums of money on the bills, hundis or notes pay. 
able to he&rer on demand of ap.y B11ch person: 

Provided that· oheques Of drafts, including 
hundis, payable to bearer on demand or otherwise 
may be drawn on a person's account with I' banker, 
shroff or agent. 

82. (1) .Any person contravening the provisions . 
P_It of section 31 shall be 

• y. punishable with fine 
. which may extend to the amoUnt. of the bill, 
hundi; note or engagement in respeot whereof the 
offence is committed. 

(8) No prosecution under this section shall be 
instituted exoept on oomplaint made by the Bank. 

88. (1) The assets of the l'asue Department shaU 
Aoset.B of tb. 1_. D.· oonsist of gold coin, 

partment. gold bullion, sterling secu, 
rities, rupee coin &lid rupee securities to suoh 
aggregate amount as is not less than the total 
of the liabilities of the Issue Department as here· 
inafter defined. 

(8) Of the total amQunt of the assets, not less 
than two·lifths shall consist of gold coin, gold 
bullion or sterling securities: 

Provided that the amount of gold coin and gold 
bullion shall not at any time be less than forty 
crares of rupees in value. 

(3) The remainder of the assets shall be held 
in rupee coin, Government of India rupee securi· 
ties of any maturity and such bills of exchange 
and promissory notes paya bJe in British India 
asare eligible for puroh&se' by the Bank under 

. sub·olause (a) or Bub·olause (6) of clause (8) of 
section 17 or under clause (1) of section IS:' • 

Provided that the amount held in Govern
ment of India rupee securities shall not Bt any 
time exceed one· fourth of the total amount of the 
assets or fifty crores of rupees, whiehever amoun\ 

11270 LD 
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is greater, or, with the previous sanction of the 
Governor General in Council, suoh amount plus a 
sum of ten cram! of rupees. 

(4) For the purposes of this section, gold 
ooin and gold bullion ah&ll be valued at 8'475111 
grains of fine good per rupee, rupee ooin ah&ll be 
valued at ita face value. and aoouritiea shall be 
valued at the m&rket rate for the time being 
obtaining. 

(6) Of the gold ooin and gold bullion held &8 

aaaeta, not leas than seventeen·twentieths shall 
I>e held in British India, and all gold ooin and gold. 
bullion held a. a&seta ah&ll be held in the 
oustody of the Bank or ita agenoies : 

Provided that gold belonging to the Bank 
whioh is in any other bank or in any mint or 
treasury or in transit inay be reckoned as part of 
the &aBeta. 

(6) For the purposes of this section, the sterling 
aeourities whioh may be held as part of the 
asaeta shall be securities of any of the following 
kinds payable in the ourrenoy of the United 
Kingdom. namely :-

(a) balances at the credit 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 and having a maturity net 
exceeding ninety days; 

(e) Government securities of the United King. 
dom maturing within five years: 

Provided that, for a period of two years from 
• the date on which this Cliapter comes 

into force, any of such last mentioned 
aeourities may be securities maturing 
after five years, and the Bank may, at 
any • time before the expiry 'of that 
period, dispose of such securities 
notwithstanding anything oontained 
in section 17. 

84. (1) 'I:he liabilities of the Issue Department 
Liabilities of the Issue _ shall bp an amount equal 

Department. 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 seotion, any cur
renoy note of the Government of India or bank note 
which has not been presented for payment within 
forty years from the 1st day of April follow. 
ing the date of ita issue shall be deemed not to 
be in oirculation, and the value thereof shall. 
notwithstanding anything contained in sub· 
section (2) of section 23, be paid by the Issue 
Department to the Governor General in Council 
or the Banking Department, as the oase may 
be; but any such note, if subsequently presented 
for payment, shall be paid by the Banking De· 
partment, and any such payment in the oase 
of a ourrency note of the Government of 
India shall be debited to the Governor General in 
Counoil. 

85. O!l the date on which this Chapter comes 
into force the Ieane De

. ~nitia1 _ and Habi· partment shall take over 
liti.... from the Governor Gene • 
. ra1 in Council the liability for all the currency notes 
of the Government of India for the time being in 
cirouls tion and the Governor General in Council 
shall transfer to the Issue Department gold ooin, 
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gold bullion, sterling securities, rupee coin and 
rupee securities to such aggregate amount as is 
equal to the total of the amount of the liability so 
tr .. nsferred. The coin, bullion .. nd securities shall 
be transferred in such proportion 88 to comply 
with the requirements of section 33 : . 

Provided that the total amount of the gold coin, 
gold bullion .. nd sterling securities so transferred 
shall not he I .... than one·hali of the whole amount 
transferred, .. nd that the amount of rupee coin 80 
transferred shall not exceed fifty orores of rupees : 

Provided further that the whole of the gol4 coin 
and gold bullion held by the Governor General in 
Council in the gold standard reserve .. nd the paper 
currency reserve at the time of transfer shall be 80 

transferred. 

36. (1) Aft6r the olose of' any financial year 
Method 01 deeling with in which the minimum 

fluctuations in rupee coin amount of rupee coin held 
asset.. in the BSBets, 808 shown 
in any of the weekly .. ccount. of the Issue Depart. 
ment for that yea, pre.crihed under .ub·.eotion (1) 
of section 5::1, is greatH than fifty crorts of rupees 
or one-sixth of the total amount of the ..... ts 
as shown in tha.t .. ccount, whiohever may »e the 
greater, the B .. nk m .. y deliver to the Governor 
Gener .. 1 in Council rupee coin up to the amount 
of such excese but not without hi. ('onsent 
exceeding five crore. of rupee., against payID6nt 
of legal tender value in the form of bank notes, 
gold or securities : .. 

Provided tha t if the B .. nk .0 de.h .... and if the 
amount of gold coin, gold bullion and sterling 
.ecurities in the .... ets does not at th .. t time 
exoeed one·half of the totel a .. ets, .. proportion' 
not exceeding two·fifths of .uch payment sh .. ll be 
in gold coin, gold bullion or such sterling securi
ties as may be held as part of the .... ets under 
.ub·.ection (6) of .ection 33. 

(2) After the olo.e of .. ny finanoia.! ye .. r in whioh 
the.maximum amount of rupee ooin held in the 
assets, a. so shoWD, is I .. s than fifty crores of 
rup.... or one·sixth of the total amount of the 
a .. ets, as .0 shown, whiohever may be the greater. 
the Governor Gener .. 1 in Council shan deliver to the 
Bank rupee coin up to the amount of suoh deficien. 
cy, but not without its consent exceeding five 
crores of rupees, .. gainst p .. yment of lega.! tender 

,value. 

S7. (1) Notwithst .. nding anything contained in 
SU:BpsnsioD. of 88S8te the foregoing provisions, 

""lwNmente. the Bank may, with the 
previous .anctio n of the GovelDor Generalin Coun. 
cil, for periods not exoeeding thirty da.y. in the first 
instance, which m .. y, with the like ... nction, be 
extended from time to time by periods not exceed. 
ing fifteen d .. ys, hold as assets gold coin, gold 
bullion or sterling securities of less aggreg .. te 
amount th .. n th .. t required by .ub-section (2) of 
section 33 .. nd, whilst the holding is so reduoed, 
the proviso to that sub·section sh .. n cease to be 
oper .. tive: 

Provided th .. t the gold ooin .. nd gold bullion 
held .... uoh assets .h .. n not be reduced below the 
amount specified in the proviso to Bub·.ection (2) of 
.ection 33 so long .. s any sterling securities rem .. in 
held .. s such .... ets. 

(2) In respect of .. ny period during whioh 
the holding of gold coin, gold bullion .. nd sterling 
seonritie. is reduced under .ub .... otion (I), the 
B .. nk shall pay to the Governor Genoral in 
Council a tax upon the .. mount by which Buoh 
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holding is reduced below the mlrumum pre. 
scribed by sub.section (2) of section 33; and 
such tax .hall be payable at the b .. nk rate for 
the time being in force. with an addition of 
one per cent. per annum when such holding 
exceeds thirty.two and a half per cent. of the 
total amount of the aseets and of a further one 
and a half per 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 .hall not in any event 
be payable at a rate 181<9 than .ix per cent. per 
annum. 

38. The Governor Gelleral in Council shall 
undertake not to re·issue 

Obligatio •• 01 G~v...... any rupee coin delivered 
ment and the Bank 111 rea- • 
poet of rupee ooin und6r secttOn 36 nor to 

. put into circulation any 
rupees. except through the Bank and as pro· 
vided in that section; and the Bank shall under. 
take not to dispose of rupell coin otherwise than 
for the purposes of oirculation or by delivery 
to the Governor General in Council und~r that 
section. 

39. (1) The Bank &hall issue rupee coin on 

ObI''':'' t I demand in exohange for 
I._Ion a SUPP y b nk teo d 

different forma of our- a. no a.n currency 
reney. notes of the Government 

of India. and shan issue 
. ourrency notes or bank notes on demand in ex· 

change for coin which i. legal tender under the 
Indian Coinage Act. 1906. 

(2) The Bank shall, in exchange for ourrency 
notes or bank notos of five rupee. or upwards. 
supply currency notes or bank notes of lower 
value or other coins whioh .. re legal tender nnder 
the Indian Coinsge Act, 1906, in such quantities 
as may, in the opinion of the Bank, be required 
for circulation; and the Governor General in 
Council shall supply such coins to the Bank on 
demand. If the Governor General in Council at 
any time fails to supply such coins, the Bank 

. shan be reI .... ed from its obligation. to .upply 
them to the publio. 

40. The Bank shan sell. to any person who 
Obligatio... to .. n make. a demand in that 

sterling. behalf at its office in 
Bombay, Calcutta, Delhi, Madras or Rangoon an4 
paye the purchase price in legal tender currency, 
sterling for immediate delivery.in London, at a 
r .. te not below one shilling and five pence and forty. 
nine sixty.fourths of a penny for a rup.e : 

Provided that no person shall be entitled to 
demand to buy an amount of sterling les. than 
ten thou.aud pounds, 

41. The Bank eh&ll buy, from any pereon who 
Obligation tAl buy makes a demand in that 

sterling. beha,1£ at its office in 
Bombay, C&lcutta, Delhi, Madras orR&ngoon. 
sterling for immedi&te delivery in London, at a. 
rate not higher than one shilling and six pence 
and three·sixteentbs of a. penny for a rupee: 

Provided that no person shall be entitled to 
dema.nd to sell an amount of sterling les8 than ten 
thousand pounds: 

Provided further that no person shall be entitled 
to receive payment unless the Bank ie satisfied that 
payment of the sterling in London has been 
m~ Ill. 
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. U. (1) Every bank included in the Second 
Schedule sbaJ.l maintain. 

. Cash _ .. of ..,he. with the Bank a 
:f~ tbt;:B~ to be kept balance the amount of 
, .which .ball not at the 
cWee of business on any day be less than five per 
cent. of the demand liabilities and two per cent. of 
the time liabilities of such bank in India as shown 
in the return referred to in rub·section (2). 

Ezplanation.-For -the purposes of this section 
liabilities ,mall not include the pa.id·up capital or 
the reserves, or any credit balanoe in the profit and 
)088 account of the bank or the amount of ap.y loan 
taken from the Reserve Bank. 

(2) Every scheduled bank shall ... nd to the 
Governor General in Council and to the Bank 
.. J:eturn signed hy two J:eBponsible offi.cers 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 Government of India and 
bank notes, 

(e) the amounts held in India in rupee coin 
and subsidiary coin, J:eSpect;vely, 

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

(e) the balanoe held at the Bank, 
at the close of business on each Friday, or if Friday 
is a public holiday under the Negotiable Instru: 
ments Act, 1881, at the close of business on tho XXVI of 
preceding working day; and such return shall be 1881. 
sent not later than two working days after the 
date to whicb it relates: • 

Provided that where the Bank is satisfied that 
the furnishing of a weekly return under this sub
section is impracticable in the case of any scheduled 
bank by reason of the geographical position of the 
ban4 and its branches, the Bank IIIBy J:equice such 
ba·nk to furnish in lien of a weekly return n month
ly J:eturn to be dispatched not later than fourteen 
days after the end ofthe month to which it relates 
giving the dete.ils specified in this sub-section in 
respect of sncb bank at the close of business for 
the month. 

(3) If at the close of businelll! on any day before 
the day fixed for the next return, the balance held 
at the Bank by any scheduled bank is below the 
minimum prescribed in sub·section (1), such sche
dnled bank shall be liable to pay to the Bank in 
iespect of each such day penal interest at a rate 
three per cent. above t·he bank rate on the amount 
by which the balanoe with the Bank falls short of 
the prescribed minimum, and if on the day fixed 
for the next J:eturn suoh balance is still below the 
preserihed minimum as disclosed by thi. return, 
the rates of penal interest shall be increased to a 
rate five per cent. above the bank rate in respect of 
that day snd each Bubsequent day on which the 
'-lance held at the Bank at the close of busine ... on 
that day is below the prescribed minimum. 

(4) Any scheduled· bank fa.iling to comply with 
the provisions of sub-section (2) shall be lis ble to 
pay to the Governor Geneml in Council or to the 
Bank, as the case m .. y be, or to e&ch, a penalty of 
orle hundred rupees for each day during which 
the failure continues. 

(6) The penalties imposed by sub-sections (3) 
and (4) shall be payable on demand made by the 
Bank, and, in the event of a refuBaI by the default
ing bank to pay on such demand, may be levied by 
a direction of tbe principal Civil Court baving 

. jurisdiction in the area where a.u office of the 
)f!70LD 
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defaulting bank is 'eituated, such direction to be 
made ouly upon application made in this behalf to 
the Court by the Governor General in Council in 
the case of a failure to make a retum under sub. 
section (2) to the Governor General in Council, or 
by the Bank with the'previous sanction of the 
Governor General in Council in other cases. 

(6) The Governor General in Council shall, by 
notification in the Gazette of India, direct the 
inclneion in the Second Schedule of any bank not 
already so included which carries on the businesa 
of banking in Britieh India and which-

(a) has a paid-up capital and reserves of an 
aggregate value of not less than five lakhs 
of rupees, and 

(b) is .. oompany as defined in clause (2) of 
section 2 of the Indian Companiss Act, 
1913, or a corporation or a company in. 
corpora ted by or under any law in force 
in any place outside Briti>;h India, 

and shall by a like notification direct the exclueion 
from that Schedule of any scheduled bank the 
aggregate value of whose paid-up capital .. nd 
reserve becomes .. t .. ny time Ie... th .. n five lakhs 
of rupees, or which goes into liquidlOtion or other. 
wise cease!! to carryon banking busineas. 

43. The Bank shall compile and shall 
Publication of consoli. cause to be published each 

dated statement by the week a oonsolidated state· 
Bank. - ment showing the aggre. 
gate of the amounts under each clause of sllb-sec
tion (2) of section 42 exhibited in the return.8 
received from sched uled hanks under that section. 

44. The Bank may require any provincial co' 
'Power to require re. op~rat~ve bank with 

tUrns. from oo-operative which It has any transao
banks. tions under section 17 to 
furnish the return referred to in sub·section (2) of 
section 42, and if it does so, the provisions of sub. 
sections (4) and (5) of section 42 shall a ppl y so far 
.as may be to such co·operative bank as if it were 
a scheduled bank. 

45. (1) The Bank shall enter into an .. greement 
. with the Iulperisl Bank of 

Al!I':"'ment Wlth tho India which shall be sllb. 
Imperia.! Bank. . ject to the .. pproval of the 
Governor General in Council, .. nd shall be express. 
ed to come into force on the dIOte on which this 
Chapter comes into foroe and to remain in force 
for fifteen years and thereafter. until termina.ted 
after five years' notice on either side, and shall 
further oontain the provieions set forth in the 
Third Schedule : 

Provided that the agreement shall be oonditional 
on the maintenance of a BOllnd finsncial poeition 
by the Iulperial Bank and that if, in the opinion of 
the Central Board, the Iulperisl Bank has failed 
either to fulfil the conditions of the agreement or to 
maintain ... sound financial position, the Central 
Board .hall make a recommendation to the 
Governor General in Council, and the Governor 
General in Council, after making Buch fnrther 
-enquiry as he thinks fit, may issue iustmctions 
to the Imperial Bank with reference either to the 
tgreement or to any matter which in his opinion' 
involves the security of the Government monies or 
-the aasets of the Issue Department in the cllBtody 
of. the Iulperial Bank, and in the e,,"nt of the Im. 
perial B&nk disreg&rdlng suoh instrnctions m&y 
4eclare the agreement to be terminated. 
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(2) The agreement referred to in sub.section (1) 
ehall, as eoon as may be after it is made, be laid 
before the Central Legislature. 

CHAPl'ER IV. 

GlINlIB.AL PRoVISIONS. 

48. The Governor General in Council sh&ll 
Contribution by Gov. transfer to the Bank rupee 

..... or Generol in Council securities of the value of 
ta tb8 R_rve Fund. five crores of rupees to be 
allocated by the Bank to the Reserve Fund. 

47. After making provision for bad and doubt
.Allocat· f I ful debts, depreciation in 

IOn 0 BUrp us. assets, oontributions to 
staff and superannuation funds, and suoh other 
eontingencies as are usually provided for by 
bankers, and after payment out of the net annual 
profits of a cumulative dividend at such rate not 
exceeding five per cent. per annum on the share 
eapital as the Governor General in Councll 
may :fix at the time of the issue of shares, a 
portion of the surplus shall be allocated to the 
payment of an additional dividend to the share· 
holders caloulated on the' scale set forth in the 
Fourth Sdlednle and the balanc-e of the surplus 
.mall be paid to the, Governor General in Council : 

Provided that if at any time the ,Reserve Fund 
is Jess than the share capital, not' lese than :fifty 
lakhs of rupees of the surplus, or the whole of the 
eurplus if less than that amQunt, shall be allocat-
ed to the Reserve Fund. ' 

48. (1) Notwithstanding anything contained i.D. 

Exemption of Bank 
from income--tax and 
auper.ta.z and provision 
for deduction at source of 
inoome-ta:s: on dividends. 

the Indian Income-tsx 
Act, 1922, or any other Xl 01 lUll. 
enactment for the time 
being ill force relating to 
income·tax or super-tax, 
the Bank shall not be 

liable to pay income·tax or super·tax on any of 
its income, profits or gains : 

Provided that nothing in this section shall affect 
the liability of any shareholder in respect of in· 
eome·tax or super·tax. 

(2) For the purpores of section 18 of the Indian 
Income-tax Act, 1922, and of any other relevant Xl of 1111. 
provision ofthat Act relating to the levy and refund 
of income·tax any dividend paid -under section 47 
of this Act eha.ll be deemed to be "Interest on 
Securities n. 

48. The Bank shall make publio from time to 
Publicat' of bank ~e th~ s~dard rate at 

.... Ie lOU which It IS }>repared to 
• buy oue·discount bills of 

exohange, or other oommeroial paper eligible for 
purchase under this Aot. 

50. (1) Not leas than two auditora shall be 
.Audita.... elected and their remune· 

ration :fixed at the annual 
general meeting. Th6 auditors may be share. 
bolders, but no Director or other officer of the 
Bank shall be eligible during his continuance in 
office. Any auditor sha.ll be eligible for re-election 
on quitting office. 

(2) The :first auditors of the Bank may be 
appointed by the Central Board before the first 
annual gt'Deral meeting and, if so appointed, shall 
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hold office only until tht meeting. AIl audit. 
ors elected uuder thie section shall ... van.lly be ... nd 
continue to act ...... uditors until the first .. nnual 
gener .. 1 meeting after their respeotive eJections: 

Provided that .. ny c ... u .. l vac .. noy in the offioe of 
.. ny 8 uditor eleoted under this sectioll may be filled 
by the Contr .. l Board. 

5L Without prejudice to .. nything contaiued 
in section 50. the Gov. 

Appointment of apecial ernor Gener .. 1 in Coun • 
.. udito .. by Government. cil may. at any time 
.. ppoint the Auditor General Or such .. uditor. a8 
he thinks fit to examine and report upon the 
accounts of the B .. nk. 

52. (1) Every auditor shall be supplied with 
. . a oopy of the annu .. l 

P~W01'8 Bnd dut] .. of bal .. nce .• heet, and it .halI. 
auditors. be hie duty to examine 
the .ame. together with the accounts .. nd vonchers 
relating thereto; and every .. uditor shall h .. ve a list 
delivered to him of .. U books kept by the Bank • 
.. nd sh .. n .. t .. ll reasonable times h .. ve acce .. to the 
books, accounts .. nd other d~uments of the B .. nk. 
and may, at the expenee of the Bank if appointed 
by it or at the expenee of the Governor General 
in Council if appointed by him, employ acoount· 
ants or other persons to .... i.t him in investigating 
such acoounts, and may. in relation to suoh 
acoounts, ex .. mine any Director or officer of the 
B .. Ok. I 

(2) The auditors sh .. ll make .. report to the 
shareholders or to the Governor General in 
Counoil, as the c .. se may be, upon the annual 
b .. l .. nNl-sheet and accounts, .. nd in every suoh 
report they shall state whether, in their opinion. 
the b .. lance·sheet i. a full and fair blil .. nce .• heet 
containing all neceasary particular. and properly 
drawn up so as to exhibit a true and correct view 
of the state of the Bank's .. ffairs, and, in case 
they hve called for any explanation or informa. 
tion from the (:( ntral Board, whether it has been 
given and whether it is satisfactory. Any such 
report made to the shareholders shall be read. 

. togetber with the report of th& Contral Board, at 
the annual general meeting. 

53. (1) The Bank shan prepare and transmit 
Returus ~o the Goyernor General 

• m . Counorl a we&kly 
acoount of the Issue Department .. nd of the Bank· 
ing Depart mont in the form set out in the Fifth 
Sohedule or hi suoh other form as the Governor 
Gener .. l in Council may, hy notification in the 
Gazette of India, prescribe. The Governor 
General in Council shall cause these aocounts to 
he published weekly in the Gazette of India. 

(2) The Bank shaJI alsO, within two months 
from the date on which the annual accounts of the 
Bank are closed, transmit to the Governor General 
in Council .. copy of the annual accounts signed 
by the Governor, the Deputy Governors and the 
Chief Accounting Officer of the Bank, .. nd certi~ 
tied by the auditors, together with a report by the 
Contral Board on the working of the Bank through. 
out the year, and the Governor General in Council 
shall cause such "ccount.! and report to be pub
lished in the Gazette of India. 

(3) The Bank shaJI also, within two months
from the date on which the .. nnual accounts of the 
Bank are closed, transmit to the Governor General 
in Council a statem~nt showing the ns me, addreas 
and occupation of, and the number of shares held 
by. each shareholder of the Bank. . 
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&4. Tho Bank shall create a special Agricultural 
. . Credit Department the 

Agnoultura1 Credit De· functions of which ahall 
partment. bo-

(a) to ma!ntain An E'XJl"rt staff to study .. n 
queshons of agricultural credit and be 
ava.iJable for oon&ultation hy the Gover
nor General in Council, J..ooal Govern
ment., provincial co-operative banks, 
and oth~r banking organisations, 

(b) to co-ordmate the operatinns of the Bank 
in connection with agricultural credit 
and its relations with provincial co
operative banh and any other banks or 
organisations engaged in the business of 
agricultural credit. 

55. (1) The Bank shall, at tbe earliest practi
Report .• by the Baak. ",,:bthl~ datte

h 
and in anyfrocaS& 

Wl m ree years m 
the date r.n which this Chapter oomes into foroe, 
make to tl>e Goverpor General in Conncil a report, 
with proposals, if it t·hinks fit, for I~gielation, on 
the following matters, namely !-

(a) the extension of the provisions of this Act 
relating to srheduled banks to persons and 
firms, not being scheduled banks, engaged 
in British India in the busine .. of bank
ing, and 

(b) the improvement of the machinery for 
dealing with .agricultural ftnomoe and 
met.hod.; for effeoting a oloser connection 
between agricultural cnterpriae and the 
operations of the Bank. 

(2) When the Bank is of opinion that tbe inter· 
na.tional monetary position has become sufficiently 
clear and stable to make it pOBsible to determine 

. wbat will he suitable as It pern18nent basis for the 
Indian monetary system and to frame permanent 
m .... ures for a monetary standard it sbaU report 
ita views to the Governor General in Council. 

56. ,(I) The Local Board of any area may at any 
n to __ .... d \a time require any sbare
~ower '-.-- oc - 'h Id h' . d ration 88 to ownership of 0 er W 0 18 regIBtere 

regiot_ share.. on the register, for that 
area to furnish to the 

Local Board within a specified time, not being 
Ie .. than thirty days, a declaration, in such form 
as the Central Board may by regulat.ions pres
cribe, giving particulars of all .bar~s on t.he .aid 
register of which he is th~ owner. 

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

(3) If any person required to make .. declaration 
under sub-section (1) fails to make such declara
tion within the specified time, the Loca.! Board may 
make an pntry agall'st bis name in the register 
recording such failure and directing that he shall 
have no right to vote, either under section 9 or 
oection 14, by reason of the ahares regist.ered in hie 
name on that register_ 

(4) Whoever makes a false st~tement in any 
declaration furnished by him under Bub-section (1) 
shall be deemed to have committed the offence of 
giving false evidence defined in section 191 of the 
'Indian Pena.! Code, and shall lie punishable under XLV 
the second paragraph of section 193 of that Code. l 1860, 

(6) Not·hil)g coDtained in any declaration fur. 
Ilialted und .... sub-section (1) shall operate to affect 
·the Bank with notice of any trust, and DO Jl9tioe 
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of any trust e"Pressed implied or constructive &han 
be entered on the register or be receivable by the 
Bank. 

II}) Until Local Boards have been constituted 
under section 9 tho pOW~l8 of a Local Board onder 
this section shall he exeroiAed by the Central Board 
in respect of any area for which a Local Board has 
not been constituted. 

67. (1) Nothing in the Indian Companies Act, 
1913, shall apply to the 

LiqoidatioD of the Bank. Bank, and the Bank shall 
not be placed in liquid. 

ation save by order of the G<>vernor General 
in Council and in such manner as he may 
direct. 

(2) In such event the IOOserve Fund and Bur· 
plus assetB, if any, of the Bank shall be divided 
between the G<>vernor General in Council and the 
shareholders in the proportion of seventy.five per 
oent. and twenty.five per cent., respectively: 

Provided that the total amount payable to any 
shareholder under this section shall not exceed the 
paid.up value of the &hares held by him by more 
than one per cent. for each year after the com
mencement of this Act subject to a maximum of 
twenty-five per cent. 

6S. (1) The Central Board may, with the pre· 
Power of the Central vious sanctien of the G<>v. 

Board to make regula- ernor General in Council, 
tiel.... make regulations oon. 
siatent with this Act to provide for all matters for 
whioh provision is necessary or convenient for the 
purpose of giving effect to the provisions of this 
Act. 

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

(a) the holding and conduct of elections under 
this Act, including provieions for the 
holding of any elections according to the 
principle of proportional representation 
by means of the single transferabl .. vote; 

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

(c) 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 relating 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. 

(0) the mannpr in which notices may be 
served on behalf of the Bank upon 
shareholders or other persons ; 

(I) the manner in which the business of the 
Central Board shall be transacted, and 
the procedure to be followed at meetings 
thereof; 

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

(11) the delegation of powers and functions of 
the Central BoQ.!.'d to the G<>vernor, or to 
Deputy G<>vernors, Directors or officers 
of the Bank ; . 
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(0) the formation of Committees of the Centr&! 
Board, the delegation of powers and 
functions of the Central Board to such 
Committees, a.iid the oondurt of 
business in such Committees; 

(j) the constitution and management of 
staft .. nd superannuation funds for the 
ollicer. and servants of the Bank ; 

(k) the manner and form in which contr .. ote 
binding on the Bank may be executed; 

(/) the provision of an ollicial seal of the 
Bank and the manner and effect· of 
Us use; 

(m) the manner and form in which the balance. 
sheet of the Bank sh&il be d .. awn up, and 
in which th.. accounts shall be main. 
tained ; 

(n) the remuneration of Directors of the Bank ; 
(0) the relations of the soheduled banks 

with the Bank a.nd the return.! to be sub· 
mitted by the scheduled ba.nks to the 
Bank; 

11') the regulation of clearing.houses for the 
scheduled banks ; 

(g) the circumstances in which, and the COD· 

ditions and limitations subject to which, 
the value of any lost, st,olen, mutilated 
or imperfect currency note of the Govern. 
ment of India or bank .note may be 
refunded ; and . 

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

(3) Copies of all ..,gulations mad .. under thiB 
seotion shall be ava.ilable to the public on payment. 

69. In the Indian Coinage Act, 1906. for sse· ill of 1900. 
tion 11 the following 8eO· 

Amendmomt of Aet ill tion shall be substituted, 
of 1900. I namey:-

"11. Gold coins, coined at His Majesty's Royal 
. . Mint in England or at 

Demon.tisa',on of eave· . t st blished . 
reign and half-sovereign. any rom e a. m 

pursuance of a proclama. 
tion of His Majesty as a branch of HiB Majesty's 
Royal Mint, shall not be leg&! tender in British 
India in payment or on account, but such coins 
sh&il Le received by the Reserve Bank of India at 
its ollices, branches and agencies in India at the 
bullion value of such coina calculated at the rate 
of 8·47512 grains troy of fine gold per rupee." 

80. The Indian Paper Currency Act, 1923, the X of 1023. 
Indian Paper Currency 

RepeaJa. (Amsndment) Act, 192a, XXXVI of 

the Indian Paperi Currenoy (Amendment) Act, u ~2:9211 
1925, and the;"Currenoy Act, 1027, are hereby IV of 1027. 
repealed. 

81. In sub.seotion (3) of seotion 11 of tI,e Indian 

Am d of 
Companie. Act, 1913, VII )f 1913. 

en ment Beo- .. A_ th rd U'D_ I" 
tion 11. Aot VII of 1013. ..""r e wo ...... ya. 

the words .. Reserve 
Bank " shall be inserted. 
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THE FIRST SCHEDULE. 
(8es aedioft 4.) 

AlmAs IIBBVlID BY TBlI VAJUOUS 8uABJI RBoIB'l'BllS. 
[. The WESTERN AREA, served by the BOMBAY Register, ahaIl OOII8iat of-

the Bombay Preeidency including Sind, the Central Provinces, Berar, ~bad, Baroda, Kha!rpur, 
the We8tern India States, the Central India States (inoluding Makrai but exoluding Rewah anl1 
other Statee of Bundelkhand and Baghelkhand), the Gujerat Statee, Kolhapar ana the Deooao 
Statee. 

II. The EASTERN AREA, served by the CALCU'l"rA Register, ahall oonsiat of-
the Bengal Presidency, Bihar and Orissa, Assam, sikkini, Maniplir, Coooh·Behar, Tripura, the Eutern 

Statee, Rewah and other Statee of Bqp.delkhand and Baghelkhand. and the Khasi Statee. 
m. The NORTHERN AREA. served by the DELHI Register. ahall oonsiSt of-

the United Provincee. Delhi. the Punjab. the North·Weet Frqntier Province, Ajmer·Menrara. Balu
chistan. KMbmjr, the Punjab States exoluding Khairpur. the Simla Hill Statee, Duj&na. 
Pataudi. Kalsia. Rampur. Tehri·Garhwal, Benaree. the &jputana Statee includinllt Pa1anpar 
and Danta. Gwalior. Kbanjadh&na. Kaiat, Las Bela, Hunza, Nagir, Amb. chltraJ, l>ir, Phu1era 
and Swat. 

IV. The SOUTHERN AREA. served by the MADRAS Register, ahall collSist of-
the Madras Presidency. Coorg, Myeore and the Madras Statee. 

V. The BURMA AREA, served by the RANGOON Register, ahall oonsist of
Burma. the Andam&n and NIoobar Islands. Bawlake, Kantarawadi. and Kyebogyi. 

THE SECOND S&EDULE. 
[8u section 42 and section 2 (e).] 

SOIIlIDULBD BABXS: 
Ajodhia Bank, Fyzabad. 
Allahabad Bank. 
American Express Company Incorporated. 
Banco Nacional Ultramarino. 
Bangalol'e Bank. 
Bank of Baroda. 
Bank of Behar. 
Bank of Chettinad, Madra •. 
Bank of Hindustan, Mad."". 
Bank of India, Bombay. 
:Sank of Mysor •. 
Bank of Taiwan. 
Bank of Upper Burma. 
Bensr.& Bank. 
Bengal Central Bank. 
Bhagwan Das "" Co., Dehra Dun. 
Canara Bank. 
Central Bank of India. 

. Chartered Bank of India, Australia. lind China. 
Comptoir National d'Escompte de Paris. 
Eastern Bank. 
Grindlay and Company. 
Hongkong and Shanghai Banking Corporation. 
Imperial Bank of India. 
Imperial Bank of Persia. 

Indian Bank. Madras. 
Industrial Bank of Western India. Ahmedabad. 
J alpaiguri Banking and Trading Corporation. 
Karnani Industrial Bank. 
Lloyds Bank. 
Mercantile Bank of India. 
Mitsui Bank, Bombay. 
MulIassil Bank, Gorakhpur. 
National Bank of India. 
National City Bank of New York. 
Nederlandsche Indische Handels·bank. 
Nederlands.!'he Handel.Maatsohappij. 
Nedungadi Bank. Caliout. 
Oudh Commercial Bank. 
Peoples' Bank of Northern India. 
P. and O. Banking Corporation. 
Punjab and Sind Bank, Amritaar. 
Punjab Co·operative Bank. Amrltaar . 
Punjab National Bank, Lahore. 
Simla Banking and Industrial Company. 
Thomas Cook"" Sons. 
Travanoore National Bank, Tiruvalla. 
Union Bank of India, Bombay. 
U. Ra.i Gyaw Thoo and Co., Akyeb. 
Yokohama Specie Bank. 
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THE TIDRD SCHEDULE. 

(8ee M.Cli;m 16.) 

PaoVIBIONS TO DB OOllTADDID IN TIIlII AOBBBMBI<T BBTWlIBll THII RlmmVB BANK OJ' hrDIA AND TID 
. . IlI1'BBlAL B..urx· OJ' hrDIA. ' 

1.' The Imperial Bank of India aha.U be the sole agent of. the Reserve Bank of Jn4ia at a.U places in 
British India where there is a branch of the Imperial Bank of India whioh was in existence at the com
mencement of the Reserve Bank of India Act, 1934, and there is no branch oftt.e BA.J!lring Department 
of the Reserve Bank of India. 

2. In consideration of the performauos at the pia""" referred to in clause 1 by the Imperial Bank of 
India on behalf of the Reserve Bank of Ind; . ....,f the functions which the Imperial Bank of India was ·per. 
forming on behalf of the Governor General in Council before the coming into force of the Reserve Bank 
of India Act, 1934, the Reserve Bank of India shall pay to the Imperial Bank of India as remuneration a 
aum whioh shall be for the first ten years during whioh this agreement is in force a commission calculated 
at one-sixteenth of one per cent. on the first 250 orores and one thirty.eeoond of one per cent. on the re
mainder of the total of the receipts and disbu_ments 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 paid by the Reserve Bank of India to the Imperial Bank of India for the perform
anos of these functions .hall be revised and the remuneration for the en..uing five years shall be deter
mined on the basis of the actual. cost to th" Imperial Bank of India, as ascertained by expert accounting 
investigation, of performing the said functioWi. The remuneration ao determined shaH thereafter be 
subjeot to revision in like mauner at the end of each period of five years s;) long as this agreement remains 
in fotos. If any dispute arises between the Reserve Bank of India and the Imperial Bank of India "" to 
the amount of the said remunera.tion the matter shall be referred for final deoision to the Governor General 
in Counoil who may require from the Imperial Bank such information and may order ~uch accounting 
investigation a. he thinks fit. ; . 

3, In consideration of the maintenanos by the Imperial Bank of India of branohes not lese in 
number than those existing at the oommenosment of the Reserve Bank of India Act, 1934, the Res.rve 
Bank of ~dia shall, until. the expiry o.f fifteen years from the coming into force of this agreement, make to 
the Imperial B .. nk of India. the followmg payments, namely :- . 

(a) during the first five years of this agreement-nine Iakha of rupees per a.nnum ; 
(6) during the next five years of the .. greement;.......sU: lakhs of rupees per annum; and 
(e) during the nen five years of the agreement-four lakhs of rupees per annum. 

4. The Imperial Bank of India shaU not without the approva.1 of the Reserve Banko of India o,Pen 
any branch in suba~itution for a branch existing at the time this agreement comes into foroe. . 

1'HE ~O'P'RTH·SCHEDULE. 

(Su-uor. 47.) 

BOAU OJ' ADDITIONAL DIVIDBBD l'AYABLB ro SRABBROLDBBS. 

A. If the maximum rate of dividend fixed nuder eeotion 47 is five per centum and 80 long ... the ohare 
capital of the Bank is five ororea of rup__ . ' 

(1) if the surplns does not exosed four orores of rupees-Nil ; 

(2) if the surplus exoeeds four orores of rupees-

(a) out?, ~uoh exoeos np to the first one and a half orores of rupees-a fraotion equa.! to one-
aixtieth; . 

(6) out of each suocessive additional excess up to one and a half orores of ru~ne-hah OI '''''' 
fraction pa.ya.ble out of the next previous one and .. half crores of excess : 

Provided that the additional dividend shaU be .. multiple of one-eighth of one per cent. on the share 
capital, the &monnt of the surplus a.Uooated thereto being ronnded up or down to the nearest one-eighth of 
one per cent. on the ohare capital. 

B. If the maximum rate of dividend fixed nnder eeotion 47 is below five per osnaun, the said fra.ctioll 
of one-sixtiet.b shall ba inoreaeed in the ratio of tho difterenoe between six and the fixed rate to unity. 

O. When the original ohare .... pital of the Bank has "- inorea.sed or reduced., the aa.id fraction of 
one-oixtieth shaU be inoreaeed or diminished in proportion to the inorea.se or' reduotim of the share 
oapital. 

M.10LD 
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THE FIFTH SCHEDULE. 
(8~ .et:Cio. 63.) 

RBsBBV_ BAlIK. or hDIA. 

.dll .dccovnl ptlr_' to 1M ~ Balli oj IttditJ .dcC, 1934, fer 1M _I: eMi"ll 011 ,Ae 
rssu. DBr.umnnrr. 

iAJoJ 

BIIIIk Notes beId In tbe BIIDIrlnc DepoorDm. 
BIIIIk Notes iu oiroaIot.km 

ToW BIIIIk Notes ....... • • 

ToW Liabilitioo • 

• 

--

A. Gold eoin IIDd baJIioD
(a) beId In Iadla 
(6) held outoide IDdIa 
Slvliug~ 

• 

• 
• 

ToW <II A 

B. R_ooiD • Go.a_' <llIadla __ --'- • 
In_ billa <II aobaap IIDd a ___ • 

aial papee •. • • • • • 

ToW_ • 

RAtio of total of A to liabilities percent. 

~ted the day of . 19 • 
B..u<ItDIQ DBPABTIIDNT. 

Liabilities. .d..ce.. 

RIo. 

CapiW paid up • N_ • • • • • • _Fund • • ~ooiu • 
Depooi- I!ubaidia<y ooiu • 

III) Govemmeot • • • • Billa diaooaDted-
(6)_ • • • • • • (a)In_ • • • • 
(e) Othaa • • • • . (6) ExtaDaI • • • • 

!Billa payable • • • • • (e) 00. __ * of Iadla 'l'reuary Billa 
·Othe. liabilities • • • • Be'er". be1d abrc.d • • 

Loazuo IIIId """- to the Go •• _, • • 
Other \oam·1IDd """- • • • • 
In_III 0 __ • 

• • • 

DafAld the day of 19 

--
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Message 
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Qongf'8tulations are due to you that your strenuous advocacy over a 

long period, and your conceptions, have borne fruit. 

Perhaps no other journalist in India has mada a closer study ot Central 
Bank principles; and it must, indeed, be a satisfaction to you to realise 
that your psn has oontributed so largely to the general goodwill that 

the InC:ian publio has aocorded the new institution. 

$8th M .... h, 19$5. 
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the latter by the pursuit of an intelligent policy in 
regard to the level of prices. Prices obviously mean 
the purchasing power of the nallonal currency; and 
this has two sides, internal and external. The 
external purchasing power raises the question of the 
exchange value of the national currency. We thus 
come to the position that credit, prices and the 
exchange sum up the main responsibility of a central 
banking institution. These flow from the function of 
finance as a handmaid 10 industry; and from thc·:;e 
are derived the various specific tasks such as the 
fixing of the bank-rate, the rediscounting of bills, 
open market operations. the maintenance. of prices and 
the control of the exchanges. It is with these specific 
obligations that the public is familiar. But it is obvious 
that these questions cannot be followed wilh any 
intelligent interest, except of a sectional kind, unless 
it is remembered that the main responsibility of a 
central banking institution is in reference to the 
national economic system and not to the money and 
exchange markel s or to big finance or big businc.<s. 

It is only if we overcome the limitations caused 
in our outlook by the conception of a central bank as 
a mere mentor of the money market that we can fescue 
the Reser\'e Bank of India from the fate which has 
befallen the central banks of other countries and make 
finance a true handmaid to industry instead of being 
the slave of big financiers. Though central banking 
is more than a century old, and though central banks 
like the Bank of England had functioned efficiently 
within the sphere they had prescribed for themselves, 
the relation of a central bank to a national economic 
system has been clarified only recently. The example 
of the Bank of England in a country, in which foreign 
trade and the financing of international trade have 
been a large part of the national economy, has served 
to obscure certain aspects of the working of a central 
bank. These aspects are more important in countries 
which have far less of foreign trade and little or 

atothing of financing of international trade. Even in 
Great Britain the preoccupation of the Bank of 
England with the City and the City interests had 
meant a neglect of industry, the bitter consequences 
of which Britain is reaping today. 
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During the post-War period, British Industry was 
losing its foreign markets due, among other things, to 
the inability of British industries to carry out a pro
gramme of rationalisation. Even the most important 
industries w.re, as the phrase goes, '·on tile bank." 
And apart from its ~ack of interest in the tinancial 
requirements of industry, the Bank of England al;o 
imposed an additional handicap by advocating Hnd' 
bringing about an overvalllation of the pound. If tht· 
Bank of England to-day i, wlpopular in cirel,·s, whidl 
are de\'oted to British industry as distinct from the 
City, it is because of the many sins of commi.sion 
and omission with which British Industry may well 
charge Brilain's central banking institution. It would, 
perhaps, be unfair to suggest that the Bank of England 
authorities were deliberately partial to the financial 
interests of the City or wilfully neglectful of the 
requirements of British industry. It is due mainly 
to the hazy perception of the main functions of central 
banking. In a country like America, the com para
lively minor importance of foreign trade has not hdped 
the Federal He.erve Banking system to have a livdier 
sense of responsibility towards the producers for 
internal consumption. For years, the general level 
of prices had gone down to a level at which little or no 
productive activity could be carried on on a remunera
tive basis. And it was not till the advent of Mr. 
Roosevelt in White House that the Federal Rcs,·rve 
Banks were ruddy awakened to their dul ies to nati,,"al 
industry. And even during the Hoosevelt regime, the 
President had had to obtain from Congress dIcta tonal 
powers over the Federal Reserve Syslt-m. And where 
Congress was disinclined to give such powers, Mr. 
Hoosevelt has had to devise his own methods of 
bringing pressure to bear upon the Federal Heserve 
Officials. Germany is, perhaps, the ouly nation, which 
under pressure of adversity has caused its Riechsbank 
to serve industry and, in fact, all manner of pro
ductive activity to Ihe best of its ability. 
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. The . ins~CeS we have cited before should suffice 
to impress the Indian mind willi the ~wty of' the 
consequences w~bwould. follow the m~ere~ce. ,?f 
'a public which will. allow Its central banking I!'"titu
tion to serve anytlring but the good of the nation as 

. a whole. 
To clarify the true aims and methods of the 

Reserve Bank of India, one will, therefore, have to 
'expend a gf",,;t deal of thought ?n. the salient fea~ 
of India's national economy, as It IS to-day, and as It 
would have to be, if the interests of the masses and 
the aspirations of those who seek to serve them are 
to be realised. We have to note, in the' first place, 
that Indian economy as it is to-day is predeatinantly 
agricultural and that,' even if our wildest dreams of 
industrialisation were to be realised, the importance of 
agriculture will at least be equal to that of industry. 

In formulating its policy and in developing its 
technique the Reserve Bank will have to bear in mind 
that it is functioning in a country which is now pre
dominantly agricultural and in which the imporlance 
of agriculture will at all times be paramount. It is 
a different 'j.uestion whether a central bank can help 
agriculture m the same way it can help, and has 
helped, industry. We shall have more to say of this 
later. Here we are concerned with the lines on which 
the intelligent layman should think out the problems 
of central banking in a country like India. It should 
suffice if he remembers he should not imbibe his ideas 
from books which deal with the working of the Bank 
of England. We have shown how inadequate it was 
even from the standpoint of an industrial and export
ing country like Great Britain. One can, therefore, 
imagine how much more inadequate it should be in 
India. 

One should not, however, make the mistak~ of 
under-rating the difficulties in the way of the Reserve 
Bank trying to provide credit for agriculture in the 
same way in which it provideS cr~dit for industry. 
The liquidation of credit in the case of the former 

, .• " " ' l\ • 
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has been foUnd in every ~ge ~d clime to 'be' more 
difficult,than in ~ case of' the . latter. But there 

, is no reason why the difficulties should be insuperable. 
"From the standpoint of provision of credit, the diff ... -
ence between agriculture and industry arises from the 
fact that the former is less organised than the latter. . 
The processes of production and marketing are less 
smooth than in industry. There are. it may be added, 
more uncertainties attendant on the growing of a crop 
in a farm than on finishing raw materials in, a factory. 
The units of production in industry are laiger. The 
average industrialist is' a keener individual than the 
ave,rage agriculturist, that is, from the standpoint of 
business. All said and done, there is no difference 
between agriculture and industry which is altogether 
indelible and which need necessitate for all time at the 
hands of of the Reserve Bank a step-motherly treatment 
for agriculture. 

All that' the Reserve 'Bank can ask is that 
the conditions of agriculture should, from the 
point of wew of the lender, approximate as nearly 
as possible to the conditions of industry. This, it will 
be readily seen, is largely a question of organisation. 
When agriculture is organised on a co-operative basis 

, . and when the co-operative system' functions efficiently, 
agriculture might be said to be eligible for Reserve 
Bank credit as well as industry. In the- first place. 
the co-operative spirit will have converted the stolid 
farmer into as keen an indiwdual as the average 
industrialist is reputed to be. The power of bargain
ing, whether in buying the means of production or in 
marketing the produce, will have been immeasurably 
enhanced. When a large association of agriculturists 
functions as one unit, agriculture, for all purposes of 
'credit, functions as a large-scale unit. The processes 
'1f production and marketing are more smooth. C0-
operation will have instilled into the mind"f 
each agriculturist the importance of liying within one's 
.means and putting by somethmg for the rainy day. 
The liquidation of agricultura1 credit will then be no 
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more difficult than the liquidation of credits to 
industry. 

The paramount problem of InmaJl econO\l1Y is to 
organise agriculture on these lines.. DoubtJo;ss, a 
multiplicity of problems, which hav~ httJe to do directly 
with banking or central banking, will have to be solved 
before agriculture is organised. Illiteracy, ruraJ 
indebtedness, methods of cultivation, the inculcation 
of the co-operative spirit and educational work of 
various kinds other than imparting a knowledge of 
reading and writing are involved. With these. the 
Reserve Bank, or any bank for the matter of that, has 
little to do. But in the organisation of agriculture 
on a co-operative basis, it will make a great deal of 
difference whether the Reserve Bank keeps a s}'l!lpathe
tic and helpful attitude or a needlessly censorious and 
obstructive attitude. A liberal policy of credit to co
operative institutions will, doubtless, be needed. While 
it is dangerous to under·rate the risks or the conse
q uenees of mistakes of policy, it would be folly to 
delay progress by excessive conservatism or refusal to 
take necessary risks. 

Service to agriculture will be the touchstone of 
sl.ccess for India's central bank. Though this questi •. " 
comes up last in most discussions of central banking 
in India, we have put this first as we would not like 
to see the public mind diverted from it in consideration 
of the difficulties involved. 

The authorities of the Reserve Bank have equally 
a right and duty to go into this question with an open 
mind. They may regard it as an open question 
wheth.r the needs of agriculture require to be served in 
a special way. It might well prove-and it would be 
very fortunate, indeed, if it does-that, when indige
nous banking is purified, better organised and enabled 
to function more organically, the needs of the agricul
turist are met adequately. It is accepted on all hands 
that banking amenities are well·spread over the whole 
country. What is wrong is that on the one side, 
banking practice and methods are not· pure or efficient . 
and on the other, the borrower is not fully credit
worthy. It is an old mechanism, with some parts 
worn out, some ilI·fitted, the whole of it dusty and 
clogged. unattended for centuries. Before it is cleaned 
and repaired and set on a trial run, one need not rush 
to the conclusion that it is ill-suited and ought to be 
replaced by another of new make and different design. 
The mechanical analogy, too, it must be realised, is 
misleading. Social customs and institutions are bio
logical rather than mechanical. They grow in the 
soil ; and even if the overgrowth of ages is cleared, 
what comes in its place will have to strike its rools 
in the soil. And there are countless instances of age
old trees discovering. within their aged exteriors a 
young and vigorous sapling. of unsuspected poten
tialities. 

It might well be the case with India's indigenous 
banking. It is not only unjust, but it would be a 
folly, too, to pre-judge its potentialities. The Reserve 
Bank, if it approaches its problems with an open mind, 
will make no conclusions before it has concluded its 
task of bringing about the unity of India's money and 
capital market. The unification of the Indian money 
market is thus the paramount task of the Reserve Bank 
of India. 

The unification of the Indian capital and money 
market is necessary if finance is to function smoothly 
and efficiently in the national economic system. At 
present in India our capital resources are lying about 
in pools scattered all over the country in the form of 
hoards. For reasons some of which may be traced 
to the distant past and some can be attributed 
to the mistaken policy of the British Government, 
India has been-though less so of late--a country of 
hoards. Th... hoards ought really to swell the 
capital resources of the nation; and when they do, 
they would obviously serve the double purpose of 
procuring an income for their present owners and 
helping forward the economic development of the 
country. How the Reserve Bank is to succeed in its 
endeavours to coa.z the savings of the people from the 

hoards is a matter on which Indian Fi .... nc. had 
formerly expressed its own opinion, but which in the 
changed circumstances, is worthy of a separate 
enquiry. It is possible that monies will come out of 
hoards out of their own accord, when the expansion 
of productive activity within the country holds out 
the chances of reaping good dividends from new 
enterprises. 

The unification of the Indian capital market in 
the sense of thawing the frozen hoards must be ron
sidered to be one of the more distant objectives of 
the Reserve Bank. But a more immediate tasJi is 
that of unifying the Indian money market. It is 
well·known that the Indian money market, which is 
at present the subject of the weekly reviews of 
Indian Finane., is confined to the principal cities and 
comprises only the resources of the Imperial Bank of 
India, the Exchange Banks and the Indian Joint 
Stock Banks, to which may also be added some of 
the big export and financial houses. 'rhe activities 
of the indigenous bankers have but the loosest con
nection with the money market as we know it in the 
cities. It is not to be supposed that, because the 
activities of indigenous banking are not so much in 
the public eye and do not figure in the weekly report 
of financial journals and dailies, its importance to 
India is to be under·rated. On the other hand, if 
agriculture represents by far the most important 
branch of economic activity in India, then it must be 
said that the importance of indigenous banking 
exceeds that of the,. modernised banks in the Metro
politan cities and in the urbau areas. Indigenous 
bankers have so far met the needs of agriculturists 
with a curious blend of severity and sympathy. The 
rates of interest charged are mostly unconscionably 
high. But the rural bankers have always accommo
dated themselves to the circumstances of their 
deQtors. It is a very significant fact that while in 
other countries credit crises of various kinds have 
been precipitated, in a country like India which has 
an age-old indebtedness there has not been any 
appreciable increase of the efforts of creditors to fore
close. 

But the· lack of an organic relation between 
indigenous banking and organised joint stock banking 
and the rest of the money market proper, has involved 
serious handicaps for the country. For one thing, 
lack of unity in the money market has meant a lack 
of uniformity iri interest rates which is most un
helpful. If the Indian money market contiRues in 
its present disorganised state, the Reserve Bank will 
be hard put to it to pursue any intelligible or effec
tive credit policy. When interest rates are not nni
form, not only will the credit policy be ineffective, 
but even the reaction of prices to changed circums
tances will be slow and unnatural.' The indices of 
the state of business and economic progress would be 
distorted and unreliable. And, above ail, capital 
cannot Bow into t\le chaunels of the utmost produc. 
tivity with the same ease as it does in foreign 
countries; and the result would be that even the 
most creditworthy would often have, by reason of 
their geographical location, to pay unreasonably 
high rates of iuterest. 

It is for these reasons that the Reserve Bank 
authorities will have to explore the means of esta· 
blishing an organic counection with indigenous 
banking in all parts of the country. This will, 
doubtless, have to be done by enabling indigenous 
banks to take their plsce within the framework of 
the national ban\;ing system headed by the Reserve 
Bank. There can be no doubt that, as they are, the 
indigenous banks are neither eligible for the status 
of members of the reserve banking system nor will 
they find it easy to avail themselves of the facilities 
and amenities afforded by the Reserve Bank. The 
former would require a purification. Indigenous 
banking h..... in a majority of cases, been virtually 
an euphemism for usury. In fact, it is hardly an 
enggeration to say that the poisonous weeds of usury 
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have thriven for ages in this countrJ:. ~~tific 
banking can hardly grow in such a soil till It has 
been thoroughly weeded out. The elimination of 
usurious practices is, in the COllect view, a task. for 
both the provincial govenunents and for banking. 
On the one hand the provincial governments have 
to tackle adequat~IY the problem of rural indebted
ness. Already there are signs that governments 
have had their conscience stirred in this matter. 
Leg;slation in respect of rural indebtedness has been 
undertaken in more than one province, and though, 
in some instances, zeal for ending the evil has some
what outrun prudence, there can be no doubt th~t 
there is no mending a sitnation like this and that It 
has to be ended. The solution of the problem of 
agricultnral indebtedness in India can only be gi~en 
a start by the provincial governments undertaking 
the necessary legislation. But, in the last resort,. the 
cure must be said to lie in the hands of the agnrul
turist himself who will have, as we hinted earlier, 
to learn to live within his means and to respect his 
obligations. In this, the leaders of co-operation have 
a great deal to do, and it may be said, therefore, 
that co-operation and the provincial governments cau 
prepare the ground for the Reserve Bank to come in 
and effect the necessary reorganisation. Usury has 
flourished because the soil has been ready for it. 
When the opportunities for usury are eliminated by 
proper legislation and the spread of the co-operative 
habit, it may be taken as certain that indigenons 
banks will be rid of most of thei. present abuses and 

that they would be prepared to re-organise them
selves on the basis of a more convincing honesty of 
dealings. There will then be no impediment in the 
way of indigenous banks publishing their balance 
sheets and satisfying the requirements of the Reserve 
Bank of India. When that position is obtained, then 
the banking system of the country will be unified 
and the money market in India would function as 
one organic unit. 

While our main purpose in this article is to 
indicate the ultimate mission of the Reserve Bank and 
the ideals which it should keep before it as also the 
demand which public opinion should be constantly 
making upon the Bank. it is also necessary to draw 
attention to the immediate tasks. It is "'ell·known 
that the Reserve Bank of India comes to be inaugurat
ed at a time when the giltedge market is under a thick 
cloud. In and about the time of the inauguration. 
giltedge prices have dropped by a number of points 
and the decline has been so sharp and the recovery 
so feeble and short-lived. that there is hardly anyone 
who confidently looks forward to the rise of prices to 
economic levels. While at the close of the \'ear 1933'34. 
31 per cent. paper was believed on all 'hands to be 
bound for par and that it should soon be possible for 
the Government to effect conversion of even this 
irredeemable paper to a lower interest basis. 3. per 
cent. to-day came down by the beginning of April to 
below Rs. 88. The money market. too, is in a state 
of chronic stringency. The disequilibrium between the 
demand and supply of money has continul"d for nearly 
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four months. Though such stringency is· by no means 
unseasonal in this part of the year, no one, who has 
been in touch with developments will contend that 
it is the kind to which the Reserve Bank can be 
largely indifferent. The stringency has developed 
mainly through the banks having had to finance a 
big bull position in giltedge and in the share markets. 
It may be suggested that a central banking institution 
ought not to countenance, much less aid, speculation 
in stocks. But in this instance, the prices to which 
the majority of stocks had been worke~. up were 
economic prices and the stock exchange activity, there
fore, cannot be called speculative. The recovery of 
stock prices to the levels justified by their intrinsic 
worth is, undoubtedly, part of the general FonOIDlc 
recovery which it should be, unquestionably, "the aim 
of any central bank to help forward. 

There are, we believe, some doubts as to the 
responsibility of the Reserve Bank in the maintenance 
of giltedge prices. It is a simple economic truth that 
the yield on giltedge is an index of the general level 
of interest rates in the long view and of the state of 
the money market in the short view. If at. any time, 
for reasons, which are within the control of the 
Currency Authority, giltedge sinks to low levels, one 
may assume that the outlook of industry, in so fa. 
as it is determined by the level of interest rates, will 
be unduly gloomy. In this view, the maintenance of 
giltedge prices is one of the objectives which the 
Reserve Bank has to keep before it. Another reason 
is that a central bank has always to work in close 
collaboration with the Treasury. A fall in Govern
ment credit has its repercussions in all spheres of the 
national economy. In the first place, the taxpayer 
has to view the decline of Government credit with the 
.greatest alarm. For not only is it a slur on the nation, 
but it means that he will have to foot a bigger bill 
of interest charges. The higher yield on giltedge will 
also divert investment from the channels of trade and 
industry. We may urge, therefore, that the Reserve 
Bank should open its career with a striking gesture 
to the giltedge market. 

As for the money market, the question of offering 
relief to the present stringency easily broadens out 
into the larger issue of expansion of currency. The 
bane of India's finances is the deflationary predeliction 
of the Government of India. Their interest in the 
markets is confined to the purchase of the requisite 
amount of sterling for the Secretary of State for India 
and a fair degree of prices in giltedge for the sake 
of the new loan issue in each year. It is obvious 
that the Reserve Bank of India cannot justify its 
existence if it is to inherit along with the currency 
reserves the same attitude to credit and currency as 
the Government of India had, That at the moment 
the money market is going through a phase of extreme 
stringency should provide a welcome opportunity for 
the first departure from the traditional policies of the 
Government of India. It is up to the Reserve Bank 
to show that it recognises its duties to the money 
market and to trade and industry and that, when 
expansion of currency is clearly called for, it will not 
be deterred from effecting it by the well-known ideas 
of the Government in this matter. 

Here as in the case of giltedge, we deem it our 
duty to insist that thl! Reserve Bank should continue 
to preserve the same solicitude for healthy credit 
conditions and that in this country healthy credit 
conditions are almost synonymous with timely doses 
of inflation. We have in earlier portions of this 
article emphasised that the level of prices is one of 
the chief responsibilities of the Reserve Bank. In a 
country, in which agricultural production is carried 
on largely on an unremunerative basis, the Reserve 
Bank can have no doubt that for some time- it has to 
pursue a distinct and unmistakeable policy of inflation 
till the effects are noticable on prices. 

We are aware that such a policy of inflation might 
endanger the present rupee mte. On this question, It 
is bare common sense that the Reserve Bank should 
preserve RD open mind. It is now generally agreed 

both amongst . economists and· Indian businessmen 
that the abandonment of the gold standard has not 
had the effect of restoring to the rupee its natural 
level of external purchasing power; and it has always 
been our view that exchange rate ought to be suited 
to the general requirements of the national economy 
and not vice versa. The acid test of the Reserve 
Bank's devotion to the cause of Indian economy will 
come over the question of the exchange rate; and we 
prefer to believe that, when the time comes, Sir 
Osborne Smith and his colleagues will be found to be 
capable of taking a scientific and correct view, free 
from the determined prejudices of the Government 
and the India Office in favour of the 1&1: ratio. 

We have hitherto considered the duties of the 
Reserve Bank from the standpoint of fue internal 
economy. But the new institution has, undoubtedly, 
its obligations to international finance also. There is 
practically no function· of the Reserve Bank which 
does not impinge, to a greater or less extent, on the 
wider international problems. Sir Cecil Kisch, whose 
contribution to this issue will be read . with the 
greatest interest all over the world, draws attention 
to the fact that the Reserve Bank comes into being 
in India along with similar institutions in other parts 
of the Empire and emphasises the importance of the 
Empire Central Banks working in unison. In so fat 
as the sterling area is the one part of the world which 
is free from upsets and uncertainties, it will be good 
for the Empire and the world if the advantages of a 
stable standard of value were fully demonstrated. But, 
as Sir Cecil himself indicates, the ultimate aim of 
every central bank must be the restoration of an 
international monetary standard and its smooth and 
efficient working thereafter. We said at the start 
that the Reserve Bank is one of the attributes of 
financial autonomy. Equally may it be said that the 
task of the Reserve Bank is to realise the financial 
destinies of India and to enable India to take her 
place in international finance. 
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RESERVE BANK'S FIRST WEEKLY STATEMENT 

Through the courtesy of the Chief Accountant of 
the Reserve Bank, we were supplied, in time for going 
to press, copies of the first returns of the Issue and 
Banking .Departments of the Bank. This symbolises 
the amalgamation of the Paper Currency Reserve and 
the Gold Standard Reserve; and it is necessaty to 
explain the final result. 

The main point of interest is the External Reserve, 
that is, gold plus sterling securities. It is noteworthy 
that the entire stocks of gold in P. C. R. and G. S. R. 
have been transferred to the Bank; and while the 
hook value of the yellow metal is Rs. 44.4z ernres, 
it is to be noted that it is on the basis of.:he old 
parity. There is a hidden profit of nearly Rs. 30 ernres. 

As for sterling securities, the position is as under: 
Total of sterling securities in P. C. R. and G. S. R. 

as on March 31 was Rs. 68.76 crores. Of these, only 
Rs. 60.58 crores of sterling assets has been handed 
over to the Bank, Rs. 48.63 crores to the Issue Depart
ment and Rs. 11.95 crores to the Banking Depart
ment. What has happened to the balance of Rs. 8.18 
crores? 

This has been, presumably, used for the making 
np of the Silver Redemption Fund. But it seems to 
us that such diversion is not in consonance with Sir 
James Grigg's observation on the Silver Redemption 
Fund in his budget speech. His exact words were: 

"It was originally intended -that the Reserve should 
be gradually built up to a maximum of Rs. 10 erores 
which would be sufficient to meet a return of 25 crores 
of rupees by the Bank. Owing to the large remittance 
which it has been possible to make during the current 
financial. year, the balances at the disposal of the 

Secretary of State will DOW be sufficient to enable the 
Fund to. be constituted with the full amount of Rs. 10 
crorea With effect &om the lat of April, 1985." 
The impression given by Sir James's remarks was 

tbat Ibe Fund would be set up from the surplus in thE! 
Home Treasury balance. The Bank should have 
insisted on getting the entire sterling assets as they 
stood at the year-end in the two reseryes. 

Another in~g poin~ is that the handing over 
of Rs. II.95 crores m sterling assets to the Banking 
Department means that the cash balance of the Govern" 
ment has been increased by this amount. We may, 
therefore, say that the inauguration of the Reserve 
Bank has meant an increase of Rs. 12' crores in 
Government's resources. This should greatly add to 
the comfort of Government's ways and means position. 

At the same time, the banking department of the 
Reserve Bank starts with sterling assets adequate to 
tide over a period of weak exchange and of poor 
remittances through the market. 

One word more. And that is about the Reserve 
Fund of Rs. 5 erares which has been created out of 
th~ funds transferred by the Government. Evidently, 
thIS transfer has taken the form of securities which 
should have remained in the hands of the Government 
out of the earlier open market purchases and out of 
the portions taken up in some of the recent loans. 
The live erares of 'Investments' shown on the assets 
side in the return of the Banking Department must 
represent these securities transferred from Govenunent. 

The Bank has thus ample resources to undertake 
open-market operations. ' 

RESERVE BANK OF INDIA 
ISSUE DEPARTMENT 

An Account punuant to the Reserve Bank of India Act, 1934, for the week ending 011 the 5th day of 
April, 1935. 

LIABILITIES 
Rs. Rs. 

Notes held in the Banking 
Department '.. 19,05,29,000 

Note. in circulation 1,68.99.97.000 

Total Notes issued 1.86.05.26,000 

Total Liabilities 1,88,05.26.000 

Ratio of Total of A to Liabilities: 6O.01S per ('ent. 
Dated the 10th day of April, _,1936 •. 

II 

ASSETS 

A. Gold Coiu and BnUion
(a) Held in Indja ... 
(b) Held outside India 

Sterling Securities 

Total of A 
B. Rupee Coin 

Government of India 
Rupee Securities ... 

Internal Bills of Exchan~e 
and other commerclal 
Paper 

Total Assets 

Rs. 

41.55.19,000 
2,86-,98,000 

48,62,95,000 

Rs, 

98,05,12,000 
49,94,95,000 

43,05,19,000 

1,86,05,26.000 

OSBORNB A. SMITH, 
GO'Vernor~ 

STATEMENT OF THE AFFAIRS OF THE RESERVE BANK OF INDIA 
BANKING DEPARTMENT 
A. on th .. 5th AnI, 1935. 

Capital Paid up 
Reserve Fund 
Deposits-

Id) Governluent 
(b) Banks 
Ie) Others 

DiU! Payable- , .. 
Other J .. iabilities 

LIABILITIES 

Total 

RS. 
6,00,00,_ 
0,00,00,000 

18.38,41,000 
7112,01,000 

43,_ 
1.85,000 

36.20,76.000 

Non 1. Por the present, the figure shown "nder Banks' 
Dtpolloits represents the balance deposited by the 
Imperial Dank of lDdia. 

H 2. The increase in the, Government balance as 
compared with that shown in the statements 
previously published by the Imperial Bank is due 
to the fact that t~ halanee DOW includes a credit 
on aC'<'011nt of !JtHiiU, useta of Go"emment 
transferred to the Banking Department. 

Xotes 
Rupee Coin 
Subsidiary Coin 
Bills Discounted-

(a) Internal 

ASSETS 

(b) External ,,,.,, 
(e) Government of India Treasury Bina .. . 

Balances held abroad· ... .., .. . 
Loans and Advances to the Government 
Other Loans and Ad\"aJlces 
Investments 
Other Assets ' .. 

Total 

-Includes cash and Short term Securities. 

Dated the Tenth day of April, 1936. 

Rs. 
19,05,29,000 

8,30,000 
1,04,000 

11.94,95,C>OO 

36.20,76.000 ' 

OSBORNB A. SMITH, 
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ness transacted. 

Current and Fixed Deposit Accounts 
received in RUPEES, STERLING, FRANCS 
or DOLLARS. 

The bank carries on business 01 all kind. 
with all the chief cities of the world and 
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Established in Bomba y lor 72 years. 
Our long experience is always at the disposal 
or our customers. 

TERMS ON APPLICATION. 

G. A. H. KORTS, 
Manager. 
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Hongkong and Shanghai Banking Corporation. 
31, DALHOUSIE SQUARE. 

AUTHORISED CAPITAL 
ISSUED AND FULLY PAID UP ... $ 50,000,000 

$ 20,000,000 

RESERVE FUNDS: 
STERLING 
SILVER . 
RESERVE LIABILITY OF PROPRIETORS 

.... £ 6,500,000· 
$ 10,000,000 
$ 20,000,000 

WNDON BANKERS: THE WESTMINSTER BANK LTD, 
HEAD OFFICE: HONGKONG. 

Amoy 
Bangkok 
BataVIa 
Bombay 
Calcutta 
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Chefoo 
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Dalren 
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Hamburg 
Hankow 
Harbin 
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BRANCHES: 
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Rangoon 
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Singapore 
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CUR RENT ACCOUNTS are opened AND FIXED DEPOSITS received aDd interelt allowed OD ler ... 
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The bank undertakes the custody of Securities and Collection of DivideocU
J 
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G. A. TODRICK, 
Manall~" 



EMPIRE CENTRAL BANKS 

By SIR CECIL KISCH, K.C.I.E., C.B. 

The creation of the Indian Reserve Bank provides 
a convenient occasion for considering the signjticance 
of the movement which has culminated in the last 
twelve months in the decisions to inaugurate Reserve 
Banks in those parts of the British Empire which 
hitherto lacked this financial organ. 

The Reserve Bank of New Zealand opened its 
doors in August, 1934. The capital of the Reserve 
Bank of Canada has already beell subscribed and the 
opening of the Reserve Bank of India completes this 
Imperial progress. 

It is a somewhat arresting fact that it was not' 
until the period of the depression that these measures 
ha ve been taken; and yet it is notorious that this period, 
which has witnessed the suspension of the gold 
standard throughout the Empire and in a large part 
of the world, is one in which the full virtue of the 
Reserve Bank system has been obscured. 

After the War, South Africa was the first of the 
British Dominions to recognise, in a practical manner, 
the advantage of placing credit and currency control 
in the hands of a single. institution divorced from the 
activities of the commercial bank and protected against 
political interference. Australia, which country was, 
perhaps, more acutely hit than other parts of the 
Empire by the crisis, has given much thought to the 
problem of strengthening the position of the Common
wealth Bank and it is a matter of general knowledge 
that, despite the political difficulties which delayed 
rehabilitation in Australia, the greatest services in this 
regard were rendered by the Bank and its late 
Governor, Sir Robert Gibson. 

No serious student of public finance would urge 
that a Reserve Bank, however soundly established, 
can by itself preserve a country from fillancial 
misfortunes. These may be precipitated by unwise 
governmental action such as administrative extra
vagances engendering lack of confidence and involving 
inflation. Grave troubles may also be caused-and 
this has been a feature of the recent crisis-by a 
breakdown of the normal processes of credit and 
exchange in the leading money markets with repercus
sions in what may be described as subsidiary money 
centres. It is impossible to deny the failures in the 
regulation of the financial and economic system during 
the post-War period. The economic and political 
disturbances caused by the War and the subsequent 
necessity for building up new relationships between 
national currencies created problems which were only 
capable of being satisfactorily surmounted if cardinal 
errors were avoided by all parties and if co-operative 
actiou in the monetary sphere was assured. 

The first attempt to recreate an international 
monetary standard after the War broke down largely 
by reason of the fact that the various parts of the 
mechanism were not duly harrnonised ; but few would 
deny that the troubles would have been greater if 
there had not been available in each country a Central 
Bank empowered, with the support of the State, to 
take control and limit the range of currency fluctuation 
when the gold standard ceased to function. 

Recognition of the services that a Central Bank 
can perform in times of monetary abnormality helps 
to explain the fact that, so far from checking their 
creation, the crisis has served to speed up the com
pletion of the chain of Empire Central Banks. It is 
also necessary to have ready and in working order a 
sound monetary mechanism against the time when an 
international monetary standard is again established. 

Though differences of detail are necessarily found 
in the constitution of the Reserve Banks in India, 
New Zealand and Canada, the same general concep
tion is present in each case. The Banks have been 
set up on the basis of privately supplied capital and 
under the management of a Board of Directors who, 
in their daily administration, are protected against 
interference On the part of Government or Legislature_ 
The choice of Governors and Deputy Governors is 
subject to official approval so that the State, as 
representing the public, may have assurance that the 
highest administrative offices are properly filled. The 
duties of the Bank and its powers are defined by 
Statute and particular attention has been devoted to 
obviating competition by the newly constituted 
Reserve Banks with the established commercial banks. 

As India, in the course of the discussions which 
have extended over nearly too years, has had abundant 
opportunity for familiarising itself with the principles 
on which the modern Central Bank is founded, there 
is no need to enlarge upon this asp'lCt of the matter. 

What are the results which it is hoped will be 
achieved from the completion of the chain of Empire 
Central Banks? If the facts had not been fully 
appreciated before, recent years have abundantly 
demonstrated the close connection that exists between 
monetary centres. Disturbances in one are quickly 
communicated to another. This was clearly shown 
when the troubles caused in Austria by the breakdown 
of the Credit Anstalt in 1929 had their reactions 
throughout the Continent, inducing a general waning 
of confidence, which, in 1931, led to the suspension 
of the gold standard in the United Kingdom. 

'If it is desired to limit the risk of serious monetary 
disorders arising in any particular country, it is 
important to equip that country with an authority 
responsible for the control of currency and credit, 
whose duty it is to maintain a stable monetary 
situation. This, if fully achieved, presupposes stabi
lised exchange rates, which unhappily are still out of 
the picture to-day so far as the world as a whole is 
concerned. 

But the position is by no means so discouraging 
within the Imperial orbit. Here we have a large 
group of countries, including the United Kingdom, 
Australia, New Zealand, South Africa and India and 
various Crown Colonies, between which exchange is 
virtually stable. 

Each Empire country, which is equipped with an 
independent Central Bank, has now an organ which 
will help to maintain this position strengthening the 
hands of Governments to order their financial affairs 
aright when times' are difficult. The stage is thus 
prepared for an intimate financial co-operation based 
on an ordered money market. 

The development of this financial co-operation 
requires that the ordered control in each country 
should be in. the hands of institutions siInilar in kind 
and outlook. A Bank can co-operate with an external 
Bank in a sense in which a Bank cannot co-operate 
with an external Government; and Central Bank can 
co-operate with Central Bank more intimately than a 
Central Bank can co-operate with '" commercial bank. 
Thus the conception of a Reserve Bank's utility, which 
begins in the home sphere, enlarges to a wider horizon. 

Reserve Banks are not an end in themselves. 
Their object is to promote sound conditions of trade 
internally and internationally. This purpose is served 
by the growth of intimate relations between the heads 
of the Central Banks in different countries. It is 
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becoming increasingly recognised thll:t Reserve B~ 
should employ one another as agents m thetr respective 
spheres; and. in this process. it naturally fc;>Uows that 
the Banks keep one another informed of thetr domestic 
developments. In the case of the British ~mpire. ~e 
fact that the monetary policy of the Banks m Austraba. 
New Zealand and India is based on the maintenance 
of the link with sterling. will provide. perhaps. the 
most important focus for co-operation. 

In this way the chain of Empire Central Banks 
harmonises admirably witb the line of trade develop
ment formulated at Ottawa and with the policy 
enunciated in the declaration of the representatives 
of the British Government after tbe World Economic 
Conference in 1933, which envisaged the pursuit of 
a common monetary policy. In this Declaration, 
stress was laid on the importance of a rise in the 
general level of wholesale prices and in the adoption 
in the monetary sphere of appropriate measures con
ducive to this end. 

In this connection great responsibility attaches to 
the monetary authorities in the great creditor countries. 
especially the United Kingdom and the United States. 
While stability of exchange between Empire currencies 
on the basis of the pound sterling is an important 
ingredient in economic recovery. it must be recognised 
that the tone or tempo of the Empire money markets 
as a whole must be set by London, which. by virtue 
of its creditor position, exerts its influence in all other 
centres. 

Assuming that a fair relationship in the field of 
prices is, in due course, established between creditor 

and debtor countries, it will be for the Central Banks 
of the Empire to ensure, so far as is humanly possible, 
that the stability is not again disturbed; and. in this 
way, the nearest approach will have been made to 
the achievement of a unified Empire currency system 
consistent witb the maintenance of independent control 
in each constituent of the system. 

But this objective is not limited to the Empire. 
AU the countries. the exchanges of which are linked 
more or less directly with sterling. have an interest 
in the future evolution of British monetary policy; 
and it is within the Empire and this group of countries 
that trade to-day moves with relative Ireedom. At 
present, the United States and the Continental coun
tries, which form the gold "bloc", are standing apart; 
but the case of the United States, which has formally 
devalued its dollar, is now, in reality, more closely 
allied to the sterling area than to the Continental 
currencies which have retained their post·war parities 
with gold. 

Events-and they may take a variety of forms
must one day bring all these currencies into harmonv. 
'so that the international monetary system may be 
re-established and the world may escape from the 
morass of trade restrictions with which it is now 
entangled. The Bank for International Settlements, 
which is the focus of Central Bank acth~ty. stands 
ready to aid in this important task of reconstruction; 
and, when the time arrives,. it will no doubt be found 
that the newly established Reserve Banks in the 
Empire can contribute their share towards its 
realisation . 

... -........•............ -..........•.•.•........ -......•...•.............•.•. "" •.•.......•.•........ 
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THE RESERVE BANK AND MONETARY POLICY 

THE BEARINGS OF THE RATiO 

By PQOFESSO}t B, p, ADAQKAQ 

HAlt is gold that- ,1ittent-especiatty bow we are a Sovereign State. What's the good of a Sovereign State if 
yon cao't define 8 8OV'erelgn. We can make anything a .precious metal, as men could in the mOl'Ding of the world. 
They didn't choose gold beeaule it was rare; ~ acientista can tell yon twenty sorts of slime much rarer.· They chose 
gold because it was bright-because it waB 8 hard thing to find, bat pretty when" you have found it. You can't fight 
with goJden swords or tat .. olden biscuits; yoo. can 0011 look at it-and you can look at it out here." 

So now nearly one hundred years after the first 
proposal for the establishment of a Central Bank was 
made, it has become " reality I What an enormous 
emount of time, energy and money has been spent 
to this day on the exploration of means and avenues 
for the realisation of this, one of the greetest dreams 
of the banking community of India I At first the 
Presidency Banks, then the hanking authorities in 
England and then finally the Imperial Bank itself
that half·way house hetween a full·fledged Central 
1Iank and a Commercial Bank-all these at various 
times stood as lions In the path of the ereation of this 
Reserve Bank. And even when, in 1927-28, Sir 
Basil Blackett came out with two, successive pro
posals for its institution, what with the sangfr,!,d 
and in,,,,,cianc. of the Swara! party and what Wlth 
the John Bull tenacity of the Simla·Whitehall autho. 
rities, who would not stand any "political inftuence" 
on the Bank, there was again a slip between the cup 
and the lip and the question had to be shelved and 
postponed si ... di.. In the Round Table Conferences 
the British delegates, under lnstructions from the 
City interests, again raised the question and proposed 
that the currency policy of the Federation should 
he safeguarded by the establishment, as early as .~ay 
be possible, of a Reserve Bank, "free from poiltical 
lnftuence," and that this should be a. condition pre· 
cedent to the Federation Itself. It was at the time 
felt that this was lust another hurdle in the way of 
Federation; but these fears were apparently baseless, 
e, th~ British Interests were anxious that a permanent 
institution ,"""III be ereated for the management of 
currency and eredit In India and that thi9 
should be kept rigorously confined in the 
firait.!acket of a constitution carefully planned, 
and, what Is more, should be allowed to 
operate within a pre-conceived scheme of monetary 
policy, lest In the absence of such a well·guarded 
Instrument, a popular Federal LegIslature assume 
and wield financial powers to the detriment of British 
intersts. Moreover, it Willi imperative, if the sem· 
hlance of constitutionalism was to be maintained, 
and the Reserve Bank was to be constituted by an 
Act of the Indian Legislature, that advantage should 
be taken of the very fJlvourable position of political 
manrruvre in which the Government, of India was 
pI aced In an A_hly packed with nincompoops 
end intellectual imbect1es, who made It a point to 
walk Into Government lobbies without the slightest 
pricking of conscience. The establishment of the 
Bank itself was to be subject to the satisfaction of 
certain requirements: "in particular, that the Indian 
b\,dgetary position should be assured, that the 
existing short·term debt both in London and in India 
should be substantially reduced, that adequate 
~rves should have been 8~mulated and that 
India's export surplus should have been restored." 

G. It. CHESTERTON , .. Manalive. 

Now, this was a. hard doctrine, lndeed, for 'any coun
try to satisfy, especially while it was In the throes
of one of the worst depression that the world had 
ever known. Somehow, however, since this country 
went off gold along with Britain, the first two con· 
ditions were partially satisfied and the British autho
rities· were prepared to overlook the other two, pro
vided the basic condition of" safeguarding the 
"financial stability" of the country was fulfilled by 
its unquestioning acceptance of a preconceived' 
monetary policy and of a "special reSponsibility" 
desigued to prevent the legislators from making 
amendments to the Bank Act. . 

Myth of "Political Interfermce". 
From the very start, the mythus of "political 

influence" has been repeated in every document, 
utterance and declaration made by the British and 
Indian anthorities. This has been the bug·bea~ 
raised every time political sentiment in this country 
has demanded an adequate representation on the 
Bank of the national economic lnterests. The lail 
motif for this has been provided by the now notorious' 
resolution of the Genoa and Brussels World Ec"nG
mic Conferences to the effect that "Banks and espe
cla1\y banks of issue should he freed from political 
pressure and should be conducted solely on the lines 
of prndent finance." This platitude has been raise;\ 
to the emlnence of a ...... ct..... $lind......... by those 
who would throw dnst into our eyes and have it ..u 
their own way. And yet this so-called principle has 
never heen properly analysed. Even Mr. Montagll' 
Norman, the Governor of the Bank of England, than" 
whom, perhaps, it would be difficult to find a more 
appropriate authority in this connection, remarks, In 
his Preface to Sir Cecil Kisch's C ... lt·/l! Banks: 
"Indeed it seems evident that the limitations imposed 
on new or re-organised hanks during the last few 
years arise more from the fear and mistrust of politi. 
cal influence then from the needs of Central Banking 
as such." It is now belng inereasingly realised that 
the bogey of "political interference" was a genuine' 
one In those hectic post.War years, when excessive 
borrowing by Governments and commandeering of, 

,the prlnting press had caused tremendous inftation~ 
and serious monetary difficulties everywhere, but 
that the restriction proposed by the Genoa Resolu
tion, useless In emergency, was altogether meaning·, 
less In normal times. 

Change in Expert Opinion, 

As a matter of fact, enlightened oplnion In this 
",atter i9 coming round to the view that it is highly 
essential that the monetary policy of any country, no 
less than its bndgetary policy, shonld be the concern 
of a Go""",ment demoeratically responst'ble to the 
people, for both are equally capable of doing im, 
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mense good or harm to the economic life of the 
people. Even such an eminent authority as Mr. 
Keynes has, on numerOUs occasions, supported pro
posals made by the British Labour ,party to make 
the Bank of England thus answerable to the will of 
the people. It is, of course, necessary that the day· 
to-day operations of a Central Bank Should be kept 
outside the pale of politics; but broad questions 01 
policy can, and ought to be, undoubtedly, handlecl 
by a representative Government. Moreover, there 
are at leas~ six possible meanings, that could b" 
attached to the term "political interftrence" in the 
ca.e of India: (I) political influence of the State as 
a whole-(this is only a philosophic issue); (2) that 
of the Executive or Party in power-(this mru;t be 
the majority voice) ; (3) that of the Legislature as ~ 
whole-(no one can object to this); (4) that of 
British Parliament-(this may be intended but waul:! 
be a downright injustice); (5) that of the British 
Government; and lastly (6) that of the City of 
London. v,'hat have the authors of the Reserve 
Bank Act done? In their anxiety to exclude the 
political influence of the Indian Congress and all 
right-minded nationa'istic groups, they have opened 
the door to precisely the kind of influence, which it 
had heen, presumably, the object of the Genoa reso
lution to prevent, and which i. admittedly opposed 
to the economic interests of this country. 

The Threat of the UDS .... Hand. 

Now that this Bank of issue, "free from political 
int"rference," and properly hedged in with tight 
regulations, is established, we might turn to the 
more practical and immediate issues of its future and 
the future of its monetary policy. In view of the 
past monetary history of this cot1ntry and in view of 
the immense potentialities, which are on all sides 
available to the Bank to exploit, what should be the 
m<lhodology of its operation. a"d what should be 
the aim and content of its monetary policy? 
Although there may have been two opinions as to one 
or two of the appointments made to the higber execu
tive posts in the Bank, the composition of the first 
Board of Directors has, it may be admitted, given 
general satisfaction. It i., however, important that 
the members of the Board shot1ld r~lise the impor
tance of the high office which they have been fortunate 
enough to fill and that they should conduct them
selves with a sense of responsibility and act solely in 
the interest. of the nation. It i. important that they 
should realise that a Central Bank is a great Trust 
constituted for the purpose of economic regularisation 
81\d for the realisation of the greatest good of the 
greatest number. It is not to be regarded as a 
vantage-ground for the realisation of sectional or 
personal ends or as a pasture for favourite hobby
ho,"""s. And above all, the authorities of the Bank 
will be placed over and over again in situations in 
which the)' will have to choose between humiliation 
and self-assertion. It has been the fate of Minister 
after Minister, holding the finance portfolio of the 
Government of India, to have to submit to a greater 
and more potent mandate than could be given either 
by his own conscience, or hi. Government. or the 
elected representative. of the people for whom he 
might be catering. The Unseen Hand of london'. 
High Finance has time and again interfered and 
dictated the "correct" monetary poliCY to be 
followed. It is this Unseen Hand that will be the 
"Discretion" of the Governor-General in the granting 
or withholding of his consent to such "Changes in the 
R"serve Bank Act as may be proposed by privnte 
memhers with a view to altering the monetary policy 
of the ·B8nk. It is the sacred duty of every member 
of the Board· Bnd of the Governor· and Deputy
('..oftmors t.. resist any patronising interference by 
tbi~ ubiquitous personality and assert the indepen
dence ond tbe prestige of the Bank, because it is the 
ronsidered &pinion· of aU right-minded men in 1;\1is 
«Iuntry tbat this inll.uence alone has done more 

mischief and harm to the economic interests of theu
land than anything else one can think of. ' 

Our Financial Integrity_ 

India has had to borrow in the past in foreign 
monetary centres; but this is no reason why she 
should have an inferiority complex. She has lived 
up to the best principles of financial rectitude in an 
age when such a virtue is being fast forgotten. The 
mere fRct of her being a debtor country need not 
per1Danently· place her at the mercy of the money
lender, who must be warned and kept in his proper 
place. There has been talk of repudiation of past 
obligations in certain quarters; but there is no reason 
to suppose that such policy ""ill be either adopted or 
executed without full consciousness of its effects upon 
the credit and international relations of this country. 
India must; ou penalty of financial ostracism, observe 
and respect past contracts, or at least such of them as 
are justifiable, and there is no doubt that the Bank 
will be a powerful engine for securing tbis end and 
for the maintenance of a correct perspective in inter~ 
national finance. Mistrust has characterised the 
Shaping of the Bank; it is for the Bank to prove that 
it is cap1ble of han1ling financial matters with 
responsibility and fearlessness. That will allay the 
fears of investors overseas and engender a feeling ot 
respect among the bankers of the world. 

Conftlet of British and Indian Interests. 
There are some thiDgs, however in which it is 

impossible for India and the ReServ~ Bank to give 
satisfaction to the British traders and investors, i.8., 
wherevtr there is an inherent conflict of interests it 
is difficult in the very nature of the case to ple~e 
everybody. Since this country went off the silver 
standard in 1893, there has been a perennial conflict 
between British and Indian trade interests as regard$ 
the currency and exchange policy of India. Since 
that date, again, excepting one or two brief intervals; 
we have had some form or other of the sterling 
exchange standard, appearing UDder different garbs 
such as Gold Exchange Standard Or Gold Bullion 
Standard. But on all occasions, the one supreme pre; 
occupation of the arbiters of the rupee has been to 
secure a high and stable ratio with stering, and the 
gold nexus has only been an incidental factor, fOf 
which the authorities have never shown allY particular 
concern. British. importers, British Officials and 
Government of India's budget-makers have dominated 
the monetary policy of. this country. The budget
makers in their anxiety to manage the expenditure 
side of their balance-sheet have not minded the fan 
in revenue, which a deflationary currency must cause. 
They have not worried themselves if the debouche~ of 
production have been contracted and the national 
income has suffered by their policy ; and so long a9 
their narrow ideal Of budgetary stability has been. 
achieved, they have cared a farthing for its. other 
consequences_ If sufficient revenue is not forth
coming, they have gone in for drastic retrenchment 
of services and inBicted immense misery upon those 
who, as a consequence, have had to join the ranks of 
the unemployed and· the destitute. Are not they 
themselves observing atl the principles of ~'sonnd 
finance," "cutting their coat according to thejr 
cloth," etc. ? Their philosophy of government assipti
lates public finance with private finance and refuses to 
regard the 111timate well-being of the country as· of 
any great si'Dlificance to the imm~diate or ultimate 
success of the Government.. Since 1921, the year in 
which . the rupee was pegged at Is. 6d., not only 
th .. Central bud,!et but also the Provincial budgets 
have shown deficits (on the average) amounting to 
crores. The Railway budget has been ·in '10 better 
condition and the rot which set in during 1928-29 still 
continues. Even in cases, where small surpluses 
bave appeared, they have done so as a result of band
to.moutl\ budgetting arid rothl.... cntting down of 
services. Not an of this inisetY Can be ascribed to 
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the world depression, that "Mesopotamia" -like 
blessed word, because the depression began late in 
1929. It is, therefore, the British importers' and 
British officials' interests which have decided the 
course of monetary events here. The remittance 
requirements of these officials and of the Government 
have superseded currency considerations and have 
created monetary stringency or plethora out of all 
proportion to the needs of business. In order that 
British imports should be facilitated an_extra "pre· 
ference" has been given by means of an exchange 
ratio. which has been infallibly proved to be un
naturally high and which has inllicted a price· fall 
that is superimposed upon another disastrous price
fall already caused hy the depression. The British 
producers, who are fully aware of the advantages 
which they are surreptitiously reaping from a hi'!h 
ratio, are too shrewd to give them away. Simi'ar 
anxiety on their part was responsible for their support 
to the policy of raising the price of silver. so that they 
could capture the Chinese market through bigher 
Chinese exchanges. These British interests. coupled 
with the City of London, win control the strings of 
monetary policy in India. unless the Reserve Bank 
authorities assert their independence and exercise 
what powers are stilt left with them with tenacity of 
purpose. 

Sterling or Independent Standard? 
To maintain the sterling nexus under whatever 

circumstances has been the one consistent aim of our 
monetary authorities and everythin'l" else has been 
secondary to this. This policy has led to the erection 
of a system of trade relations between India and the 
United Kingdom which is far from convenient ,,. 
natural and which, consequently, has injured India'. 
trade with other countries outside the Empire. In 
a large number of lines. our trade with the United 
Kingdom. instead of heing complementary, has 
assumed a competitive character. Secondly, British 
interests have conllicted with Indian interests owing 
to the very fact of their contractual relations in which 
the two countries stand as debtor and creditor. It is 
unthinkable that in such circumstances the same 
monetary policy would be suitable for both tbe 
countries; and especially if the creditor country is to 
determine the monetary destinies of the other. there 
is bound to be a monopolistic hegemony of the former. 
In 1931, when England went off gold (and even 
to-day) the position of the gold standard was not very 
secure. It was. undoubtedly. a wise move of the 
Government of India that they left the moorings of 
gold and followed sterling, when the" monetary 
"horizon" was not clear. Sterling, even to this day, 
stands for greater security than gol<J.. Those, who 
maintain that Government were wrong aud should 
have allowed the rupee to "find its own level," are 
not very clear as to what they mean. If the rupee 
had not followed sterling in 1931, and if the currency 
were kept constant, and the rupee were allowed to 
"find its own level," that level would have been far 
higher than Is. 6d. sterling. Virtually, we would 
have been on the gold standard with a currency and 
credit structure and a price structure which had been 
tuned to the high pitch of a sterling standard based 
on deflationary gold a few months before. In such 
circumstances. we would not, perhaps, have lost gold 
and, on the contrary, might have even imported 
substantial qu~ntities of it; bnt there would have 
"et in such a disactrous de:flation that our pli'l:ht wonld 
have been as bad as that of the gold bloc to-day. 
An independent standard, however, implies mana .. e
ment ; and if the protagonists of a rupee iil.dinl!" its 
own level stlR"R"ect this, they cannot allow it to find 
Its own level both in terms of the exchanges and in 
terms of the price level. at the same time. 

No Pm-raising! 
Thus, the other alternative to adherence to 

sterling was an independent rupee in 1931. This 

alternative, however, was far from being. practical 
proposition in September. 1931. The monetary 
horizon. as the Preamble to the Reserve Bank of 
India Act states, was certainly not very clear then to 
make any experiments in this direction. But can 
it be supposed that the monetary horizon i. still 
obscure? To-day we know where exactly we stand. 
Sterling policy has been till recently dominated by 
"sound finance ;" and the Empire Monetary Al!'ree
ment which paid lip-homage to the cause of raising 
price-levels has not been implemented by the sterling 
authorities or by the other cOllntries which have tied 
themselves to the apron·strings of sterling. Instead, 
ever since sterlin,{ left RaId, it has found itself in the 
Eternal Triangle of exchange indecision and has been 
paying courtship to two mistresses, "i2., dollar and 
franc,~·ith doubtful success. Instead of taking the 
lead in world's monetary affairs, it has abused ita 
position as the head of the Sterling-Area by develop
ing invertebrate tendencies. 

No Benelita from the Sterling Link. 
So far as the rupee is concerned, the advantages 

of going off gold and belonging to the sterling group 
of currencies are fast disappearing. In the first 
instance. most of India's competitors are off gold and, 
therefore, in a position to exploit their opportunities 
in Europe to an equal or, "perhaps, a greater extent. 
Seconclly, there have grown up higber and ever higher 
tariff walls round the gold standard countries; and, 
what is worse, there has emerged a system of 
exchange restrictions in those countries, which has 
destroyed what was left of onr transitory advantage 
of exchange depreciation. Thirdly, certain countries. 
including Japan and Australia, have brollght about 
greater depreciation in their exchanges tban others 
and are, therefore, in a position to oust India from 
her external markets and (especially in the case of 
Japan) even to dump goods in her home market. 
Lastly, and most important of all, the leadership 
of sterling is not yielding those results of price
raising, which have been eagerly awaited and whicb 
have been so recklessly promised at various times by 
the British authorities. In a recent Memorandum 
written by Sir Henry Strakosch under tbe auspices 
of the London Economist, it was sbown how the gold 
standard countries had failed to bring their prices 
into alignment with their costs. However, wbile 
adherence to gold has led to that result in those 
countries, how far is there any realignment of cost
levels and price-levels witbin the Sterling-Area itself ? 
The price-level has been almost rigid in these 
countries owing to the lack of vision of sterling 
authorities and the incipient boom. whicb was 
apparent in the first two years or so of the non'Rold 
regime, has been nipped in the bnd, with the cOtlge
quence that in the leading countries of the Sterling
Area, with one or two exceptions. the basic problems 

"of unemployment and disequilibrium remain as 
intractable as ever. In India, these problems have 
assumed grave proportions. Unemployment, general 
business bankruptcy, the cumulative growth of agri
cultural indebtedness,-these and other problems are 
still staring us in the face and over all this reigns 
supreme the superficiality of a "balanced' Central 
budget and high international credit. It is not, 
however, apparent to our financial satraps at Simla 
that it is possible for a conntry to starve and stinge 
itself in order to fulfil international obligations and 
produce the unreality of a high international credit 
and that it is a different matter wbether this high 
credit is an expression of genuine financial 'IOlvency. 

Prices at Home and Abroad. 
Prom the following table it wm be clear that the 

root cause of this nation-wide distress is the enormons 
fall in prices in India which only compares in its 
depth and excessiveness with the price-faU. in 
countries sttll adhering to gold. It will be noticed 
that the faU in India is greater than in any of the 
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:steriing-Arell countries and very much greater than 
in Japan. Even within the four corners of the sterling 
.atandard by choosing a lower parity " .. ·lkJis sterling, 
Denmark, Sweden, Norway and Australia have 
brought about a substantial rise in wholesale prices 
and are reaping the fruits thereof in the form of 
better employment, balanced budgets, improved 
foreign balances and so on. In India, on the other 
hand, the choice of a high ratio made as early as 

1925 (the year of de /flt:to stabilisation) has inflicted Il 
continuous deflation whose tide has not been stemmed 
by going oft gold. The very fact that the price-fall 
has been greater in India than England or other 
sterling-standard countries proves conclusively that 
the ratio has been high. And if further proof were 
needed we might refer to the process of contraction 
and the constant one-way tendency of the exchanges 
to fall prior to 1931. 

WHOLESALE PRICES (1918-100) 

.! •• oj! .. 
1 " ~ " .. .. 
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USA JapaD Switzer-Years U.K. Canada India "CI ~ France e ~ - . . . land 
~ 0 ~ 
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1918 100 100 lOB 100 100 100 100 100 100 100 100 100 
1929 186 I~D 165 1'1 150 140 1'9 6:1'1' 187 186 If>6 1401 
1980 119 185 I~ 117 180 122 187 5540 1M 128 186 126 
1981 1M 112 181 98 11' 111 132 502 III 104 115 109 
]982 101 104 129 91 117 109 122 '27 96 98 121 96 
1988 101 105 129 87 126 107 122 898 r8 94 185 III 
1_ 108 III 1M 89 129 112 128 885 96 105 184 89 

Statistic. collated from the .. t Economiat Monthly Supplements". ( 1985 shows a lull in moat price levels. ) 

Double no.e of Deflation. 
A study of the wholesale prices in foreign 

eountries and in India on 8, compaMtive basis ia very 
instructive. especiaIIy as the price-structure of India 
ia mainly of the 1>n"" .. " variety, SO that the whole
.. ale prices form a large element in her economy. 
The fact is as clear as daylight that there has been an 
induced fall in the Indian price-level as a result of 
adopting an unnaturally high ratio. It is now 
general\y admitted that sterling returned to gold in 
1925 at a parity which was 10 per cent. higher than 
eculd be justified by her price movements relatively 
to dollar prices. In 1927, India on her part adopted 
<I. j .. ~e a sterling ratio which was again dispropor 
tionately high. Thus India got a douhle dose of 
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deflation. Contrast with this the Australian price 
movements and exchange policy. Prior to 1931, 
Australia had already depreciated her pound by about 
25 per cent. in terms of the pound sterling, so that 
when sterling went oft gold, she got a double dose 
of mfiatt"n and exchange dpnr~ci. tt"n. The ,:"ecent 
economic history of Australia is,' too well-known to 
need any elaboratiol1 here; and I do not repeat how 
that lucky nation has" been able to halance its 
budgets, to reduce unemployment by thousands, to 
meet her foreign commitments without difficulty and 
to achieve prosperity-all, a. if overnight: India's 
case is on a par with that ot Australia: both countries 
have a primary structure of production; both are 
international debtors; both' have had serious budge-
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tary finBncial and labour problems to sqlve. We, 
too, 'could have chosen an exchange ratio more in 
keeping with -our price-structure and reaped benefits 
therefrom. On the contrary, we have not only taken 
no steps to counteract the dire effects of the world 
depression and tlJus insulate our economy from 
external distnrbanCl!9. hut have put the country 
through a grinding de1lation and refused to admit our 
mistakes 1 

Wanted-25 per ceDI. Rise in Prices. 
It is clear. therefore. that the immediate aspect 

of monetary policy is to reduce the exchange ratio to 
a lower level which would yield a price-rise of at 
least 25 per cent. to begin with. Our price structure 
being predominantly wholesale and international. it 
is bound to respond quickly to changes in the 
.exchange ratio-in fact. more quickly than in 
countries which possess an economy of a more 
advanced kind in which services and goods of internal 
connotation predominate. The Preamble to the 
Reserve Bank Act, moreover. admittedly proposed 
adherence to sterling at the then existing ratio only 
p~O'IJisionall" and until the monetary horizon had 
clarified. All the traditional opposition of British 
.trading interests will be roused by a proposal for 
,,:valuation. no doubt. but if the Reserve Bank 
authorities also bring pressure upon the Governor
General it is more than likely that he might persuade 
his "discretion" to grant the sanction that is necessary 
for a revision of the Act for this. Even supposing 
adherence to sterling was necessary in the interests 
of Indo-British and Indo-Empire trade, it would be 
sheer cussedness to insist that it should he at such a 
'demonstrably high ratio as Is. 6<1. As regards the 
1>e~manent aspect of monetary policy. I helieve. it is 
pessible. nay. highly desirable that the rupee should 
be managed independently, i.e .• that it should he 
attached ~either to sterling nor to gold, but should 
be based on principles of internal stability. always 
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keeping an eye on the relation of internal prices With 
internal costs. SimUarly the exchaD~ should be 
manipulated 90 as to make the internationel prices of 
India correspond to her intunal costs more c:loeelT 
than has been the case .for years past. 

Finance Member and' Financial Policy, 
Sir James Grigg, our Finance Member, seems to 

have a holy dread for inllation of all Idnds. Perhaps 
that is how he has been tntored before he left the 
shores of his country; perhaps he has been bred up 
in the traditional "sound finance" of London hankera 
and tradera ; perhaps he has received special instruc
tions to oppose all demands for alteration of ratio and 
for re1lation which might easily lead to a fall in 
exchange ratio and work adversely against the 
imports of British goods into this country, He has 
already made up his mind about the ratio and price. 
level within a few mCUlths of his arrival in India. He 
has declared, in no uncertain ttrms. his opposition 
to any changes in monetary policy saying that he 
"will have no· part or lot in such 8 policy, which 
I am honestly convinced would be disastrous for 
India in general, and most of all. disastrous for the 
poor. especially the poorer cultivator." He has 
quoted monetary authority (Bernard Shaw I) that 
. "You cannot make a country rich by calling a penny 
two pence." He pours ridicule upon all economists 
and economic science and then would like to monkey 
with economic theories and facts lIS if it was a mere 
plaything for a genius like him, And yet there is 
not ouly a great consensus of opinion among 
economists as to the necessity of raising prices, but 
it· is also the accepted policy of the very Imperial 
authorities to whom Sir James has to look for 
economi.:: guidance and direction. It is, indeed. the 
greatest misfortune of India that at a time. when 
she might expect the Government to formulate a 
monetary policy in consonance with her needs, a 
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1iDancial ofJjcer has been dumped upon her, who does 
not even nnderstand, much less flCt upon, the ele
ments of the monetary situation in the conntry. 

Ecoaomi .. of Gold Bxporta. 
The immediate cause of the controversy has been 

the exports of gold from India which have assumed 
exorbitant propo~ons recently." 1t is natural that 
people should be scared by eXports to the tune of 60 
crores of gold annually. .,But here I must say this, 
that the Government'ill\:Pld policy is not so disastrous 
a8 it is made out to \Ie by popular spokestt!fP, but 
that, on the co~,' the Government are acting 
advisedly in allowing free gold exports to take place, 
although the rest -of their monetary policy is not at 
all satisf~tory. Those who maintain that gold 
exports are' di$advantageoWl, are, in my view, indulg
ing in three fallacies, which must be laid bare for a 
proper ~preciation of monetary aims. The first 
fallacy is that gold exports have been caused entirely 
by a high ratio ; the second is that gold exports have 
enabled tlbe authorities to maintsin an otherwise' un
tenable ratio; and the third is that the exports are 
detrimental to the ultimate econnmic interests of the 
country. Now in all arguments regarding the balance 
of payments it is always particularly risky to establish 
causal sequences a!ad dr,aw conclusions therefrom. 
People who asaert that a high ratio has been causing 
the gold exports neglect some very obvious facts. In 
the first place, th .. ratio bas beeu tbere, d. fael". since' 
1925; and although it might have been partly 
1"esponsible for COlltrac:ting the channels of India's 
export trade, it iii noteworthy that right up to our 
departure from gold, we were substantial importers 
of gold and tbat suddenly the tide turned in 1931-32 
and gold to the extent of 60 crores annually began to 
be exported. Secondly, the normal theory of gold as 
'filling the gap caused by a less-favourable balance of 
merchandise trade failing to answer the needs of 
home charges, capital account and invisible balance, 
does not provide any answer for these enormous 
exports. The truth is simply that, owing to our 
departure from gold, the external price of gold rose 
out of all proportion relatively to its internal price 
and it became immj!nsely profitable to send out gold. 
If this were not the case, both "distress" as well as 
commercial gold would have remained in India. It 
may be interesting, perhaps, to add that a reduction 
of the ratio would lead to even larger exports of gold, 
a8 gold is the most mobile commodity, although 
there is no reason why we should mind it. 

There is, of course, much truth in the conten
tion that India's merchandise balance has dwindled 
owing to an adverse monetary policy. Dut a greater 
cause has been the world depression which has 
reduced the foreign balance of most debtor and 
agricultural nations to insignificant figures and in 
cases made them decidely adverse. It should be a 
matter of grave concern that India's merchandise 
balance should drop from 86 crores in 1928-29 to 
respectively 79, 62, 34 and 3 crores in the years 
following. It is said that this low balance was 
caused by the high ratio and that gold helped to fill 
in the gap. But a balance can be upset in two ways: 
by diminution of exports or increase or maintenance 
of imports of goods. I maintain that the gold 
-exports themselves were responsible for the increased 
merchandise imports in 1932-33 and sustained imports 
in later years. The exporters of gold, did not part 
with their gold for nothing; in so far as they were 
-distress sellers they imported necessaries and in so 
far as they were commercial sellers they imported 

other forms of durable wealth like motor cara and 
machinery. 

Gold Exports and Demagogy. 
The exports of gold have been ;"'iiiPateci to the 

loot of Mahmud of Gazui and much political capital 
. has been made by popular speakers in want of suitable 
war-cries out of them. The export of gold, however, 
is not a sign of India's grl1'l1Ji"g poverty any more 
than imports of gol,d prior to 1931 were a sign of her 
growing prosperity. If we have reduced our foreign 
obligations, imported other forms of durabl!O wealth, 
relieved distress in one of the worst depressions that 
the world has ever experienced with the help of a 
dead asset like gold, this is, indeed, a matte.-..ior 
congratblating ourselves on being so civilisedj 
Again, for the dead' 'asset we have obtained uu:\ 

. expectedly high prices which have enriched ult
j"tematwft4lly. It is sheer ignorance born of th~ 
""ri secr" f"mes which makes us regret the gol<l 
exports. Those who hold that Government ought 
to have imposed duties ou gold exports or prohibited! 
them, are" indeed, begging the question of the 
desirability of such an action. Others who believe 
that this exported gold could have been bought u~ 
for the Reserve Bank to serve as its reserves hav"l 
1I0t realised the true function of gold reserves. The. 
Government have, in my view, rightly invested the 
funds made available by the exports in interest
bearing secnrities. If at any time, any crank would 
have it all in gold, these sterling assets could be very 
easily converteci into gold and at a price which would 
be mOrs i .. C"''''O'''''''" with normal conditions. 

Reeerve Bank', Tme o,arge. 
There is reason to believe that the export of gold 

is only a temporary tendency. When the internal 
and external prices of gold come into alignment, as 
they soon must, gold exports will diminish in the near 
future. It is a good thiug that we are selling off gold 
when its international price is so high and its reputa
tion is fast dwindling. The future of gold is dark, 
but if at all there is a general return to gold, we can 
rest assured that there is such a plethora of monetary 
gold (C/. Keynes's views in the Eco"omic Jouma.l, 
September, 1934, p. 515), which is being still further, 
aggravated by increased produ~tion of gold that the 
world price of gold will fall considerably, if all this 
gold is thrown out on the _market. When that 
happens, this conntry will begin to import gold and 
reestablish its doubtful reputation as the "Eastern 
sink for the yellow meta!." That must, at any rate, 
satisfy our gold fetishists. 

It is not, therefore, a question of gold exports 
on which the Government need to be censured, but 
on their ge .. eral mo".tary policy which is, undoubed
Iy, very unreasonable. The general monetary policy 
implies a conflict between British and Indian trade 
interests which is eternal in its character. The 
Reserve Bank has now to decide whether it will place 
the nation's interests in the first place or in the 
second place. It has, undoubedly, to play a great 
part in this cleansing of the Augaean stables of 
Indian monetary policy. The Reserve Bank again, 
through its ways-and-means relations, can and should 
bring pressure upon the Government to come round 
to its views and the views of a large majority of. 
economic thinkers iu the country. Is it too much t(7 
hope that the Bank will not bow to the dictates of 
Simla or Whitehall, but will give as well take counsel 
and establish itself as tbe premier financial institu
tion lint only in name but in fact? 
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CENTRAL BANKS AND THE ECONOMIC DEPRESSION 

By Dr. PAUL EINZIC 

During the years that preceded the crisis. Central 
Banks came into a remarkable degree of prominence. 
While, before the war, their task was co';!~r to the 
routine work of maintaining the gold s d and 
providing for the normal monetary requirements of 
the country, after the war their scope became enlarged 
considerably. Monetary policy became a matter of 
'first-rate importance, and those engaged in its manage
ment were bound to gain prominence in the public 
..,ye. The attitude of Central Banks had become a 
matter of lively controversy and their actions were 
followed with keen interest by classes who would 
never have thought of paying any attention to them 
before the war. To a very large extent, Central 
Banks began to overshadow Governments. The world 
gradually got into the habit of looking to them for 
the solution of financial problems, both national and 
international. 

. In particular in the international sphere Central 
Banks began to playa predominant role. They were 
largely responsible for the financial reconstruction of 
a number of countries; for the stabilisation of a 
number of currencies ; for the management of the trans
fers created by the increase in international indebted
ness, both political and commercial. Meetings 
between heads of Central Banks came to be regarded 
as events of first-rate significance which wore expected 
to influence the world's destiny. More than one lead
ing central banker acquired a reputation for states
manship that cast a shadow upon practically all the 
politicians who followed each other in the Govern
ment of various countries since the war. The concep
tion developed that attributed to Central Banks 
supreme power for good or evil. 

How did the recently acquired prestige of Central 
Banks stand the test of the financial crisis and the 
economic depression that preceded it and succeeded 
it? The crisis destroyed many a reputation. Institu
:lions and individuals had to come down from their 
pedestals on which public admiration had placed 
them before the crisis. It would have been, perhaps, 
too much to expect that the reputation and prestige 
-of Central Banking, Central Banks and Central 
llankers should escape the havoc unimpaired. 

The prestige of Central Banking received the first 
blow dunng 1929 when all the efforts of the Federal 
Reserve Banks were unable to divert funds from Wall 
Street. The authority of the official monetary policy 
'Was openly defied by one of the leading commercial 
banks in New York. which, by supplying speculation 
with the fund. it Rquired, frustrated the efforts of 
the Federal Reserve Banks to break the boom. The 
boom did, in fact, break; but not at the time when 
the monetary authorities wanted to break it. 

After the Wall Street slump, the leading Central 
llanks made desperate efforts to retain their control 
oOver the world's monetary affairs. Lack of genuine 
.co-operation between them, however, paralysed their 
'Power and the world was drifting towards the greatest 
'financial crisis of its history. Central Banks can hard
Jy be blamed for having been unable to prevent the 
.disaster of 1931. The disequilibrium that caused it 
was too fundamental to be offset by the devices of 
monetary policy, however slrilfully conceived and 
,adroitly executed. Notwithstanding this, the prestige 
·of Central Banks was bound to suffer through the 
.crisis which they were unable to prevent. 

The public had to realise that, after all, the power 
·of Central Banks was limited. Doubtless, politicians 
were largely to blame for the troubles that arose in 
·Central Europe. Bankers could hardly have been 
.expected to work miracles. given the fact of political 

disagreements between the countries concerned which 
prevented any effective international collaboration. 
However it may be, the events of 1931 hllve killed 
the legend of the Central banker superman ruling 
the destinies of the universe. The public had to 
realise that central bankers like the rest of us were 
helpless in face of this storm which they were unable 
either to prevent or to control. 

Doubtless, Central Banks did their utmost during 
the critical days of June and July 1931 to avert the 
calamity. They rushed to the rescue of Austria and 
it was not their fault that political circumstances 
resulted in a clash over the conditions of the support 
to be granted to her. Central Banks granted power
ful support to the Reichsbank and it was not their 
fault if, in face of the landslide, the substantial 
amounts they granted proved to be inadequate. Nor 
was it their fault that owing to the disagreement of 
politicians who failed to come to tenns during the 
London Conference, it was impossible to grant further 
support to Germany. Central. bankers have been 
subject to criticism for having been unable to solve 
the problem of the Central European crisis at their 
Basle meeting in July 1931. But how could they 
have been expected to come to an agreement so long as 
their Governments disagreed with each other on every 
question of fundamental importance? 

These considerations undoubtedly exonerate Cen
tral Banks from blame for the collapse of I93I. At 
the same time, these very same considerations draw 
attention to the limits of the power of Central Banks. 
In the light of the experience. of I931, it is evident 
that their capacity was over-rated before the crisis, 
that their immense prestige was largely undeserved 
and was bound to suffer when the real test came. 
Obviously, the world's affairs are still in the hands 
of politicians and not of bankers. The latter can 
only exert their influence within the limits imposed 
upon them by political considerations over which they 
have no control. 

The collapse of the pound delivered another 
. severe blow to the prestige of Central Banking. If 
the Central European crisis drew attention to the 
political limitations of Central Banks, the sterling 
crisis provided an example of their financial limita. 
tions. On this occasion, there was no political inter
ference with the endeavours of Central Banks to save 
the pound. French and American monetary autho~ 
rities placed resources of an unprecedented magnitude 
at the disposal of the Bank of England to support 
sterling. All the Central Banks abstained from with
drawing their balances from London so as not to ag
gravate the position. Notwithstanding this, the gold 
standard had to be suspended in September 1931, and 
sterling had to be .llow • .d to depreciate. The adverse 
pressure was too strong to be resisted even by the 
combined efforts of Central Banks . 

It is to the credit of the Central Banks that they 
.kept their heads throughout the crisis. They did not 
yield to the temptation to resort to panic measures, 
such as the increase of the bank rate to a prohibitive 
level. Even though they were subject to adverse cri
ticism on account of that on the part of orthodox 
economists, the majority of public opinion......at any 
rate that section of public opinion which takes an 
interest in these matters-was decidedly favourably 
impressed by the absence of panic measures. On the 
other hand, the wholesale repatriation of Central 
Bank balances from N ew York that followed the sus
pension of the gold standard in Great Britain created 
an unfavourable impression. While, in the light ot 
events of 1933, the withdrawal of these baJances now 
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appears to have been fully justified. there was no 
need to carry it out in a way which might easily have 
accelerated the collapse of the dollar. 

In most countries. the strength of the position 01 
Central Banks in relation to their Governments suffer· 
ed through the crisis. This is only natural for. while. 
during comparatively normal periods. the Govern 
ments usually allow Central Banks a fair amount f 

freedom of action. during critical periods they prefer 
to reserve for themselves the right of determining thp 
fundamental principles of monetary policy. leaving 
to Central Banks only the technical task of carrying 
out the decisions. 

In Great Britain in particular. the influence of 
the Central Bank upon the monetary policy declined 
considerably. All the time. the Bank of England was 
in favour of a more orthodox policy than the one 
adopted by the Treasury. but was unable to have its 
way. The establishment of the Exchange Eq uaJisa
tion Account dealt a severe blow to the Bank's posi
tion in the sphere of monetary policy. The operations 
of the Exchange Equalisation Account played a more 
important part in the financial situation than anything 
the Bank itself could do or leave undone. What is 
more. the bank rate ceased to be effective as a result 
of the cheapness of money. The Bank of England 
was thus no longer in a position to influence either 
the money market or the exchanges on its own initia
tive. It had to confine its activities to acting as an 
agent for the Treasury. 

To some extent. this subordination of the Bank 
to the Treasury was due to the effects of the Central 
European crisis upon the position of most merchant 
banks. As is well known. most of them committed 
themselves in Germany to such an extent that definite 
default on the part of that country would ruin them 
unless official support were forthcoming. Although. 
until now. there was no need for any support. the 

possibility of the necessity arising was present all the 
time. As the amount involved would be somewhere 
between £20.000.000 and £30.000.000. evidently the 
only source from which such a large amount could 
be expected would be tlie Treasury. In the circum
stances; the merchant bankers who control the Banlt 
of England were not in a position to assert their in
dependence towards the Treasury. Moreover. poli
tical pressure in favour of the nationalisation of the 
Banlt of England has been increasing since 1931; nor 
is it confined to the Labour Party. Any rigid resist. 
ance to official intervention would have further' 
strengthened this movement. 

In the United States. after the advent of Pre· 
sident Roosevelt. the influence of the Federal Reserve 
authorities practically ceased to exist. They no 
longer played any part in determining the monetary' 
policy of the country and were only called in occa
sionally in a consnItative capacity. Indeed. more 
often than not. they were not even informed in ad
vance about the action the Administration had decided 
to take in money matters. 

In France. the Central Bank succeeded in retain
ing a certain amount of influence on monetary policy. 
The repeated efforts of the Government to finance the' 
budgetary deficit by infiationary means met with 
strong resistance on the part of the Bank of France 
which continued even after its nltra·orthodox 
Governor. M. Moret. was removed. Since. however. 
in France as in other countries of the Gold Bloc. the' 
fundamental policy of the Government was highly 
orthodox. it was not difficult to establish agreement 
between Government and Central Bank. 

Throughout the period of post-war reconstruction. 
the leading Central Banks endeavoured to secure a 
high degree of independence for the Central Banka 
of the financially weaker countries. In fact. it was 
one of the conditions of the support granted to the-
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latter that the Central Bank should be made teclmi
cally independent of the Government. With the ad
vent of the crisis, however, thI!Se arrangements ~ 
swept aside in most countries. GoverDOra were arbi
trarily dismi&&ed and replaced; Central Banks were 
made to grant advances to Treasuries; --whenever
necessary, their statutes were revised to suit the con
venience of Governments. This was the case parti
cularly in Germany, where the Gov~or of the 
Reichsbank, Dr. Luther, was removed In '~933;'1h1r 
Reichsbank was made to take over unemploymen~ 
relief bills of the Government; and its statotes were 
revised 10 as to malee it possible to include lq-temi 
securities in the note cover. In other countries, tho 
Governments resorted to similar measures. 

The tendency of Central Banks to become a State 
within the State suffered a complete reverse during 
the crisis. While before the crisis, in many countries, 
they influenced the Government rather than were in· 
f1uenced by the Government, since the crisis tho 
Government has definitely gained the upper hand. 
The idea that Central Banks should pursue an in· 
dependent monetary policy is becoming increasingly 
unpopular. 

The persistence of the trade depression tends to 
reduce the influence of Central Banks also in the com
mercial community ·of their respective countries. 
Demand 'for eredit is slack and the Central Banks' 
attitude towards the money market is no longer of 

'any great importance. Indeed, in most countries, the 
business community ceased to take any interest in 
othe' bank retums and the bank rate. 

It remains to be seen whether the eclipse of Ceo
"tI1lt' Banks is a passing phenomenon. The trend of 
evolution points definitely towards the concentration 
of power in the hands of the Governments, but- it is 
possible that,' with the return to normal condition!r. 
Central Banks will once more be given a comparative. 
ly free hand to manage monetary policy. It depends 
upon the attitude of the Central Banks themselves. 
If they endeavour to restore the state of affairs tb'ilt 
existed before r93r without taking into account either 
the change in the situation or the change in publie 
opinion, the movement in favour of subordiDating 
them to Governments will gain ground. If, howevet" 
the Central Banks allow for the changed requirements 
they may stand a good chance that a great part, of 
their influence and power will eventually be rest~". 
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THE RESERVE BANK OF INDIA 

By Dr. P. S. LOKANATHAN. 

In this contribution to the Reserve Bank Inaugura
.attempt either a comprehensive exposition of the general 
,tion Number of lIull"" Finance, I do not propose to 
theory of central banking or an exhaustive discussion 

<>f the issues connected with the Reserve Bank in India. 
Tbe controversies that raged at the time of Sir Basil 
Blackett are mostly dead, either because the partisans 
.have recognised their errors or because the issues are 
:settled by concrete decisions of the authorities embodied 
.in the Act. There can be little purpose in raking them 
dip again. Now that the Reserve Bank of India is 
fIlStablished and will soon start to function, the prime 
~ is a general understanding of what it is about and 
.how it can go about it. Only with such general 
;understanding can we fonn a healthy public opinion 
'Which the utmost expertness in the management_of the_ 
.Bank cannot obviate. I shall, therefore, content my
self with indicating the genesis of the Reserve Bank 
proposal and indicating the nature, significance and 
method of its main functions. 

The first concrete proposal for the establishment of 
a Central Bank for India was made by Mr. Keynes who 
drew up, at the instance of the Chamberlain Commis
sion, a memorandum on the subject. The reason 
which impelled him to recommend the establishment of 
-a Central Bank, are as valid in 1935 as when he wrote 
his memorandum. For,_ in the first place, Mr. Keynes 
'Was much impressed by the magnitude and far.. 
;teaching nature of the Government's currency and 
exchange operations in India; secondly, he felt that 
:the administration of currency by departmental officers, 
1Vho could not have any intimate or direct knOWledge 
.of money market, must be replaced by administration 
,by specialists.' . 

Although the Imperial Bank was, at one time, 
regarded as being capable of functioning as a Central 
Bank, the importance of its commercial banking acti
vities did not justify any radical change in its essential 
.character. . 

'Raison d' etre of Central Bank •. 
Government's financial and exchange, operations 

'vitally affect the money market of the country, but 
there is nQ real contact between the two. Government 
'Withdraw funds in the fonn of taxes and Treasury Bills 
m-om the market, often when the market can ill afford 
-to spare funds. But there is nl' machinery for .ensuring 
/even conditions throughout the year. 
, Although the volume of currency is the foundation_ 
'tlf all credit, and the two must, therefore, be properly 
poised in relation to each other, there are confiicting 
policies resulting from the fact that, while Government· 
control currency, credit is left to be controlled, if. at 
iall, it can be, by the Iinperial Bank. Wit divided 
.!control, there are divided counsels and failure to co
;ordinate. As in America before the Federal Reserve 
system was adopted, so in India, the country is subject 
:to seasonal monetary pressure which is even' regarded 
'as inevitable. Rece~t attempts to relieve. this stringency 
!lave been only partially successful and only after the 
new Reserve .Bank begins to function can there be any 
Plrmanent solution. 

Need fln-'Concentrated Banking Reseroes. 
.~. -Each year alSo' witoesses seasonal. vananoM in 
money rates which arise out of the fluctuations in the 
cash reserves of banks which have no means of either 
increasing or diminishing them as. and when requi~. 
The experience of the U. S. A. pomts to the conclUSIOn 
that that sort of seasonal stringency of money ~ 

Ill! anachronism in any well-organised money market 
With a good Central Bank at the top. 
, The development of sound banking in India is not 

possi~le without. a strong Central Bank which. by 
enabling commemal banks to turn to it with confidence 
in times of emergency and by readily converting into 
cash the assets of the commercial banks, will give 
security and confidence to every sound bank in the 
country. Banking crises to which India has heen 
frequently subject have often been the result of th, 
~iJlation of banking reserves amongst a number of 
mdivldual banks; and a central banking system with 
the concentration of such reserves ready to be utilised 
whenever necessary is obviously essential for a sound 
bank~g structure. Above all, stability of currency 

--both. mternally and externally can be maintained only 
by a proper Central Bank. 

Preference for Shareholtkr'. Bank. 
There can thus be no question of the necessity of 

a central banking institution of the Reserve Bank of 
India which is to be a shareholders' bank as in most 
countries. It is necessary that a Bank of Issue, such 
as the Reserve Bank is, must be free from political 
pressure and that its direction should be as unbiassed 
and continuous as possible. A qseful warning of the 
dangers of political pressure is afforded by France in 
1923-24 when, owing to the compulsion of the Finance 
Minister, the Bank of France issued notes far in excess 
of the legal limit and thereby aggravated the deprecia
tion of the franc. I believe that it will be readily 
granted that Government must get its funds like all 
other bodies in the normal way. That the Reserve 
Bank of India is a shareholders' bank does not mean 
either that there would not be intimate contact with 
the Government or that the shareholders can do what 
they liked. The administration of the Reserve Bank 
is to be carried on in the interests of the country as a 
whole. Great care has been taken to ensure a wide 
distribution of shareholding by arranging that no ooe 
can get more than 5 shares of Rs. 100 each, before 
everyone who has applied for 5 shares gets his full 
quota. 

Injustice to Madras. 
While these arrangements are satisfactory, I must 

confess I do. not follow the logic of assigning only RI. 
10 lakhs to the Madras register; for the acceptance of 

. _the principle of the widest distribution of shares directly 
leads to assignment on the popUlation basis which 
means an assignment of at least a crore of rupees to 
Madras. If Madras does not absorb its full legitimate 
share of the bank capital, the portion left over might 
be transferred to other centres. But there is every 
reason to think that the number of applicants for the 
shares will far exceed the required number. The limi
tation of voting rights, the restriction of ownership of 
shares to Indians and· the domiciled English, the 
limitation of dividends are all conceived on proper lines. 

No Competition with Commercial Bank •. 
It is of the utmost importance that the Central 

Bank shonld be given proper powers to discharge its 
functions. In the Act the relation between the Reserve 
Bank uul.tbec COIJUIU!l'cial banks ha& been based .on 
the principle that the Central Bank shonld control, but 
not compete with, the commercial banks. To ensure 
control, it ha& been laid down that all the member 
banks mnst keep a fixed percentage of their current 
and time deposits,s per cent and 2 per cent respectively 
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with the Reserve Bank. Although the smaller banks 
may feel this as a hardship, the importance of securing 
proper control of the credit structure of the country 
and. the need for securing a concentration of reserves 
"" as to enable the Reserve Bank to function as the 
Bankers' Bank par e"ceUelSce justify the system of 
minimum compulsory deposits with the Reserve Bank. 
To prevent competition with the commercial banks, 
several provisions have been laid down, the most 
important of them being that the Reserve Bank can 
~y take in deposits free of interest, that it cannot 
,grant advances directly to the public and that it cannot 
purchase or discount paper unless it bears the signatnre 
",f a member bank. •• 

. OPeli Market OperatiolSs. 
But in exceptional circumstances. it is open to the 

Reserve Bank directly to enter the market with a view 
:to enforcing its policy either of contraction or of ex
pansion of currency and, therefore, powers of open 
market operations have been granted under the Act. 
Although the 'bank rate' is an indispensable instrument 
"'f credit control, there would arise circumstances when 
a mere change therein would he either undesirable or 
ineffective. 'Bank rate' is a delicate instrument of 
control, which, if not properly handled. would create 
complexities of grave consequence to the internal 
economy of the country. In the words of Governor 
Strong their effect is often dramatic and alarming to 
the country and the best means of preparing the market 
for a change in credit conditions would be by means 
",f open market operations. A mere lowering of ~e 
'bank rate' might not in certain circumstances, o~g 
to the infrequency and looseness of contact, bnng 
about a lowering of the ~ark~t rates, unless the Cen~l 
Bank by directly entenng mto the market puts In 
more money and brings about a lowering of the market . 
rates also. Again, there might be occasions when, 
despite the increase in the bank rate. contraction of 
credit might not ensue owing to the independence C?f 
commercial banks which might have resources of theIr 
own. To reinforce the bank rate and to prepare the 
way for changes in the bank rate, open market o~ra
tions are required. Indeed, for monetary expanslOn, 
open market operations would alone he quite sufficient, 
but when it is a question of contracts both instruments 
of credit control are required. 

The normal working of the Reserve Bank would 
bring about an evenness in monetary conditions. The 
experience of the U. S. A. has proved that changes In 
acceptance holdings, w.hic~ are ~argely seasonal. 
provide, without the strain mvolved m dIscount rates. 
'!he basis for meeting the seasonal demand for Feder:>-I 
Reserve credit. Similarly it might be hoped ~at In 
India the power given to the Reserve Bank to d,scount 
trade bills directly would be effectively used to relieve 
seasonal stringency and plethora of credit. 

StrolSC Ruerves. 
The principles in which the nole issue is to be 

regulated under the Reserve Bank Act call for some 
criticism. India has also adopted what is known as 
the proportional system of note-issue by which a 
pen:entage. in this case 40, of note-issue is to be held 
m the form of gold coin,. bullion or sl"..rling sec,!,,~es. 
It is now widely recogmsed that all such restrictions 
",n the Central Bank really hamper its work and that 
the best arrangement would be to enforce an absolute 
:minimum gold reserve sufficient to bridge over sudden 

fluctuations in the balance of international indebted
ness and to day down an absolute maximum of note 
issue subject to modification from time to time. That 

"does not imply that the country could have a very 
small amount of reserve ; the significant thing is the 
power of the Central Bank to vary the volume as 
required. But practice always lags behilld theory ; and 
it is well to note that in India the Reserve Bank starts 
with exceptionally strong reserves of gold and sterling 
assets. As against a note circulation of about Rs. 182 
crores, the Reserve Bank would have a reserve of gold 
of the value of Rs. 45 crores which at the present price 
of gold would be above Rs. 75 crores and of sterling 
securities of the value of Rs. 65 crores. :rhus the 
reserve position is very strong. With such resources, 
it would he possible for the Reserve Bank to maintain 
the sterling standard. But the value at which the rupee 
must be kept in terms of sterling is not merely a 
question of reserves. It impinges on larger questions of 
economic policy into which I do not propose to enter. 

Reserve Bank alld Agricultural Credit. 
I may tum to the proposal for creating an 

Agricultural Credit Department. The Reserve Bank 
Act has, by providing for the purchase and discount 
of agricultural paper of 9 month's maturity, recognised 
the importance of agricultural credit in India. Although 
there is nothing to prevent the co-operative banks from 
being included in the list of scheduled banks and 
taking fuJI advantages of the membership, the authors 
of the Act did not desire to place on them the obliga
tions of such membership all at once and have, 
therefore, left it to their discretion:" Some co-operators 
proposed that the Reserve Bank should be empowered 
to make loans and advances to agriculturists on the 
security of movable goods, wares, merchandise as well 
as against warehouse receipts representing such goods. 
But this would render the Bank's resources less liquid 
and involve it in undesirable competition with commer
cial banks. The best way of increasing the usefulness 
of the Bank to the agriculturists is to link the large 
body of indigenous bankers with the organised banking 
system. Their operations represent the bulk of the 
financial transactions of the country ; and the obligation 
imposed on the Reserve Bank to make a report in 
three years as to the methods by which indigenous 
bankers might he linked up with the modernised money 
market is, in this view, the most important proposal. 

The establishment of a special Agricultural Credit 
Department has large potectialities ; but the idea that 
the Reserve Bank can directly provide either short or 
long term finance to agriculture is erroneous. Neither 
on theoretical, nor on practical, grounds can a proposal 
of this kind be supported. The function of the Reserve 
Bank is to be the lender ilS the last resort, as Hawtrey 
has put it, and not to lend in the first instance, except 
in exceptional circumstances. In the absence of a net
work of branches all over the country, it could not, even 
if it would, undertake direct financing, undesirable as 
that course, undoubtedly, is. It could, of course, help 
in the establishment of a central co-operative organisa
tion intended to provide long term credit and influence 
the growth, on sound lines, of machinery for provision 
of long term credit. 

In all this the written laws governing the Reserve 
Bank are not so important as the spirit in which it 
functions; and the best results would he achieved ouly 
if its Directors were men of ability and sound practical 
experience. 
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CHANGES IN CENTRAL BANK TECHNIQUE AND 
PRACTICE 

By PAUL EINZIG 

The tasks, with which Central Banks ue con
fronted these days, 'are totally different from those 
they were faced with in the olden days. Before the 
war, the monetary system functioned largely automati
cally and it required a minimum amoUIlt of interference 
on the part of the monetary authorities. Disturb;ng 
tendencies usually earned their own corrective and the 
task of Central Banks was confined to assisting, to 
some slight degree, the process of automatic readjust
ment. The exchanges were, as a rule, allowed to take 
care of themselves since the functioning of the gold 
points kept their fluctuations within narrow limits 
without any artificial measures on the part of the 
authorities. In some countries, the Central Banks 
pursued a devise .. politik consisting of taking up the 
excessive supply of foreign exchange during the export 
season and unloading it in the market during the 
adverse season. This intervention was, however, too 
mild in fomi and in extent to be regarded as a measure 
of exchange control. The only normal way in which 
Central Banks sought ,to influence the exchange was 
through the regulation of the bank rate. If they 
found that they were losing gold too persistently, they 
put up the bank rate and they reduced it again when 
the pressure was over. Some Central Banks resorted 
to artificial measures, such as paying a premium on 
gold or paying out silver instead of ~old from time to 
time, but such measures were exceptional. As a rule, 
the activities of Central Banks consisted of routine 
work which did not require either imagination or initia
tive or even a thorough knowledge of general economic 
conditions and broad outlook. 

Great Britain in particular was the classical land 
of the automatic monetary system and of passive 
Central Banking. The Bank of England managed 
the monetary affairs of London largely by abstaining 
from taking action rather than by taking action. Its 
Governor was elected as a matter of routine from 
among the twenty-six merchant bankers who were 
directors of the Bank, each one of whom took his 
turn as Deputy Governor and Governor. Whether or 
not he UIlderstood anything about monetary policy, 
for two years he became the supreme guardian of the 
world's principal currency. It is true, he was assisted 
by the permanent officials of the Bank, just as the 
inexpert Cabinet Minister is assisted by the highly 
competent civil servants of his department. But, in 
the majority of cases, these permanent officials 
themselves were routine workers with a thorough 
knowledge of detail, but without any broad vision or 
the understanding of the fundamental principle of 
monetary policy and Central Banking. That, notwith

.. tanding this, the monetary affairs of Great Britain 
were very well managed before the War shows how 
very little was l"e<juired in those days on the part of 
those who were In charge of the official monetary 
policy. 

. Conditions have, however, fundamentally changed 
.. mee the War and, more particularly. since the crisis. 
Without giving a review of the evolntion of Central 
Banking during the past twenty years, let us confine 
<lurselves to registering the changes in the requirements 
Central Banks have to satisfy. These requirements 
sre:-

I. Broader vision. 
I. More scientific management. 
3. More active intervention. 
4. More adaptable mentality. 

It is nO longer sufficient to fUll a Central Bank 
exclusively from the narrow point of view of the 
technical monetary situation. Those responsible for 
the management of Central Banks have to take into 
consideration general conditions outside the financial 
community. In fact, monetary considerations proper 
have to be subordinated sometimes to the interests of 
trade. The principle expressed by Mr. Montagu 
Norman in his evidence before the Macmillan Com
mittee that. in endeavouring to maintain monetary 
stability, Central Banks serve the interest of industry 
in the best possible way is no longer accepted as an 
axiom of Central Banking. 

While in the "good old days" it was considered 
sufficient for Central Banks to watch the figure of their 
gold reserves and act accordingly, the necessity for 
scientific methods did not appear to have arisen. 
Those responsible for the management of Central 
Banks did not consider it necessary to follow closely 
tendencies in every sphere of econQmic activity at home 
and abroad. Accordingly most Central Banks had no 
intelligence department and no statistical department. 
In the case of the Bank of England. the estab1ishment 
of statistical service and general intelligence service 
dates from only a few years before the crisis. 

If it was considered superftuous to acquire an 
adequate knowledge of current developments. there 
was all the more reason for considering the acquisi
tion of fundamental knowledge unnecessary. Governors 
and permanent officials of the Bank were, in the 
past. almost without exception. practical men with 
little or no theoretical education. It was only recently 
that the Central Banks considered it necessary to 
appoint as economic advisers experts with a thorough 
theoretical knowledge. While the decision rested with 
the practical men, they, at any rate. had the oppor
tunity of obtaining the theoretical point of view. 

The need of more active intervention is by far 
the most important change in Central Banking practice 
that has taken place since the War. Before the War, 
the necessity for active intervention had arisen in times 
of crisis. As, however, this only occnrred, on the 
average, once in seven or eight years, it was the 
exception and not the rule. Since the War. however, 
abnormal conditions necessitating active intervention 
have become the rule; and relatively calm conditions, 
when the activity of Central Banks is confined to 
routine work, have become the exception. Open 
market operations have been adopted by practically 
all the Central Banks as part of their routine. Thus, 
the Central Bank, instead of waiting for the market 
to approach it, often goes out of its way to influence 
the market by direct operations. 

A much more revolutionary innovation is the 
active interest taken by the monetary authorities in 
the management of the exchanges. The idea that 
exchanges can be allowed to take care of themselves 
has been discarded completely since the crisis. and 
every country has established a more or less elaborate 
system of exchange control in which the Central Banks 
plays an important part. Intervention in the foreign 
exchange market is carned ont by the Central Banks 
even though. in many cases, they operate as mere 
agents for the Treasnries. Where exchange restrictions 
are in operation, they are handled mostly by the 
Central Banks. As a rfsu1t of the active interest 
taken in the foreign exchange market. the Bank of 
England and other CnJltnU Banks.' which in the olden 
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days did not possess a foreign exchange department. 
had to establish one. 

Central Banks have begun also to take a more 
active part in gold arbitrage. In pre-War days. it was 
carried out almost exclusively by private arbitrageurs ; 
but dpring the last few years. it has become the 
practice of most Central Banks to import. export. 
earmark or unearmark gold on their own initiative. 
In fact. in some countries. the international gold 
transactions are carried out exclusively on the initiative 
of the monetary authorities. In Italy. for instance. 
no private gold arbitrage is allowed. In Belgium and 
Switzerland. arbitrageurs are at liberty to sell gold to 
the Central Bank. but they cannot witdraw the gold. 
Such export of gold as is necessary for maintaining the 
stability of the currency is carried out by the Central 
Banks themselves. Central Banks are also buyers of 
gold in the open market in London. When. during 
the year before the crisis. it was announced that gold 
was acquired by an "unknown buyer." in most cases 
the buyer was one of the foreign Central Banks. Since 
the suspension of' the gold standard. the Bank of 
England and the Federal Reserve Bank of New York 
have also been withdrawing gold. from time to time. 
from the Bank of France. but only on account of their 
respective Treasuries acting as agents of their respective 
Exchange Equalisation Funds. 

In coun tries where exchange restrictions exist and 
importers have to apply for permits in order to be 
able to pay for the goods purchased abroad. Central 
Banks have assumed the role of controllers of imports. 
The Relchsbank and the Bank of Italy. for instance. 
have to decide whether or not exchange should be 
allotted ~or the import o~ certain kinds of goods. 
though. In performIng this function. they have to 
follow the rules laid down by their Governments. In 
countries with exchange restrictions. the clerical work 
attached to Central Banking has increased immensely. 
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especially if the. Central Banks are in charge of the 
exchange clearing accounts. 

Among; the new requirements of Central Banking. 
the possessIon of an adaptable mentality on the part 
of the Board and the Executive of Central Banks is. 
highly essential. The situation has changed consi
derably SInce before the War. and. what is worse it 
keeps on changing frequently and at times un'ex
pectedly. Central Bankers are confronted from time 
to time. with rapid changes and have t'; cope with 
unforeseen emergencies. In such circumstances. the 
Central Banker of the old type which suited the 
pre-War requirements would be unable to fultiJ his 
function satisfactorily. It is no longer sufficient for 
the senior officials of a Central Bank to have picked 
~p a thoroug~ knowledge ~f technical details during: 
lifelong e~enence. Indeed. m many ways. experieoce 
acqwred m totally different conditions is a handicap 
since it tends to induce the Central Bankers to vie~ 
the P~':"""t situation with pre-War or. at any rate. 
pre-crISlS eyes. For this reason. the Bank of England' 
and other Central Banks have. during the last few
y~. ~d ~e services of young men. who. 
w~Ile posseSSlDg httle or no banking experience. gave 
evI~ence of a suffici~nt d~gree of iuitiative and imagi
nation to make up m thIS respect for the deficiencies. 
of experienced senior officials. 

The new technique of Central Banking is still 
in its initial stage of development. Nobody knowfl. 
how much of the practice adopted recently under the 
pressure of emergency will remain in force and hoW' 
m.uch of the orthodox practice which ceased to operate 
wIll return after the depression is over. It may be 
taken fo~ grante~. however. that. in future. Centrat 
Banks will remam a much more active factor in the 
monetary system than they were in the past. Whether 
or not they come under the guidance of Treasuries 
they will not coniine themselves to supervising th;' 
automatic working of the system. 

THE P. & O. BANKING 
CORPORATION, LTD. 

(Incorporated in Englandl 

With which i •• ffili.ted The AII.h.h.d B.nk, Ltd. 

Authon.ed Capital " £5,000,000 
Subeacribed Captial .. £2,594,160 
Paid up Capital •• £2,594,160 
Reserve Fund.. £180,000 

Head Office: 
122. LEADENHALL ST •• WNDON. E.C.3 

W .. t End Branch , 
14-16. COCKSPUR STREET. S.W.l. 

Branches: Calcutta, Bombay, Madras, Colombo, Callcu! 
Shanghai. Singapor •• Hongkong. 

The P and O. Bank can tranoact busine.. on 
behalf of its constituents ar all centres where 
Branches of tbe Allahabad Bank. Ltd. are 

established. 
Current Accounts opened and Fixed Depo
sits received on terms which may be ascertained 

on application. 
Savings Bank Deposit Accounts opened and 
interest allowed. at 21 per cent. per annum. 

Full particular. on application. 
British Income-tax recovered. Executorship 

and Trusteeship undertake. 
1. FAIRUE PLACE. CALCUTT It.. 

W. S. RY'DE, Manaaer. 



THE B. I. S. AND ITS FUTURE 

By Dr. PAUL EINZIG 

When. in 1930. the Bank for ~ternati~nal Se~le
ments was estahlished. those respons'ble for Its creation 
attached sanguine hopes to. i~ prospects. pteir 
optimism was shared bJ:' th~ ma]onty of .expert opmlon. 
while the general public. m so far as It has. taken an 
interest in the innovation. regarded it as an unportant 
step in the right direction. It was widely believed 
by experts and laymen alike that the establishment of 
the Bank for International Settlements marked the 
opening of a new era in the sphere of international 
finance. While. in some banking quarters. fears were 
entertained that the new institution might become a 
dangerous rival to the existing banks. generally 
speaking. its establishment was hailed as a welcome 
event. 

The object of the Bank for International Settle
ments was twofold. In the first place. it was to 
facilitate the payment of reparations by Germany on 
the basis of the Young Plan. In the second place. 
it was to act as a central organisation to facilitate the 
co-operation between Central Banks. There was close 
connection between these two functions. It was 
evident that co-operation between Central Banks was 
essential in order to secure the working of the Young 
Plan. It was less evident at the tinie. but it became 
obvious. in the light of subsequent events. that develop
ments which led toa breakdown of reparations 
inevitably resulted in a setback in the movement of 
co-operation between Central Banks. 

With our knowledge of to-day. we may consider 
it difficult to unuerstand how financiers responsible for 
the Young Report and the statesmen responsible for 
the Hague Agreement of 1930 could possibly have 
been so optimistic as to expect that the mere existence 
of an International Bank could enable Germany to 
make the huge payments expected of her under the 
Young Plan. But those idealists who conceived the 
Bank were convinced that it would be able to raise 
world prices and to expand world trade to a sufficient 
degree to enable Germany to 'make the transfers which. 
in the then-existing conditions. were evidently far 
beyond her capacity to pay. These hopes'were based 
on several assumptions which failed to materialise. 
First of all. it was assumed that the Central Banks 
participating in the Bank for International Settlements 
and the Governments behind them would co-operate 
whole-heartedly and without any after-thought in 
order to attain a common end. It was equally assumed 
that the Bank would have a fair chance to develop 
and that its early period of development would not 
be interrupted by a crisis of exceptional ~vity. 
Lastly. it was assumed that those responSIble for 
governing the destinies of the Bank would be inspired 
by the same ambition and enterprising spirit as inspired 
the originators of the scheme. Each one of these 
three assumptions proved to be unfounded. 

The anticipation that the Bank for International 
Settlements would be managed in a spirit of genuine 
co-operation between the monetary authorities of the 
leading countries failed to materialise. Indeed. it 
required an unusual dogree of optimism to expect that 
the mere establishment of that Bank would eliminate 
the fundamental disagreement on policy that existed 
among the nations. Had there been agreement 
that it was desirable to use the facilities \lrovided by 
the Bank to bring about a considerable nse in world 
prices. the experience of the early period of the Bank 

might have provided a fair test to indicate its posSIbi
lities. As it is. we are not entitled to conclude that 
the Bank is not suitable for achieving such an end. 
All we are entitled to say is that. in the absence of 
an agreement as to what end the Bank should pursue. 
it is useless as an instrument of international monetary 
policy in the hands of the monetary authorities. 

But even if there had been genuine co-operatioD 
between the leading countries. it is doubtful whether 
the Bank could have produced spectacular results 
within the very short time of its existence prior to the 
outbreak of the financial crisis. Its early development 
was bound to be slow. Given the fact that the Bank 
was established in May ~930. and that. exactly twelw 
months later. the international banking cnsis that 
shobk the world to its foundations broke loose. it can 
hardly be said that the Bank had a fair chance to get 
over the initial stage of its development. 

Last but by nO means least. "the Bank was handi
capped. during the early period of its existence. by 
the highly conservative character of the institutions 
that controlled its destinies. The Central Banks 
.represented on its Board of Directors were ultra
orthodox organisations. hostile to the idea of experi
menting. of rapid expansion. and of taking any risk 
incompatible with the character of Central, Banks. 
Month after month.' suggestions were put forward at 
the Board Meetings at Basle to expand the Bank'5 
sphere of activity. These proposals. however useful 
they have appeared to be. were rejected by the Board 
of Directors. "If in doubt., do nothing" is a time
honoured slogan. which was applied persistently 
throughout the five years! existence of the Bank. ' As 
it is less risky to say "no" than to say "yes". those 
in charge of the Bank preferred to he on the safe side 
by abstaining from what they considered bold 
innovations. 

Nor did the hopes that the Bank would stimulate 
friendly collaboration between Central Banks mate
rialise. The atmosphere at the monthly Board 
meetings was anything but cordial during 1930 and 
1931 ; and. at" times. these meetings wituessed violent 
clashes between the conflicting interests. Indeed. it 
was suggested that these meetings were. if anything. 
harmful to international co-operation. since they 
provided an opportunity for such clashes which might 
otherwise have been avoided no matter how much the 

,Central Bank Governors disliked one another. 
Within the limited means at its disposal. the Bank 

for International Settlements made an effort to avert 
the financial crisis. It granted substantial credits to 

,the Central Banks of Germany. Austria. HUDgary and 
Jugoslavia. It did not. however. possess the means 
required for intervention on a sufficiently large scale 
to prevent the crisis. Had the crisis taken place in. 
say. 1941 instead of 7931. it is conceivable that. in 
the meantime. the Bank would have accumulated 

, funds running into milliards ; in which case it would 
have been in a better position to intervene effectivellf_ 
At it was. the crisis simply inlmobilised the Bank s 
relatively moderate resources and rendered it incap
able of granting any further assistance. Indeed. what
ever liquid ,resources it possessed were withdrawn by 

, the Central Banks which kept deposits with the Bank. 
Whenever a frozen loan was repaid. there was a cor
responding withdrawal of depoS1ts so that the amonnt 
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of liquid funds owned by the Bank was all the time 
negligible since May 1931. 

It was evident that after 1931 the Bank was no 
longer able to make even an attempt to influence the 
course of events. Notwithstanding this, its attitude 
during the years of depression deserves criticism. 
The fact that it was unable to achieve results of 
fundamental importance did not justify its uttter in
activity between 1931 and 1935. There were ample 
opportunities for rendering useful servIce and thEre 
was no lack of interesting suggestions. Indeed, the 
Executive of the Bank, anxious to earn its keep, was 
fertile in producing aud putting forward .new. and 
interesting ideas. The Board of DIrectors mvanably 
~ted them, however, or instituted prolonged and 
rutile enquiries about them. Beyond the attempt to 
establish international postal clearing, there was no
thing that could be quoted as being on the credit side 
of. the Bank's balance sheet of activity since the 
beginning of the crisis. . . 

Evidently, the DlTectors made no efforts to Justify 
the .existence of the Bank. Indeed, they appeared 
to' be under the impression that the mere fact that 
monthly Board meetings provided an opportunity for 
them to meet, is in itself a sufficient justification for 
the existence of the institution. They failed to realise 
.that the Bank's prolonged inactivity has undermined 
the initial authority it possessed. From time to time, 
they issued manifestoes from Basle laying down the 
law as to the monetary policy the Governments should 
.pursue. Had the Bank been more active in helping 
the world to work out its salvation, the voice of its 
Board would have carried considerable weight. As 
if was, the Governments could hardly be blamed for 
ignoring the unsolicited advice they received from 
·tirite to time from Basle. There was, in fact, only 
one piece of advice which the Directors of the Bank 
for International Settlements were anxious to give; 
and that was that every country should return to the 
'&<>Id standard as soon as possible. They did not take 
much trouble over trying to work out practical pro
posals as to how this end could best be achieved. 

The result of the Bank's activities is thus decided
'Iy disappointing, not because it was unable to prevent 
· the crisis, but because it failed to make the effort to 
make itself useful during the period of depression. 
The world gradually lost interest in the institution 
which, in its present form, is barely more than a club 

· for' Central Bank Governors. 
·The question is: Will the Bank ever be able to 

• develop into something more than it is at present? 
Most of its directors would answer that, once the world 
has returned to the gold standard, the future of the 
Bank is secured beyond doubt. They are not parti
Cularly concerned with the circumstances of stabilisa
tion so long as it is done quickly. They would like 
the world to stabilise first and to think of the con
sequences afterwards. Fortunately, the Governments 
on whom the responsibility for. the act of stabilisation 
would rest are not so keen to undertake, for a second 
time, a leap in the dark. Whatever the reasons for 

· and against stabilisation. no country is likely to 
stabilise merely in order to enable the Bank for Inter
national Settlements to expand and consolidate its 

. position. 
. . Indeed, it would be a grave mistake, from the 

· point of view of the prospects of the Bank itself, if 
the Governments were to return to the gold standard 
unconditionally. Having attained what they wanted, 
,the. Central Bank: Governors would then continue 

· ,their policy of avoiding to undertake anything in the 
:.'I03.y. of reform and the Bank would remain in all 
,probability what it is now. Its resources and acti
. vities might expand to some extent, but it would never 
. he able to play a role of first-rate importance in the 
sphere of international finance. 

In order to induce the Bank to take a more active 
. part, the Governments will have to play on its intense 
desire for a return to the gold standard, by making 
stabilisation conditional upon certain reforms, the ex-

ecution of which is to be undertaken by the Bank. 
This is not the place to discuss in detail the exact 
form the future gold standard should assume, but it 
is certain that the Bank for International Settlements 
should play an important part in securing its normal 
functiOning. . 

It is not the popular suggestion of an internation
~ al gold reserve that I have in mind. The chances of 
this suggestion materialising Ilre now probably much 
less favourable than they· were before the crisis. 
Owing to the increase of economic nationalism and 
political tension on the Continent since 1931. it is 
unthinkable that any country would consider it desir
able to keep the larger part of its gold reserve abroad. 
There is certainly nO question of pooling the gold 
resources of various countries. It is unthinkable that 
France or even the United States would ever consent 
to such an arrangement. Barring that solution the 
whole scheme of transferring gold reserves t~ the 
Bank for International Settlements would boil down 
to technical measures to substitute book entries for 
gold shipments. This idea has always been very 
pO'p~lar in certain quarters on the ground that the 
sh,fting of gold from one centre to another is sheer 
waste. As, however, the amount of waste involved 
is negligible, it is hardly worth while to reorganise 
the international monetary system merely for the sake 
of saving a few hundred thousand pounds a year. 
Those who attach much importance to this scheme 
are inclined to mistake the shadow for the substance. 
What is required is not to reduce physical movements 
of gold, whenever they become necessary as a result 
of the working of financial tendencies, but to reduce 
these tendencieS within normal limits. 

In this respect, the Bank for International Settle
ments c?uld play a very useful part, but only if it is 
~ot afraid ,!f breaking new ground. It is by becom-
109 a c1eanng house for international transfers that 
the Bank for International Settlements could play an 
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important part in reducing the disturbing infi.nences 
which lead to unwanted gold movements. T~1S sug
gestion has been made in various forms ever SlDCe the 
establishment of the Bank, but has been rejected on 
the ground that it would reduce the volume of 
foreign exchange business and would thus b~ detri
mental to banking interests engaged in foreign ex. 
change transactions. Undou~tedly, this is true. T~e 
question i. whcther or not It would be worth while 
to sacrifice the banking interests concerned for the 
sake of securing a higher degree of international 
monetary stability. I believe that, even, from the 
point of view of the banking community, it would be 
worth while to forego some profit for the '~e of 
stability. 

The obvious function which the Bank for Inter
national Settlements should undertake is to become a 
central clearing house for international exchange 
clearing. As is well known, a large number of ex
change clearing agreements have been ~oncl~ded 
during the' last three years and are operating mde
pendently of each other. It is thanks to these ex
change clearing arrangements that countries, which 
ha ve been particularly affected by the cnSlS, have 
been able to retain a reasonable part of their foreign 
trade. By enabling the countries of Central and 
South Eastern Europe to trade with each other and 
to some extent with stronger countries, the exchange 
dearing system probably saved them from utter finan
cial. and economic collapse. If the system was unable 
to produce wholly satisfactory results, it was because 
there was a complete lack of co-ordination between 
the various exchange clearing agreements which 
operated independently of each other. Although, in 
some cases, triangular exchange clearing arrangments 
were made, by which it was possible to use the sur
plus on one' clearing account to offset the deficit on 
another clearing account, such arrangements were 
the exception and not the rule. What is wanted is a 
central organisation which would co-ordinate the 

working of the various exchange clearing agreements 
and which would gystematically offset surpluses on 
certain accounts against deficiencies on other accounts. 

The Bank for International Settlements is emi
nently suitable for performing this function. It is, 
therefore, unfortunate that the Board of that Bank 
chose to adopt a hostile attitude towards the system. 
Not ouly is the Bank unwilling to lend a helping hand 
in its development, but it is doing its utmost to handi
cap progress. The Central Bank Governors repre
sented on its Board have pledged themselves to a 
policy of obstructing the development of exchange 
clearing. This attitude is deplorable, not only from 
the point of view of general interest, which' would be 
best served hy the rapid development of the system 
of exchange clearing, but also from the point of view 
of the Central Banks and the Bank for International 
Settlements itself. 

The exchange clearing system is, in my opinion, 
the rational system for international transfers; and its 
universal adoption is a mere question of time. If it 
does Dot take place on the occasion of the present 
depression, it will take place as a result of the next 
crisis. The resistance of Central Banks and of the 
Bank for International Settlements will be unable to 
prevent its development. The system will be adopted 
without them by other organisations, in which case 
both Central Banks and the Bank for International 
Settlements will lose a great deal of their influence. 
The international monetary system will slip out of 
their control entirely, through their own fault. 

The future of the Bank for -International Settle
ments depends largely, if not exclusively, upon its 
attitude towards exchange clearing. If it continues to 
work against the system, some other international 
organisation will have to be formed and will be form
ed which would take charge of international clearing, 
and which would soon overshadow the moribund 
Bank of Basle. 

.~~~~~~~~~~~~~~~~~~~~~~~***************~~~~~~~~~~~~~~~~~~~~~~~~. : : 
• * ! BANKERS' BANK it 
• * • * • * • * • * : Do you ever know that Banks deposit with other Banks ~ ::: 

• * : It may interest you to learn that many Banks in India have ::: 

• * : money on deposit in ::: 

• * ': THE aUILON BANK ::: 

• * : which means that conservative and' experienced bank officers ::: 
=: have scrutinised the Quilon Bank with a care and a know- ::: 

• * • ledge which you and I could not be expected to possess * · ~ =: and have passed judgment by depositing thousands of rupees. * 
• * : When so many banks certify the Quilon Bank, it is a ::: 
=: matter left to you to decide to call this Bank "My Bank." ::: 

• * • * • * • * ! THE QUILON BANK, LTD. it 
• (INCORPORATED IN TRAVANCORE 1919) * 
• * • * :. •• ~.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~*~***~**~~~***~~**~*~: 



BANK STATISTICS 

IMPERIAL BANK OF INDIA. 

(la Ru~ot-OOO'. omitted) 

Capital 
Reserve 
Public Deposits .-, 
Current, Fixed and other 

Dep08it.l 
Sundriea 

19811 1988 
5,62,50 
5,17,50 
7,06,95 

68,86,85 
85,10 

5.6Y.50 
5t~,50 
6,44,11 

7.,12,71 
88,11 

Total Rs. 87,08,40 92,80,05 

AsSET8-

Cash ... . .. 
Balances with other banks 
Investments 
Bills DiscoUDted and 
Purehased 
LOBDS and Advances 
Dead Stock 
Sundries 

20,97.00 
9,56 

82,08,68 

1,96,67 
28,68,45 

2,61,10 
76,99 

18,59,16 
17,00 

"7,02,96 

2,08,08 
20,95.56 

2,58,95 
97,7. 

Total RI. 87,08,40 92.80,05 

Percentage of total Capital 
and Reserve to total 
Deposits .. _ 

Percentage of total Liquid 
Assets to total Deposits 

PROFIT and Loss ITEMS
Brought Forward 
Profits 
Dividend Distribution 
Allocation to funds 
Carried Forward 
Dividend Rate per cent n. 

14'8 

78'0 

1",05 
91,98 
67,50 
19,02 
25.~ 

12 

18'5 

M'B 

25,~ 
75,12 
67,50 
6,H 

26,86 
12 

THE BANK OF TAIWAN LTD. 

(In. Yen--OOO's omitted) 

198' 
5,62,50 
5,85,00 
6,72,10 

16,77,95 
98,408 

92,91,11 

2,59,82 
26.~,"" 

2.45,90 
85,18 

92,91,18 

18'5 

78'0 

26,86 
85,28 
67,50 
18,99 
80,65 

12 

80th June 8Ist Dee 80th June 
Liablities- 1988 1988 198' 

Capital 
Reserve Funds 
Deposits ... 
Notes in Circulation 
Bill. Payable 
Bills Rediscounted ... 
Acceptances and Gua.rantees 

for Customers ... 
Due to corespondents •. 
Profit and loss Account ... 
Other items 

18,125 
2,014 

256,608 
4.. .. ,240 
28,681 
60,628 

8,659 
2,611 

64.1 
~ 

18,125 
2,5M 

256,576 
48,_ 
48,995 
'9,616 

6,825 
8,014 

655 
89 

18,12l1 
2,7M 

251,928 
47,954 
48,850 
86,879 

8,288 
2,115 

715 
89 

TOTAL 
Asoets-

Yen 406,208 422,693 402,092 

Cash 14,918 16,488 19,216 
Bullion 19,761 20,161 20,086 
Investments ... .. 90,085 90,886 77,408 
Loans, Bills Discounted, etc 281,829 228,880 210,572 
Ioterest, Bills, Bill. bought 

and Export advances. ... 81,652 58,628 68,885 
Customers lialility for accep' 

tances and Guarantees ... 8,659 4,825 a,2f2B 
Due from Correspondent 729 1,946 2,781 
Properties etc ... ••. 7,570 6,986 5,511 

---:.-.-----.:...- -~-
TOTAL 

Profit .ndt Joss Items 
• BrougoC... Forward '" 

Net P of it '" 
Dividend Distribution 
Allocation to funds '" 
Bonus 
Carried Forward 
Di~idend Rate per-

cent (p.e.) 

Yen "">,208 ~1,698 .02,091'2 

BaH-year 
ended 
80-6-83 

76 
564 
197 
MO 
25 
78 

8 

Balf-year 
ended 
81-12-83 

78 
576 
197 
850 
25 
88 

8 

Half·ye" 
ended 
81~ 

88 
681 
197 -25 
92 

1 

THE CHARTERED B.\NK OF INDIA, 
AUSTRALIA .CUINA. 

(10 Sterlin..--'o omitted) 

LIABILITD

Capital 
Reserve Fund 
Notes in Circul alion 
~posito ... 
BiU. Payable ... 
Acceptance. for CustomeR 
Loan. Payable ••. 
Pron t and Lou Account 
Other ileDl8 '" 

AasftS
Cash 
Investmenta 

Total 

Bill, ... 
LoanB and Billa Diaeounted 
Share. in allied Bank ... .. . 
Property... .•. .. . 
Customers'liability for aeceptocea 
Other items ... 

1911l 
1,000 
8,000 
1,965 

88,618 1,_ 
680 

1,1tT 
11.'19 
US 

5,828 
11,518 
8,1149 

22,_ 
2,_ 
1,881 

680 
781 

l1a 
a,oro 
a,ooo 
1,1IiI5 

".6118 
1,9M 

989 
1,--US 

8,4111 
15,6118 
11,199 
}7,7.o 
1,-
1,176 

989 
488 

1-
8,004J 
8,0lI0 
1,85t" 

",606 
•• '786 

1()8. 
".031 

Ul -
11,09" 
17,na 
7,_ 

18,57& 
1,80) 
1,621 

608 
5611 

Total 
Percentage of total .apital ... d 

Reserve. to Deposits 
Percentage of Cash to Deposita 

88,180 68,12. 80,198 

PROFIT AND Loss Inv8-

Brought Forward 
Net Profits 
Dividend Distribution 
Allocation to Funda 
Carried Forward ... 
Dividend Rate percent •. ,. 

15'5 
14'6 

1'9 
14 

18'7 
19" 

1M 
46'7 -lIS -16 

THE AMERICAN EXPRESS COMPANY INC. 
(In Dollars-OOO'. omitt.dl 

LIABILITIES-

CapitsJ... ... 
Surplus and Undivided Profitl 
Reserves 
Deposits .. , .,. 
Cbeques and Drafts Dot yet 

presented for Payment 
Acceptances and Letters of 

Credit for CustomeR 
Other Liabilities 

Total 
CAPITAL-

, .--

1981 
8,000 
1,882 
1,458 

15,4087 

1,778 

1,472 
1,895 

19&2 
6,000 
1,861 
1,119 

18.898 

1,.so 

1,141 
1,67'7 

198& 
8,000 
1,087 
1,_ 

16,846 

2,Oft 

IIiII ""r. 

Cash ... ... ". 16,.s9 
Funds witll Affiliated and Subsidiary 

1,808 14,88& 

Companies 
Investments 
Loans and Discounts 
Property ... _ .. 
Cuatomerl' Liability for 

acceptance .. and Letten of Credit 
Other Aoooto -

1,708 
6,688 
1,129 

1,'" 
1,919 

10,181 
1,086 
8,~8 

',MIl 
1,141 
1,678 

e,I. 
2,168 
l5t65~ 
1,968 

Total .... 29,871 11'7,280 14,616 
Percentage of Total Capital and 

Resenes to Deposits 48'81 57'61 61'. 
P.reeDt .... of Cash to Depa.ito ... 108'61 "'85 M'1l 

GRINDLAY 6: COMPANY, LIMITED. 

(Incorporated in Great Britain) 

LWIILlTIES-

Capital 
Reserve Fund 
Current, Deposit and Other 

AI .... 
Liabilities for Aceeptaneea, 

Endorsements, EDg.~ 
menta, etc. 

Total I. 

19811 1988 
I. I-

250 280 
100 100 

2,T60 1,00. 

IH 

1,- 1,598 

111M 
I. 

280 
100 

8,122' 

1111 

8,625 



RESERVE BANK INAUGURATION 'NUMI>ER 

AsSE'ls-
Cash, Note., Balances and 

Cheques, money at eall and 
short notice 

Investments 
Loans, Bill. Discounted, etc. 
Bank Premise. 
Liabilities for Acceptances, 

Endonementa, EUl'aae-
menu, etc. 

Total £ 

898 
1,577 
1,081 

5t 

122 

8,282 

11'/4 
1,928 
1,088 

M 

1M 

8,598 

•• 

858 
1,851 
1,209 

M 

158 

8,625 

NATIONAL PROVINCIAL BANK LTD, 

Analy.i. of BaleDu Sheet. (in thC.UI6DU of £".) 

LJABILITIB9-

Capital 
Reserve Fund 
Cunent, Deposit Bnd Otber 

A/cs. 
Acc~ptancel ... . .. 
Due to Subsidiary Companies 
UDdivided Profits 

AS8ETS-
Cash, Notes, Balances 

Cbeques 
Money at eall and notice 
Investments 
Rills Discounted 
Advanees 
Bank Premise. 
Acceptance. 

aDd 

191,567 
6,206 

258 
775 

89,884 
17,690 
64,182 
58,928 

122,282 
7,211 
6,206 

1988 
L 

9,4':'9 
8,000 

288.240 
6,895 

158 
857 

48,001 
18,168 
78,214 
48,167 

111,817 
7,867 
6,895 

1984 
I-

9,479 
8,000 

297,180 
5,868 

289 
878 

48,801 
20,667 
92.4028 
89.571~ 

118,898 
7,862 
5,868 

. HONGKONG AND SHANGHAI BANKING 
CORPORATION, 

(ID Dollar~OO' omitted) 
LIABILJ'lIF.S-

Capital ... 
Sterlina Reserve 
Silver Reserve ... 
Notes in Circulation 
Deposits 
Bill. Payable '" ... 
ACCf'ptances for Customer. 
Profit and LoIS Account 

Total' 
AaSETS-
Cash and Bullion 
Investments 
Bills Discounted, Loans and 

Credits 
Bills Receivable, Remit.-

tances and Drafta in 
transit 

Customers' Liability for ae· 
ceptances ... 

Bank Premiaea 

Total • 

Percentage of Tot.a1 Capital 
and Reserves to Deposit •• 

PROFIT ANn LoSi ITEMS
Brou,ht Forward 
Profila 
Dividend Distribution 
Allocation to Fllnds 
t:arried Forward 
Dividend per Share 

1931 1982 1988 
20,000 20,000 20,000 
90,485 10',000 89,786 
10,000 )0,000 10,000 

129.235 187,449 146,535 
778,481 981,838 878,954 

15,076 15,659 18,728 
1,091 2,485 2,860 

10,600 12,619 11,598 
.-~-

1,049,916 1,288,850 1.168,466 

214,407 
"",228 

4.82,286 

188,296 

1,091 
19,610 

888,472 _,561 
289,981 229.570 

4139,256 888,818 

148,981 144,491 

2,485 2,860 
19,6740 18,659 

1,049,916 1,288,850 1,168,,4t56 

15'57 
1981 

8,4029 
16,M9 
IS,aM 

IlOO 
8,m 

£ 6 

l6'88 
1989 

8,422 
16,894 
16,29'7 
1,_ 
8,_ 
£6 

18'7 
19B8 
8,_ 

15,297 
18,612 
1,_ 
8,468 
£6 

THE NATIONAL BANK OF INDIA LTD, 

LIA8J1.tTII:S-

(In StorliDII- 000a omitted) 
198i 

Capital .. , 
Resene Fund ... 
Deposits (including provision 

for Bad and lloubtful Debta 
and Contingencies) , 

Bills Payable ... 
A('ceptancf'l for Custome" ... 
Loanl Payable against Securities 
Pro6.t and LOIS Account. .,. 

I,ooe 
t,_ 

17,8041 
758 
198 

1.'60 
1149 --

19l1li 
1,000 
11,200 

80,118 
746 
S98 

529 

Total £ '-. 85,2640 85,886 

1988 
11,_ 
t,too 

29,_ 
761 
B88 

aoo 
85,480 

AsSETS-
Cash aDd Bullion 
Investment. 
Bills of Exchange (including 

8.819 
12,957 

.,591 
18,821 

4,678 
1.5,874 

Treasury Bill.) ... 
Loans and Discounts 
Customers' Liability 

5,682 5,897 8,558 
12,018 10,609 10,886 

for 
acceptances 

Property and Furniture 

Total £. 

Percentage of Total Capital and 
Reserves to Deposits 

Percentage of Cash to Deposits 

PaoFIT AND Loss ITEMS

Brought Forward 
Net Profits ... 
Dividend Distribution 
Allocatiun to Funds .. . 
Carried Forward· .. . 
Dividend Rate per cent. 

198 
650 

15'1 
18'7 

1981 

279 
.. 70 
tOO 
70 

279 
20 

298 
670 

18'9 
15'2 

1982 

279 -tOO 
89 

249 
20 

l18li 
691 

l4't 
15'8 

198& 

2Il~ 
451 
..cJ0 
$0 

250> 
20 

THE NATIONAL CITY BANK OF NEW YORK. 

(10 millioD dollars,) 
LIABILITIES-

Capital 
Surplus ... 
Undivided Profits 
Reserves ,., .. . 
Acceptances and Bills .. . 
Deposits , .. 
Other items ... 

1982 
1~6 
76 

5 
87 
74 

1,299 
.... 

1988 
127 

80 
5 
8 

74 
1,117 

26 

1984 
127 
90 

8 
10 
66 

1,895 
4 -----,---

Total' 
ASSETS-

Cash (on hand and with Bankers) 
Loans, Discounts and Bankers' 

Acceptamoes. 
Customers Liability acount of Bcce .. 

pta.nces •. , 
IDve$tments-
United States Government Bonds 

and Certificates .... 
State & Municipal Bonds 
Other Bonds & Securities 
Stock in Federal Reserve Bank 
Ownership of International Bank· 

ing Corporation .,. 
Bank Premises 
Other assets ... 

Total, 

1,615 

800 

620 

66 

365 
58 

120 
7 

8 
60 
16 

1,615 

1,887 

864 

497 

69 

21<9 
66 
65 
7 

8 
57 
25 

1,881 

THE EASTERN BANK LIMITED 
(In bterling-COO's o-mitted) 

LL\BILITIES-

Capital .. , 
Reserve Fund 
Deposits 
Bills and Acceptances ... 
Loans Payable against Bill and 

Securitiel .. ' ... 
Pro6t and Loss Account 
Other Liabilities 

AssETS
Caoh 
Investments 

Total ~ 

Bills Receivable ... . .. 
Customers'Liability for aeceptances 
LoaDl and Advances 
Property 
Other usetl 

Total £ 

PerceDtage of Total Capital and 
Reserves to Deposits 

Percentage of Cash to Deposita 
PlIorrr AND Loos ArooUNl'
Brought Forward 
Net Profit. , .. 
Dividend Distribution 
Allocations to Funds ... 
Carried Forward 
Dividend Rate per oeDt 

1981 1989 
1,000 

480 
5,606 
1,246 

1,149 
189 
107 

9,72'7 

1,822 
8,285 
1,851 

836 
2,624 

189 
70 

9,727 

26'4 
28'6 

50 
129 
60 
75 
84 
6' 

l,noo 
500 

6,007 
1.805 

729 
126 
76 

9,748 

1,885 
4,861 

696 
1,025 
1,988 

199 
158 

9,748 

25'0 
12'2 

84 
122 

60 
55 ,1 
6 

1,640 

t112 
64 
72 
7 

8 
58 
9 

1,640 

1988 
1,000 

500 
5,605 
),21l'f 

1,09t 
187 

59 

9,621 

1,258 
'.582 

605 
979 

1.8;05 
190 
2011 

t,m 

"'S 
12'. 

41 
H6 
60 
55 
52 
6 



RESERVE BANK INAUGURATION NUMBER 

__ NETHERLANDS INDIA COllMERCIAL BANK 

lIa Guilden,-OOO's omitted) 

L IA8lLlTIEII 

Ca ital 
Det:ntures 
Reserve Fund 
Deposits 
Acceptan ... and Billa 
Payable 

Prolit and Loss Account 

1082 1988 

55,000 65.000 
267 

2·',100 25,691 
128,696 l00,~8 

18,546 10,581 
262 89 

Total Guilder. 216,961 191,785 

A88ET8 
Cuh 
Investments 
Bankers Abroad 
Treasu-ry Bills .. -
Bullion and Bills Receivable 
Loanl and Advances 
Property 

18,081 
85,700 
11,476 
r1,lSO 
0&5,_ 
78,MB 

5,171 

Total Guilde.. 216,961 

Percentage of Total Capital and 
Reserves to Deposita ..• M"O 

88,182 
29,570 
6,_ 

18,100 
40,125 
64,542 
.. ,876 

191,785 

SO'4 

1984 
55,000 

28,6~ 
90,808 

9,680 
86 

181,862 

28,208 
80,274 
9,820 

20,791 
?:T,aOI 
63,461 
',Oil 

181,862 

90'5 

THE MERCANTILE BANK OF INDIA LTD, 

(In Sterling-oOO's omitted) 

LUBILITIES-

Capital 
Reserve Fund 
Notes in Circulation 

1931 
1,050 
1,050 

175 
Deposits (including Provision 
for Bad and Doubtful Debts) 11,_ 
Bills Payable -
Loans Payable agaillSt 
Security 888 

Acceptances for Customers 128 
Profit and Loss Account 220 
Other items 

Total I. 
AsSBTS-
Cash and Bullion 
Deposits against Note Issue 
Investments ... . .. 
Bills Rceivable 
Bills Discounted 
Loans and Ad vances 
Banking Premises 
Customers Liability for 

Acceptances 
Other items 

1'~668 

1,458 
2"1 

5,498 
1,8541 

89 
5,286 

874 

128 
260 

Total £ 14,668 

Percentage of Total Capital 
and 1teserve to Deposits ... 

Percentage of Cash to 
Deposits ... 

PaOFIT AND Loss ITEMS
Brought Forward 
Prolits .. , 
Dividend Distribution 
Allocation to Funds 
Carried Forword 
Dividend Rate percent. 

18'7 

18'0 

167 
152 
126 

2S 
168 
12 

1932 
1,050 
1,075 

162 

18,085 
467 

188 
285 

16,212 

2,142 
812 

5,890 
2,091 

88 
6,968 

869 

IRS 
219 

16,212 

16'8 

16" 

168 
ISO 
128 

50 
172 
12 

1938 
1-,030 
1,075 

104 

12,248 
417 

125 
285 
88 

15,292 

1,958 
812 

6,006 
1,700 

27 
',688 

859 

125 
172 

15,m 

17'8 

16'0 

172 
162 
126 
85 

IrA 
12 

THE p, & 0, BANKING CORPORATION LTD, 

(In Sleriing-ooo's omi tied) 

LIABILlTIES-

Capital 
Reserve Fund 
Deposits (including Provi~ 

sion for Bad and Doubtful 
Debts, Contingency Reserve 
etc,) , .. , 

Loans Payable against Secu-
rity .. , 

R.cceptances.Endowments,etc. 
Bills Receivable for Collection 
Profit and Loss Account 
Other items 

Total I. 

1931-82 1982-88 

2,_ 
ISO 

6,898 

4,078 
201 
2112 
189 
7U 

2,5M 
ISO 

7,072 

8,_ 
200 
287 
149 
75 

18,626 

1988-&1 

2,591 
160 

6,4118 

5,166 
119 
282. 
157 
28 

14,959 

Aul!T!l-
Cub, Bullio.. and MoneJ' at 

Call and Short Notice ... 
Bill. Recein.ble 
Investments 
Loana and Ad.ancel 
Itroperty and Furniture 
Liabilities of Culomera for 

acceptances ... .,. 
Bills Re .. ivable for Collec

tion 

Total & 

PROFIT AND Lose AccoUNT
Brought Forward 
Net Profits 
Dividend Dilltribution 
Carried Forward 
Dividt"Dd Rate per cent. 

1,11"1 
1.101 
.,867 
4,-

1M 

901 

1181 

14,1187 

112 
10'7 
101 
88 
II 

1.5118 
1,
a,_ 
1,_ 

148 

900 

118'7 

88 
111 
105 
~a 
a 

THE BANK OF MYSORE LTD, 

(In Rupeeo-ooo'. omitted) 
L ... 1LITJ&8- 19n 1988 

Capital 
Reserve Fund 
Buildinl Fund 
Deposita 
Stall Provident Fund 
Unclaimed Dividends ... 
Prolit and LOBS Account 

Total Rs, 

Aul!T!l-
Casb .. , 
Investmentl ... 
Dills Discounted and Purehaoed 
Loans and Advances .•• 
Propertiel ... 

... 20,00 
17.50 
2,25 

... 2,18,08 
1,29 

116 
8,85 

27,84 
.H 97,22 

6.61 
... 1,ts,80 

6,76 

20,00 
18,75 

1,25 
1,98,79 

1,68 
17 

8,25 

28,22 
65,68 
a,81 

1,87,86 
4,27 

1.988 
1,1114 
6,_ 
.,5:10 

188 

110 

282 

45 
1I2 
105 
a. 
a 

1984 
tn,oo 
2lI,lIII 

1,98,68 
8,01 

15 
8,85 

26,69 
68.50 

a,80 
),S?' ,99 

B,94 

Total Ro, ... 2,68,18 2,40,S. 1,402,.w 

Percentage of Capital and Reserve 
to TotAl Deposit..., .. , 17'1 

Per~ntale of Total Liquid Asleto 
to Total Deposits .. , 57'8 

Percentage of Cash to Total Depo-
sito 12'8 

PROFIT AND Loss InMs-
Brought Forward 80 
Net Profits 4,25 
Dividend Dilltribution 2,60 
Alloeation to Funds 1,25 
Staff Bonul 19 
Carried Forward 51 
Dividend Rate per cent. 12 
Bonus per Share .. , Re. 1 --

ALLAHABAD BANK LTD, 

(In Rupeer-OOO', omitted) 

20'0 

51" 

14'6 

81 
4,# 
2,60 
1,75 

20 
40 
11 

Re, 1 

lI1'8 

81'9 

18'8 

85 
4,00 
2,80 
1,50 

20 
78 
II 

Ro. I 

1931·82 1932·88 19811-84 
LUBltITJES

Capital ... 
Reserve Fund 
Provident Fund .. , 
Fixed, Current and Savin,. Bank 

Deposita , •. 
Suspense 
Sundry eredito Established on 

aeeount of CUltomers 
Profit and LoSi Account 
Other iteDll 

AuETII-
Cash 
Investments 
Loans 

Total Ro, 

Cash Credits and Overdrafts 
Bill. DilCOoDted and Proootes 
Property, Stationery, etc. . .. 
Customers' Liability for Sundry 

Credits •.. 
Otberitema 

85,50 
#,50 
14,91 

85.50 
44,50 
16,14 

85.50 
44,50 
16,89 

9,9-6.46 IO,81,5910,Iti,16 
1,83 2,88 I,M 

'.79 
6,99 

18 

90 
7,1" 

11 

1,60 
7,21 

11 -----
11,02,1011,88.7811,88,88 

1.26 82 
5,86,211 

79,42 
2,64.86 

40,71 
49,110 

4,79 
67 

1,28.44 
1,87,22 

71,47 
8,25,19 

27,58 
51,78 

116 
69 

1,BS,81 
",,00,72 

61,86 
',65,18' 

19,88 
50,71 

1,69 
II 

Total Ro, .. , 11,01,1011,88,7811,88,88 

Percentage of Capital and Re-
serve to Total Deposita ••• 

Percentage of Total Liquid As .. to 
to Total Deposito , .. 

8'0 

68'1 

7'. 

65'1 

7'8 

61'0 



RESERVE BANK INA.UGURA.TION NUMBER 35, 

PBonT AND Lo88ITEMS-
Brought Forward ',lU 8,69 4,85 
Profile 5,55 5,15 5,91 
AlloeatioD to Fund, 1,50 1,'25 
Dividend Distribution 4,59 ',59 ',59 
Carried Forward 8,69 6,85 4,92 

THE BANK OF INDIA LTD, 
lIn Rupeeo-OOO's omitted,) 

1982 1988 19M 
LUBILITJD-

Capital 1,00,00 ],00,00 1,00,00 
Reserve Punda 1,01,50 1,01,50 1,01,SO 
Depolita ... 15,07,65 1',49,82 -14,,65,19 
Profit and Lou Account 9,1S 10,68 14-,91 
Other item 2,91 1,41 6,29 

Tolal Ra, 17,21,81 16,68,41 16,81,95 

As8t!T8-
Cash 2,27,28 2.404,78 1,66,46 
Invrltmenu 8,5R,05 8,26,02 7,26,10 
Loaos and Advancec 6,BI,n 5,79,7R 7,85,16 
.Property ete. 9,16 12,83 10,'28 

Total RI, 17,21,81 16,68,4.1 16,87,95 

Percentage of Total 
Capital and Reaervel 
to Total Depo.i ts 18" 18'9 18'8 

Percentage of Cash to 
Total Deposits 15'1 16'9 11'4 

Percentage of Total 
Liquid Uleta to Total 
Deposit. 71 78 61 

P)u)YIT ,,"ND Loss ITEMS-
Broullht Forward 8,89 -8.41 4,92 
Net Profit. ]2,86 18,52 17,65 
Dividend Distribution 1l,UO 10,00 ]0,00 
Allocation to Funds 1,00 4,00 
Carried Forward 8,41 4,82 5,21 
Dividend Rate per cent. II 10 10 

BANK OF HlNDUSII'AN LTD, 
(In Rupees-OOO's omittedl 

LIAUJLITIES- 1982 J~88 1984 
Capital... ... 
Reserve for Bad and Doubtful 

10,00 10,00 10,00 

Veble 18 20 20 
De~ositll ... 28,0" 25,41 80,45 
Bil s for Collection n 88 58 
Profit and LOA Account 82 46 62 
Other iteme 26 88 62 

Total Ra, 89,49 87,08 012,87 
AS8Ir1S-

C .. b 12,77 7,15 12,00 
[nvestmenta 6,04 5,64 2,98 
Loun. and Advancea 18,68 22,640 25,54 
Prdiminary Expenles 25 20 15 
Safes. Furniture and Fittinp 88 88 88 
Bill. lor Collection 74 88 88 
Other items 78 49 84 

Total Ra, 89,490 87,08 42,87 

Pereentale of Cu~ to Deposita ... M" 211'1 89'4 

PROFn ANt> Loss bEMa-
Brought Forward 8 22 9 
N.t Profile .. , 28 61 59 
Dividend Distribution 80 80 
Allocation •... 10 5 26 
Carried Forward lI2 11 6 
Dividend Rate per cent. S • 

THE CENTRAl. BANK OF INDIA LTD. 
(In Rupeeo-OOO's omiUed) 

LU.BILl'nKB- 1981 
1_ 

1988 
Capital ... 1,68,18 1,68,18 1,68,18 
Rell!'rve and other funds 72,'18 ' '6,57 76,75 
Derao.its .' 18,20.88 20,11,5. U,I2.82 
Bil Pa~bal. .., 8,09 8,06 8,84 
Due to anken •.• 2,'1'7.11 2,68 1.71 
Branch adjultmp,nta ... 6,86 1l.lT 7,SO 
Aceeptaneell for Customers ... 66,67 55,95 61,65 
BiU. for collection 81,11 86,401 88,69 
Profit III Lo .. Aceount 9,12 8,60 10.10 
Other item. 6,80 1,22 i,401 

TOTAL Ra. il,59,DO ta,75,81 25,94,26 

AsSETs-

Cash , .. 
Investments ... 
LoaDI & Advance. 
Properties etc., .. , 
Customen· Liability for 
Acceptances ... 

1,70,88 2,46,15 4,01,80 
11,20,55 18,Il,-405 12,96,81 
6,58,55 6,07,80 6,75,71 
1,19,69 1,18,.55 I,J9,60 

Bills Receivable 
64,67 55,95 61,65 
81,11 86,41 81:1,69 ------

TOTAL Rs. 21,59,90 28,75,31 25,940,26 

PROFIT II< Lo .. ITEM ...... 

Brought Forward 
Net Profits •.. 
Dividend Distribution 
Allocation to funds 
Carried Forward 
Dividend Rate peor cent 

1981 

5,00 
17,61 
10,09 
8,50 
.,08 

6 

THE INDIAN BANK LTD, 

( [n Rupees-OOO's omitted) 
LIABILlTIER

Capital 
Reserve aDd CODtiDgent Funds ... 
Deposits ... . '" 
Bills for Col1ection 
Profit and Loss Account 
Other items 

1982 
12.79 
18,89 

1,99,21 
2,81 
1,58 
2,08 

1982 
4,08 

14,92 
10,09. 
1,75 
8,56 

6 

1988 
12,79 
14,07 

2,26,.7 
4,17 
8.26 
1,81 

19S5 
8,56 

14,69 
10,09 
2,00 
5,66 

6 

19M 
12,79 
).,91 

9,20,02 
8.74-
6,02 
2,68 

Total Rs. 2,82,42 2.62,5'7 2',58,22 
ASS~"T .. l-

C .. h 
Investments 
Loans, Advances, Bills dis-

counted and Purchaeed ete. 
Properties 
Bills for Collection 
Other items 

47,48 44.85 
1,04.01 1,04.89 

.,71.4rr5 
1,70 
2,87 
6,91 

1,01,88 
1,70 
4,16 
5,09 

88,86 
75,2~ 

1,88.59 
1,60 
8,7. 

78 

Total Rs. 2,82,42 2,62,51' 2,58,22 

Total of Capital and Reserves to 
Total Deposits 

Percentage of Cash to Total 
Deposits ... 

PROPIT AND Loss ITRMS

Brought Forward 
Net Profits 
Dividend Distribution 
Allocation to Funds ... 
Carried Forward 
Dividend Rate per cent; 

18'4 

28'8 

28 
1,98 
1,54 

80 
82 
12 

U'9 

82 
8,71 
I,M 
1,68 

57 
12 

12'6 

17'40 

1fT 
4,21 
1.79 
1,58 

76 
14, 

THE TRAVANCORE NATIONAL BANK LTD, 

(In Rupees-OOO's omitted) 
LU.BILIT12S-

Capilal 
Reserved Funds 
Deposits 
Cbitty Deposits 
Bills for Collection 
Due to Bankers 
Profit and Loss Accouut 
Other Items 

Total B., 
AssETS-
Cash .. , 
Investments 
Loans and Advanees 
Chitty advances 
Properties pte . 
Bills lOT Collection 
Other Item. 

Tolal Ra, 

PoRentage of ToW Capital and 
Reserves ,tQ DepomU 

Pe...,..,tqe' of Cash to Depeoiu 

PROFIT AND Loss ITBIlS

Brought Forward 
Net Profit 
Dividend Distribution 
Alloeation to funda 
Carried Forward 
Dividend Rate Per .:eDt 

1982 1988 19M 
4,22 
2,00 

86,70 
n,99 

1,18 
42 

2 
1,65 

88,18 

5,87 
4,80 

rt,79 
14,55 
1,90 
1,18 
2,59 

5,20 
220 

58:88 
14.00 

8,46 
15 
88 

2,25 

6,77 
2,50 

79,GD 
15,47 

5,85 
48 
trT 

4,94 

86,en 1,15,85 

8,88 
10,46 
• 1,28 
15,95 
2,47 
8,46 
4,02 

1",80 
12,409 
57,14 • 
17,11 
1,88 
5,85 
6,60 

sa,18 86,02 I,U,88 

16'9 
16 

8 
65 
66 
lI5 
I 

10l 

n'7 
18'1 

10 
81 
54-
80 
1 
9 



36 ~ESE~VE BANK INAUGU~ATION NUMBER. 

THr. RANK OF BARODA, LTD, 
(In Rupeell-OOO'. omitted) 

LJARII.ITIES-
19ft 1_ 19M 

Capital ". 80,00 80,00 80,00 
Reserve Fund lIO,OO 20,15 21,SO 
Provident Pund 8,95 .,401 .,78 
Deposits ... ... 1,82,76 5,89,22 6,28,68 
Doe to Branches 1,40 1,58 1,77 
Profit aud I.ION Account 8,15 8,06 8,58 
Other Items ~1 to :u 

Total Ro, 7,91," 5,99,22 6,90,45 
AARKTS-

9'l,85 71,55 97,116 Cash 
Investment 4,19,95 8,87,62 8,81,85 
Loans and Advances .,99,26 1,65,74 2,86,65 
Due by Branches 99 46 1,68 
PropertielJ etc 18,111 ~1,85 22,"1 

Total Ra, T,91,411' 5,90,22 6,90,46 

Percentage of Capital aud Re-
serves to Total Deposits 6'8 9'~ 8'2 

Percentage of Total Liquid 
T8'1 16'8 68'8 Assets to Total Deposits 

PROFIT AND Loss ITEMS-
1932 1988 198~ 

Brou~ht Forward 59 60 56 
Net Profits .,06 8,96 .,41 
Dividend DistributioD . ,- 8,00 8,00 8,00 
Allocation to funds T5 15 1,00 
Bonus to staff 80 25 25 
r arried Forward 60 56 18 
Dividend Rate Per cent 10 10 10 

THE PUNJAR It SIND BANK LTD 
(In Rupees 000'. Omitted) 

Lu.BILmES
Capital 
Reserves 

81-12-88 ao-~ 81-12-B~ 
',15 ',15 . ~,16 

15,89 16,22 16,ar 
Deposits ... 
Bills for Collection 
Profit and Loss ACCOUD t 
Other Item. 

Total Ra, 
AsSETS-

Cash 
Investments 
Loans and Advances 
Propertit"s, etc 
Bills for Collection 

Total RI 

Percentage of Total Capital BDd 
Reserves to Total Deposits 

Percentage of Cash to Total 
Deposits ... . .. 

Percentage of Total Liquid 
Assets to Total Deposits 

Profit and LoIS Itema-
Brought Forward 
Net Profits 
Allocation to Reserve Fund. 
Dividend DistributioD 
Carried Forward 
Dividend Rate per cent 

1,55,21 1,57,41 1,58,06 
58 17 15 

1,12 1,21 1,89 
1,06 1,06 1,51 

1,78,02 1,80,82 1,76,94 

21,27 22,10 19,68 
.. _ 1,00,77 1,00,11 96,2~ 

51,27 52,88 511,81 
4,18 40,85 4,96 

58 17 15 

1,78,02 1,80,82 1,16,941 

12'9 12'9 18'2 

18'T 1.'0 12'9 

TB'9 T8'5 17'5 

1_ 1988 19M 
26 26 26 

1,59 1,95 2,09 
1,09 1,~ I,M 

511 58 511 
26 16 26 
15 15 15 

THE PUNJAB CO-OPERATIVE BANK LTD, 

I.iabilities
Capital 
Reserves 
Deposits 
Due to Bankers 

(In Rupee. 090'. Omitted) 
Blat 
Dee. 1_ 

8,01 
10,'1 

1,28,62 

Bills for Collection 
Profit and Lou Account 
Other. Items 

52 
1,88 

fIT 
IT 

80th 
June. 
19M 
8,01 

10,28 
1,25,80 

2,01 
81 
M 

8lat 
Dee, 
19M 
8,05 

10," 
1,18,82 

.,02 
1,96 

88 
6,80 

Total RI, 1,65,11 1,46,TO 1,50,67 

A ... ts-
C •• h .,89 7,01 .,01 
Drafts in hand 611 8 n 
InvHtment. w,n 11,811 .10,88 
Loans, Advances, Promiaor,. 

Notes. Bill. dilM!ounted. etc 88,411 al,aT 118,l1li 
Bill. lodged for Collection' 1,88 1.01 1,118 
Int~nst Healizable 64 61 6t 
Properties ... 5,05 ., .... ',110 Other Itema ~ • 5 -----------

Total RI ... 1,015.11 I,M,TO 1,50,.T 

Percentage of Total Capital and 
Reserves to Deposita 1"8 W8 15'6 

(In Bu""ea-OOO'. Omitted) 

H.lf ,. ... HaIf,. .. r H.1l year 
ended ended endr.d 

PROFIT .tNO Loss IUMs- 81-1»-88 fIO-6.M 81·19,M 
Brought Forward 8 1 M 
Net Profit ... M 80 M 
Dividend Distribution 88 86 B6 
Allocation to Funda 10 1 III 
Carried Forward 1 ~ 
Dividend Rate Per cent 

(P,.) 9 II 8 

THE UNION BANK OF INDIA LTD, 

(In Ru""e.-OOO', omitted) 

Year endin, Year endin« Year endi 01' 
LUB1LITIES- 818t Mar., 191r.4 81at Mar., 1988 I •• t Mar., 10M 

Capital 89,l1li 80,95 89,Y.II 
Reserve Fund 1,00 1,00 1,00 
Delssits .... ~,411 88,40 51,0'1 
Bil • for Collec-

tion T III II 
Profit and Lo .. 

Account 2,82' ~,88 2,88 
Other items 16 1,68 .,01 

Total RI, 79,02 1,10,08 1,0],9'7 

AS8ETS-

C .. h 5 J16 18,80 10,27 
Investments 40,~ III,M 55,80 
Loans and 

Advances 28,80 88,88 211,5'1' 
Dill. Discounted 62 I,M 5,140 
Billa Receivable 1 88 11 
Premises 8,00 8,80 8,TO 
Other item. S. 1,87 1,19 

Total BI, '79,09 1,10,08 1,01,," 

Percentage of 
Capital and 
ReBen .. to Total 
Deposita 16/1 80 91'11 

PerceDtati of 
Total i'tuid 
Assets to otal 
Deposita 1st JI1 189'8 

PIlOnT AND Loss I~ 
Brought For-

ward '" 115 IJ7 !18 
Net Profits 2,17 2.- I,," 
Dividend Di.tri-

bution 2,00 2,00 2,00 
Carried For-

ward In 16 M 
Dividend Bal>e 

per cent. .. , II 5 II 



RI!SER"E BANK INAUGll'IfATION Nll'MBER 

A..tDeeember 
11.1, 1_ 

J,I".ILITID'-
Capital ... ... 
Re .. rve and other Fonda . 
Dera'itA, Fill:ed, Curn:nt, SaviDp. etc ••.. 
Bil • for Collectioaa .. ~ ••• 
Other Item. .. 
Profit aDd Lo .. ACCOUDta 

AaIE'1'8-
Cub ". 
Loanl, Bill, diacouated, P....,. 

millOry Dotel, etc. 
Investments 
PremiKl, etc. 
Otber lte .... 

Total 

Total 

Ilo. 
8.81,085 
4,44,6407 

61,62,488 
99,_ 

5,51,620 
60,267 

78,69.2911 

8,7',810 
•• 
46,11.918 
11,5'7,860 

8,21,199 
1,77,51~ 

THOS. COOK .. SON (BANKERS) LIMITED 

t.Wln.mu- October 
81,19M 

£ 
Capital 125,000 
Reserve Fund ... 126,000 
Current DepOIit .nd" other 

, .,182,998, . Account. 
Other Item. 69,5941 

Total 8,502,58'7' 
. Oct. 'II. 

.A.asna- 19M 
Ca.h "1,978 
Remittance. in TranJit- 1840,1506 
Mone, at Call and Short Notice ... 160,000 
Bank Depolit at Interest '" 1,798,750 
Briti.b Govt. Treasury Bill. Nil 
Indi" Govt. Treasury Bill, 168,125 
Briti.h Bnd Indian Government 
Securities 506,610 
Other Securitiea ,",848 
Advancel, etc. 160,0601 
Otber Item. 92,726 

Total 8,502,B87 

BENGAL CENTRAL. BANK, LTD. 

1988. 
LI.\RILITRS

Capital 
Reserve Fund .. 
Deposits (Including Current bed, 

SavinI'S Bank, etc. 
Profit and Lo .. AecouDl 
Other Item. 

A .. RT8-

R •. 
8,26.180 
1,65.000 

28,82,802 
2,181 

92,14<5 

86,51,814 

Cash... 5,89,220 
Investment. .•• ..• 6,77,116 
Loans, Cash Credit Overdrafts. etc. 16,05,728 
Property Account 8,88,51 i 
Other Item. 46-,588 

~ 

October 
81, 1981 

J, 
125,000 
125,000 

.,906,780 

Oct: 81 
1988 

626.14& 
129,651 
185,000 

·1.207,500-
50,000 

200,625 

"'1,041 
58,151 

148,075 

19M 
R •• 

8,81,697' 
2,00,648 

40,05,440 
28,188 
15,618 

65,'16,887 

a,el,I'1T 
6,11,206 

20,81,869 
8.67,580, 

'59,008 

TOTAL ; 806,57 ,&1. 65~'6,881 

PROFIT AND Loss 1TEM8-
Broulrbt Forward 
Interest, -CommiaaioD, Ind 

Discount etc. 
Interest to D~OIIita 
Manalrfment Expense. 
Carried Forward 

I}J06. 

1,91,181 . 
.• 1,21,0&1: 

68,989 
2,187 

1,181 

',07,706 
1,11,5:7. 

75,180 
28,188 

THE STATE-AIDED BANK OF TRVANCORE, LTD. 

£IABlLITIU- 1~1 '1982 1988 
R •• Ilo. Ilo. 

Capital... , .. 7,25,555 7,70,185 T,75.280 
Travanaore Govt. De~ta 5,00,000 .,50,000 6,25,000 
Casb Credit. Ale wit the 

Govt. of Travaneore &,50,000 1,91,000 5,00,000 
Rtlerve Fund 1,42.000 1,86,500 2,28,500 
Deposits ... ... 11,06,171 20,82,6641 116,7',_ 
Profit and LOll Account ... 97,508 92.825 91,165 
Other Item. 1,45,620 1,60,088 8,86,669 

Total 

~ 

Cuh .,7S,225 .,52,506 8,26,850 
iDveetmenta 
Loan.. Bm. Di~'auntedJ 

1,96,671 5,97,186 8,116,70& 

Overdrafts aDd Cuh 
Credita, etc. 11,19,651 28,92,951 1III,01,18S 

Furni lure aDd FittiDP 10,898 110,_ 25,0401 
Other ltelDa ... '" 1,,",906 1,70,876 5,98,156 

-~. 

Total 81,66,6M 61,840,857 58,75,,,,, 

PaolTr AND Lo ... 1......- 1981 1962 1988 
R •• n.. Ilo. 

IDterest, DiscouDt, eo.... 
mision and Excbange ... 1,18,848 1,21,687 1,54,788 

Interest of Govt. Securities 5,811 11,795 19,080 
Depositor'. Interest 46,_ 51,958 91,08& 
Depreciation 7,1KJ8 1,_ 1,576 
Net Profit 40,781 62,'$20 "1,181 

COMPTOIR NATIONAL D'ESCOMPTE DE PARIS 

(In Fr&D~'. omitted) 

MAIIILlTIES- 1981 1962 1988 

Capital 400,000 4110,000 400,000· 
Reserve 4.38,688 685,953 48'1,845 
Deposita 9,416,191 9,055,dD 7,SM,497· 
AcceptaDces aopef 
contra 116,818' 69,901 67,.02-,· 

Bonds fallin" due on 
89,756 "",981 85,7&6· fixed dateo ... 

Profit • aDd Lou , 
Account ... 41,188 86,405 86,562 

Other ltema 791011 76,789 ' '. '1,608' 

Total Fel. 10,577,700' 10,122,,," 8,868,690 

ASSET5- 1981 1982 1988 

Cash 1,812,240 1,587,722 1,~,I27. 
Bill. aDd National 
Deferiee Bond, ".866,046 ' 5,999,200 '",,7540,728 
Advances .•. 1,.640,281 1559,001 1,M2.098 
Investmenta 18,582 18,n. 2',440 
CorrespoDdents 1,080,890 880,371 872,727 
Acceptances M per 
contra lU,7S8 fi9,881 47,858 

Property 15,000 15,000 15,000 
Other Item. 89,8'12 4r8,16~ 70,227, 

Total F ... IOJ571,7~ 10,122,-'01 8,868.690, 

THE COMILLA uNION BANK LD. 

, Capital 
Reserve. 
Del.o&.itl iaclucli~3. Fis.~d, Curre';i; 
. aVlnPJ. ProVl ent, etc. • •• 
Prolit an Loss A I c.... ... 

Othe. ltemo... ... 

Total 

Cash I 

Fixed Deposita with Ii:.ili 
Investments 

. Loans ... 
Cash credits and Demand advances 
Bill. di.counled "ad pun:haaed ..... 

Other ltema 

Total 

Paid up share Capital 
Reserve Fund 

Total 

18th ApI., 
1988. 
n.. 

1,25,500 
2,00,000 

21,24,241 
·15,489 
88,_ 

89,192 
M,_ 

2,79,598 
12,82,570 

7,69,598 
. 85.587 
1,07,10'1 

25,68,449 

18th Api., 
19M. 
n.. 

1,61,640 
2,20,octO 

26,76,184 
17,809 

1.88,088 

82,18,211 

2,28.878 
1,04,6. 
6,M,757 

18,t9,988 
8,66,2VO 

52,148 
1,52,061 

82,18,22l 

As at the 18th 
March, 1935. 

Rs. 
2,42.990 
2,67,550 

5.00.540 



RBSBIIYBBANK INAUGT1RATION--Nlll'!lBEIl 

THE ~itt~~-: TIMES 

TRADE & ENGINEERING 
A Complete Paper for the Business Man 
THE primary purpose of TRADE AND ENGINEERING is to demonstrate the 
1 progress of British industry; it devotes special attention to research, the 

development of new industries, and the changing conditions under which 
trade is now carried on. All this is, of course, of great importance to firms 
dealing with British houses. . 
The review is of particular interest to the reader abroad, notably lor the 
following regular features:-

THE NEWS LETTERS 
from trade correspondents in foreign .countries keep the reader in touch with 
the development of financial and commercial conditions in other parts of the 
world. Full use is made of the unique services of The Times. 

TRADE WITHIN THE BRITISH EMPIRE 
is covered in dispatches from the main centres of the British Empire which are 
of importance to all merchants and exporters. 
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[PASSIID BY THB INDIAN LBGISLATURI!] 

R.om.1td til ........ , Df t,.. Gow ....... G ....... l on 
tI .. 6111 M .. rclo, 1934. 

An Ad to constitute a Re_ Baak 01 India. 

W HEREAS 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 operate the currency and credit system of 
the country to its advantage : 

ANn wmtRBAS in the present disorganisation of 
tbe monetary systems of the world it is Dot possible 
to determine what will be suitable as 8 permaDt!lJt 
basis for the Indian monetary system : 

BUT wmntEAS it is expedient to make temporary 
provision on the basi9" of the exis~ monetuy 
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system, and to leave the question of the monetary 
standard best suited to India to be considered when 
the international monetary position has become 
sufficiently clear and stable to make it possible to 
frame permanent measures ; 

It is hereby enacted as follows:-

CHAPTER I. 

l'Km.IMINtUlV. 

Short tide, extent and """""........."en •• 

I. (1) This Act may be called the Reserve Bank 
of India Act, 1934. 

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

<.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 in the Gazette 
of India, appoint. 

Definitio .... 
2. In this Act, unless there is anything re

pugnant in the subject or context,-
(a) "the Bank" means the Reserve Bank of 

India constituted by this Act; 
(b) "the Central Board" meaDS the Central 

Board of Directors of the Bank ; 
(e) "provincial co-operative bank" means the 

principal society in a province which is registered 
or deemed to be registered under the Co-operative 
Societies Act, 1912, or any other law for the 
time being in force in British India relating to 
co-operative societies and the primary object of 
which is the financing of the other societies in 
the province which are or are deemed to be so 
registered: 

Provided that in addition to such principal 
society in a province or where there is no such 
principal society in a province the Local Gov
ernment may declare any central co-operative 
society in that province to be a provincial co
operative bank within the meaning of this 
definition; 

(d) "rupee ~ coin" means silver rupees which 
are legal tender under the provisions of the 
Indian Coinage Act, 1906; and 

(e) "scheduled bank" means a bank included 
in the Second Schedule. 

CHAPTER II. 

lNC01U'ORATION, SHARE CAPI'fAI., J(ANAGIIMEN"l' ANI' 
Bl1SINlISS. 

Establishtnent and incorporation of Reaerve Balik. 
3 •• (1) A Bank to be called the Reserve Bank of 

India shall be constituted for the purposes of taking 
over the management of the currency from the Gov
ernor 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 
name of the Reserve Bank of India, having perpetual 
~uccession and a common seal, and shall by the SlJid 
name sue and be sued. 

Share capital, aha... ...gisters and sharehotden. 
• 4. (1) The original share capital of the Bank 
'Shall be five crores of rupees divided into shares of 
~one hundredrup~ each, which shall be fully paid 
'Up. 

(2) Separate registers of shareholders shalt be 
,maintained at Bombay, Calcutta; Delhi, Madras and 
, Rangoon, and a separate issue of shares shal} be made 

in each of the areas served by thO!le registers, as 
defined in the First Schedule, and shares shall be 
transferable from one register to another. 

(3) A shareholder sha1I be qualified to be 
registered 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 share
holder in Utore than one register i and no person who 
i. not--

(a) domiciled in India and either an Indian 
subject of His Majesty or B subject of a State in 
India, or 

(b) a British subject ordinarily resident in 
India and domiciled in the United Kingdom or 
in _ any part of His Majecty's Dominions the 
government of which does not discriminate In 
any way against Indian subjects of Hi .. :llajesty, 
or 

VII of 1913. 
II of 1912. 

(e) a company registered under the Indian 
Companies Ac;,t, 1913, or a society registered 
under the Co-operative Societies Act, 1912, or 
any other law for the time being in force in 
British India relating to co-operative societies or 
a scheduled bann, or a corporation or company 
incorporated by or under an Act of Parliament or 
any law for the time being in force in of 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 a 
branch in British India, 

shall be registered as a shareholder or be entitled to 
payment of any dil(.idend on any share, and no person, 
who, having been duly registered as a shareholder, 
ceases to be qualified to be so registered, shall be 
able to exercise. any of the rights of a shareholder 
otherwise than for the purpose of the sale of his 
shares. 

(4) The Governor General in Council shall, by 
notification in tht:. 9azette of India, specify the parts 
of His Majesty's Dominions which shall be deemed 
for the purposes of clauses (b) and (e) of lub-section 
(3) to be the parts of His Majesty's Dominions in 
which no discrimination against Indian subjects of 
His Majesty exists. 

(,5) The nominal value of the shares originally 
assigned to the various registers shalt be as foUowa, 
namely:-

(a) to the Bombay register-one hundred and 
forty lakha of rupees ; 

(b) to the Calcutta regi<rter-one hundred and 
forty-five lakhs of rupees ; 

(e) to the Delhi register-one hundred and 
fifteen lakhs of rupees; 

(d) to the ¥adras register_venty lakh. of 
rupees ; 

(e) to the Rangoon register-thlrty- lakhs of 
rupees : 

Provided that if at the first allotment the total 
nominal value of the shares on the Delhi register for 
which applications are received is less than one 
hundred and fifteen lakhs of rupees, the Central 
Board shall, before proceedin~ to any allotment, 
transfer any shares not applied for up to a maximum 
nominal value of thirty-five lakha of rupees from that 
register in two equal portions to the Bombay and 
the Calcutta register . 

.\. Committee consisting of two elected members 
of the Assembly and one elected member of the 
Council of State to be elected by non-oflicial members 
of the respective Houses shall be associated with the 
Central Board for the purpose of making public Is,..u. 
of shares and looking after the first allotment of 
shares. 

(6) In allotting the shares agsjgned to a 
reeister, the Central Board .hall, in the first instanc~, 
allot five sharea to each qualified applicant who h85 

, -



IIESEIIV~ BANK INAl1GU.RATION NUMBEIl 

applied for five or more shares; and, if the number 
of such applicants is greater than one-fifth of the total 
Dumber of shares assigned to the register, shall 
determine by I/?t the applicants to whom the shares 
shall be allotted. .. 

(7) If tbe number of such applicants is Ies& 
than one-fifth of the number of shares assigned to the 
register, the Central Board shall allot tbe remaining 
shares firstly, up to the limit of on ... half of suell 
remaining shares,. to those applicants who have 
applied for !ellS tban five shares, sud thereafter as to 
tbe balance to tbe various applicants i.o sucb maJ>llet' 
as it may deem fair and equitable, having rep'!d to 
the desirability of distributing the shares and the 
voting rights attached to them as widely as possible. 

(8) Notwith$lnding anything contained in 
sub-sectiona (6) and. (7), the Central Boa.-d shall 
reserve for and allot to GoverntneDt shares of the 
nominal value of two lakhs and twenty thousa.nd 
rupees to be held by Government for disposal at par 
to Directors seeking to obtain the minimum share 
qualification required under sub-section (2} of 
sectioa II. 

(9) U, after all applicatioD8 have been met in 
accordance with the provisions of sub-sections (6), 
(7) and (8), any shares remain unallotted, they shall, 
notwithstanding anytbing eontained in this section, 
be allotted to and taken up by Government, and shan 
be sold by the Governor General in Council as soon 
as may be at not less than par, to residents of the 
areas serv~d by the register concerned. 

(10) Tbe -Governor Genera1 ·in CouDC11 shan 
bave no right to exercise any vote under this Act by 
reason of any shares aUotted to him under sub-section 
(8) or under sub-!eCtioB (9)· 

(II) A Director shall not dispose of any shares 
obtained from Govemment under the provisions. of 
sub-section (8) otherwise than by r"':sale to Gov~nr 
ment at par. and Government shatI be entitlecJ to 
re-purchase at par ~l such shares held by any Director 
on his ceasing from any cause to hold office as 
Director. 

Incoeue and leduction of ohare capi"". 
$, (1) The share capital of the Ba~ may be 

increased or reduced on the recommendation ot the 
Central Board, with the previous sanction of the 
Governor General in Council and with the approval 
of tbe Central Legislature. to such. extent and in such 
maDDer as may l:e determined by the Bank in general 
meeting. • 

(.) The additional shares so created shalt be of 
the nominal value of one hundred rupees each and 
shall be assigned to the varioua regi~ers in the. ~e 
proportions as the shares C1lnstitutiDll" tbe onglDal 
share capital. . 

(3) Sucb additional shares shan be tully p81d 
up, and the price at which they may be issued sban 
be fixed by the j::entral Board !,ith the. previous 
sanction of the Governor General lD Councd. 

(4) The provisions of section 4 relating' to the 
manner of allotment of the shares constituting the 
original share capital shan apply to the alJotmelft of 
sucb additional shares, and existing shareholders shalt. 
not enjoy any p,referential right to the allotment o' 
such additional shares. 

0fIicee, bl'llllchea and agenc:iea. 
8, The Bank shall, as SOOI1 as may be, establish 

offices in Bombay, Calcutta, Delhi, Mad..... and 
Rangoon and a branch ill London, and may establish 
branches or agencies in any other place ill India or, 
with the previous sanction of the Governor General 
in Council. elsewhere. 

Management. 
1, Tbe general superintendence and direction of 

the affairs and busipess of the Bank shall be entrusted . 
to a Central Board of Directors which may exercise 
all powers and do all acts and things whicb. may be' 

exercised or done by the Bank and are not by this 
Act expressly directed or required to be done by the: 
Bank ia general meeting. . 

Composition of the Central Boam, and term of of&ce 
of DUecton. 

8, (1) The Central Board shall consist of th~ 
following Directors, namely:-

(a) • Governor and two Deputy G09ernors, to 
be appointed by the Governor General i.o Council 
after consideration of the recommendations made 
by the Board in that behalf ; . 

(b) four Directors to be nominated by .the 
Governor General in Council ; -

(e) eight Directors to be elected on bebalf of 
the shareholders on the various registers, in the 
manner provided in section 9 and in the following 
uumbers, Damely:-

(i) for the Bombay register-two t>irectors 
(ii) for the Calcutta register-two Directors 

(iii) fOF the Delhi register-two Directors;. 
(iv) for the Madras register-one Director; 
(v) for the Rangoon register-one Director 

and 
(d) ODe government official to be nominated by 

the Governor General in Council. 
(a) The Governor and Deputy Governors shali 

devote their whole time to the affairs of the Bank, aDet 
shall receive such salaries and allowances as may be 
determined by the Central Board, with the apprevat 
of the GovenlOr General in Council. 

(3) A Dep'lty Governor and the Director 
nominated under clause (d)' of sub-section, (I) may 
attend an<y meeting of the Ci:entral Board and take 
part in its deliberations but shall n~ be entitled J~ 
vote: .. 

Provided that when the Governor is absent III 

Deputy Governor authorized by him i.o this behaU inI 
writing may vote for him. . 

(4) The Goverllor and a Deputy Covernor shall' 
hold office for such term not exceeding five years· 
as the Governor Geneml in Council may fix when 
appointing them, and shall be eligible for re
appointment. 

A Director nominated under clause (b) or elected 
under clause (c} 0' sub-section (I) shall hold offic .. 
for five years, or thereafter until his successor shan' 
have' been duly nominated or elected, and, subjl!<lC 
to the provisions of section 10, shall be eligible fer
r"':nomination or re·election. 

A Director nominated under clause (d). or sub
section (I)' shall hold office during the pleasure of the 
Governor General in Council. 

(5) No act or proceeding of the Board shalt be 
questioned pn the lP'ound merely of· the existence of 
any vacancy in, or any defect in the constitution of. 
the Board. 

Local Boards, their conotibltion and functions. 
9. (1} A LooaI Board shall be constituted for 

eaell '" the live areas specified in the First Schedule. 
and shaU consist of-

(a) five members elected froni amongst them
selves by the shareholders who are registered OD 
the register for that area and are qus1i1iec1 to vote. 
and 

(d) Bot more thaD three members nominated .. 
by the Central Board from amongst the shar"':. 
oolders registered on the register for that area, . 
who may be nominated at any time: 
Provided that the Central Board shall in exeftis,. 

ing this power of nomination aim at securing the , 
representatioa of territorial or economic interests not 
already represented. and in particular the representa. 
tion of agricultural interests anel the iaterests of. 
co-operative banks. - .. 

(.) At an electinn of members of. a LocaL 
Board for aBY area, any. shareholder who has ~n: 
n>gisteresi on the register for that area, .for .a petjod. 
of not less than six 'lIonths ending :with ~e dat~ Il(', . .. . . ' . 
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the election, as holding five shares shall have one 
vote, and each shareholder 90 registered as having 
more than five shares shall have one vote fOl" each 
five shares, but subject to a maximum of ten votes, 
and such votes may be exercised by proxy appoin~ed 
on each occasion for that purpose, such proxy bemg 
himself a shareholder entitled to vote at the election 
and not being an employee of the Bank. 

{J) The members of a Local Board shall hold 
office until they vacate it under sub·section (6) and, 
subject to the provisions of section 10, shall be 
eligible for re-election or re-nomination, as the case 
may be. 

(4) At any time within three months of the 
day on which the Directors representing the share
holders on any register are due to retire under. the 
provisions of this Act, the Central Board shall dIrect 
an election to be held of members of the Local Board 
concerned and shall specify a date from which the 
registratio~ of transfers from and to the register shall 
be suspended until the election has taken place. 

(5) On the issue of such direction the Local 
Board shall give notice 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 purchase not less 
than three weeks before the date fixed for the election. 

- (6) The names of the persons elected shall be 
notified to· the Central Board which shall thereupon 
proceed to make any nominations permitted by 
clause (b) of sub-section (1) it may then decide to 
make, _ and- shall fix the date on which the out-going 
members of the Local Board shall vacate office, and 
the fucoming members shall be deemed to have 
assumed office on that date. 

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

-, . (8) A Local -Board shall advise the Central 
Board on such matters as may be general1y or speci
fical1y referred to it and shall perform such duties as 
the Board may, by regulations, delegate to it. 

Disqualifications of Directors and members of Local 
, Boards. 

10. (1) No person may be a Director or a 
member of a Local Board who-

(a) is a salaried 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 com
pounded with his creditors, or 

(e) is found lunatic or becomes of unsound 
mind, or 

(d) is an officer or employee of any bank, or 
(e) is a director of any bank, other than II 

bank, 'which is a society registered or deemed to, 
be registered ullder the Co-operative. Societies 
Act, 1912, or any other law for the' time being in 
force in British India relating to co-operative 
societies. 
(2 ) No two persons who are partners of the same 

mercantile firm, or are directors of the same privat~ 
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. 

- {J) Nothing in clause (al, clause (d) or clause (el 
of sub-section (1) shall apply to the Governor, or to 
a 'Deputy Governor or to the Director nominated 
under .clause (d) Of sub-section (1) of section 8. 
Removal from and vacation of offi.:e. 

11. (1) The Governor General in Council may 
remove· from office the Governor, or a Deputy 
Governor or any nominated or elected Director: 

Provided tbat in the case of a Director nominated 
or elected under clause (b) or clause (e) of sub-aec
tion (,) of section 8 this power shaU be exercised only 
on a resolution passed by the Central Board in that 
behalf by a majority consisting of not less than nine 
Directors. . 

(2) A Director nominated or elected under clause 
(b) or clause (e) of sub-section (,) of section 8, and 
any member of a Local Board shan cease to hold office 
if, at any time after six months from the date of his 
nomination or election, he is not registered as a 
holder of unencumbered shares of the Bank of a 
nominal value of not less than five thousand rupees 
or if he ceases to hold unencumbered shares of tbat 
value, and any such Director shall cease to hold office 
if without leave from the Governor General in 
Council he absents himself from three consecutive 
meetings of the Central Board convened under sub-
section (,) of section 13. ' 

{J) The Governor General in Council shall 
remOVe from office any Director, and the Central 
Board shan remove from office any member of a 
Local Board, if such Director or member becomes 
subject to any of the disqualifications specified in 
sub-section (1) or sub-section (2) of section 10. 

(4) A Director or member of a Local Board 
removed or ceasing to hold office under the foregoing 
sub-sections sba1\ not be eligible for re-appointment 
either as Director or as member of a Local Board 
until the expiry of the term for which his appoint
ment was made. 

(5) The appointment, nomination or election as 
Director or member of a Local Board of any person 
who is a member of the Indian Legislature or of a 
local Legislature shal1 be void, unless, within two 
months of the date of his appointment, nomination or 
election, he ceases to be such member and, if any 
Director or member of a Local Board' is elected or 
nominated as a member of any such Legislature, he 
shall cease to be a Director or member of the Local 
Board as from the date of such election or nomina
tion, as the case may be. 

(6) A Director may resign -his office to the 
Governor General in Council, and a member of a 
Local Board may resign his office to the Central 
Board, and on the acceptance of the resignation the 
office sha1\ become vacant. 

Casual vacancies and 8"-. 
12. (1) If the Governor or a Deputy Governor 

by infirmity or otherwise is rendered incapable of 
executing his duties or is absent on leave 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 in this behalf, appoint 
another person to officiate for him, and such person 
may, notwithstanding anything contained in clause 
(d) of sub-section (1) of section 10, be an officer of 
the Bank. 

(2) If an elected Director is for auy rea!lOll 
unable to attend a particular meeting of the Central 
Board, the e:ected members of the Local Board of tbe 
area which he represents may elect one of their 
number to take his place, and for the purposes of 
that meeting the substitute so elected shall have .11 
the powers of the absent Director. 

(3) Where any casual vacancy in the office of 
any member of a Local Board occurs otherwise than 
by the occurrence of • 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 
Board. 

(4) Where any casua1 vacancy occurs in the office 
of a Director other than the vacancies provided for 
in sub-section (1), the vacancy shan be fined, in the 
case of. nominated Director by Domination, and in 
the case of an elected Director by election held in the 
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manner provided in section 9 for the ejection of 
Directors: . 

Provided that before such election is made the 
resulting vacancy, if any, in the Local Board and 
any vacancy in the office of an elected member 01 
such Board which may have been filled by a member 
nominated nnder sub-section 13) shall be filled by 
election held as nearly as may be in the manner pro
vided in section 9 for the election of members of .. 
Local Board. 

(5) A person nominated or elected .nnder this 
section to fill a casual vacancy shall, subiect to the 
proviso contained in sub-section (4), hold office for 
the unexpired portion of the term of his pr~. 

MeetingJ of the Central Boatd.. 
13. (,} Meetings of the Central .Boardshall be 

convened by the Governor at least six times ill.each 
year and at least once in each quarter. 

(.) Any three Directors may require the Governor 
to convene a meeting of the Cen tral Board at any 
time and the Governor. shall forthwith convene a 
meeting accordingly. . 

(3) The Governor, or in his absence the 
Deputy Governor authorized by the Governor under 
the proviso to sub-section (3) of section 8 to vote for 
him, shall preside at meetings of the Ceuttsl Board, 
and, in the event of atl equality of votes, shall have 
a second or casting vote. 

General meetings. 
14. (I) A general meeting (hereinafter in this 

Act referred to as the annual general .meeting) shall 
be held annually !I~ a 'place where there is an ofl!-ce 
of the Bank within six weeks from the date on which 
the annual accounts of the Bank are closed, and a 
general meeting may be convened by the Central 
Board at any other time: . 

Provided that the annual genera! meeting shall 
not be held on two oonsecutive occasions at anyone 
place. 

(2) The shareholders present at a general 
meeting shall be entitled to discuss the annual 
accounts, the report of the Central Board on 
the working of the Bank throughout the year and 
the auditors' report on the annual balance-sheet and 
accounts. 

13) Every shareholder shan be entit'ed. to 
attend at any general meeting and each shareholder 
who has beeu registered on any register, for a period 
of not less than six months ending with the date of 
the meeting, a9 holding five or more shares shall have. 
one vote and on a poll being demanded each share
holder so registered shall haY., one vote for each five 
shates but subiect to a m.ximum of ten votes, and 
such ~otes may be exercised by proxy appointed. on 
each occasion for that purpose, such proxy bemg 
himself a shareholder entitled to vote at the ele<;tion 
and not being an officer or employee of the Bank. 

Fint cOnltitution of the Central Boan!. 
15. (,) The following provisions shall apply to 

the first constitution of the Central Board, and, not· 
withstanding anything contained in section 8, the 
Central Board as constituted in accordance therewith 
shall be deemed to be duly constituted in .accordance 
with this Act. . 

(2) The first Governor and the urst Deputy 
"('..overnor or Deputy Governors shall be appointed !>y 
the Governor General in Council on his own initia-' 
tive, and shaU receive such salaries .. nd allowances' 
as he may determine. . 

l1) The first eight Directors representing the ~ 
shareholders on the various registers shall be 
nomiuated by the Governor General in Council from 
the areas served respectively by those registers, and 
the Directors so nominated shaU hold office until their. 
successors shall have been duly elected as provided 
in sub-section (4). 

(4) On the expiry o( eacn successive period 
of twelve months after the nomination of Directors 

under sub-section 13) two Directors sh/lll be elected 
in the manner provided in section 9. until aU the 
Directors so nominated have beeD replaced by elected. 
Directors holding office in accordance with section 8.. 
The register in respect of which the election is to be 
held shall be selected by lot from among the regiSters 
still represented by nominated Directors, and fOl' the 
purposes of such lot the Madras and Rangoon 
registers shall be treated as if :they comprised one 
register only. 

First COlUtitutiou of Local Bouds. 
16. As soon as may be after. the commencement 

of this Act, the .Central Board shall direct elections 
to be held and may make nominations, in order to 
constitute Local Boards in accordance with the .pro
visions of section 9, an<\. the members of SoUch !Peal 
Boards shall hold office up to the date fixed under 
sub-section (6) of section 9, but shall not exercise any 
right under sub-section (7) of that section. 

Businesa which the Bank may tranaad. 

17. The Bank shall be authorized to carr, on 
and transact the several kinds of business hereinafter 
specified, namely:-

(1) the accepting of 'money on deposit without 
interest from, and the collection of money for, 
the Secretsry of State in Council, the Governor 
General in Council, Local Governments. States 
in India, local authorities, banks and any other 
persons; . 

(2) (a) the purchase; sale and rediscount of 
. bills of exchange and promissory notes, drawn 

. on and payable in India and arising out of ionl 
fide commercial or trade transactions bearing -two 
or more good signatures, one of which shaH be 
that of a scheduled bank, and maturing within 
ninety days from the date of such purchase or 
'rediscount, exclusive of days of grace; . 

(b) the purchase, sale and rediscount of biDs 
of exchange and promissOry notes; draW1i and 
payable in India and bearing two or more .good 
signlitures, one of which shan be iliat· of a 
scheduled bank, or a provincial eo-operative 
bank, and drawn or issued for the purpoo;e of 
financing seasonal agricultUral operations or the 
marketing of crops, and maturing within· nine 
months from. the date of such purchase or tedi&
count, exclusive of days of grace; 

(c) the purchase, sale and rediscount of bills 
'. of exchange and promissory notes drawn and 
payable in India and bearing the signature of 
a ~cheduled l:ank,- and issued or drawn for the 
purpose of holding or trading in securities of the 
Govemment of India or a Local Government, or 
such securities of States in India as may be 
specified in this behalf by the Govemor Gen!'1"'I 
in Council on the recommendation of the Central 
Board, and maturing within ninety days from 
the date of such purchase or rediscount, exclu
sive of days of grace ; 

(3) (a) the pnrchase from and sale to scheduled 
banks of sterling in amounts of not less than 
the equivalent of one lakh of rupees; 

(b) the purchase, sale and rediscount of ))ilts 
of exchange (including treasury bills) drawn in 
or on any place in the United Kingdom.and 
maturing within ninety days from the date of 
purchase, provided that no such purchase, ,sale 
or rediscount shall be made in India except with 
a scheduled bank ; and 

(e) the keeping of balances with banks in the 
United Kingdom; . 

(4) the making to· States in India, . local 
authorities, scheduled banks and provincial' c0-

operative banks of loans and advances, repayable 
on demand or on the expiry of fixed periods not 
exceeding ninety day!!. against the security of-

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

(b) gold or silver or' documents of title to the 
same' , . 

(el SIlch bills of exchange and promISSOry notes 
as are eligible for purchase or rediscount by the 
Bank; 

(d) promissory notes of any scheduled bank 
or a provincial co-operative bank, supported by 
documents of title to goods which have been 
transferred, assigned, or pledged to any such 
bank as security for a cash credit or overdraft 
granted for bod fid~ commercial or trade tran
sactions, or for the purpose of financing seasonal 
agricultural operations or the marketing of 
crops i 

(5) the making to the Governor General in 
Council and to SIlch Local Governments as may 
have the custody and management of their own 
provincial revenues of advances repayable in each 
case not later than three months from the date 
of the making of the advance ; 

(6) the issue of demand drafts made payable at 
its own offices or agencies and the making, issue 
and circulation of bank post bills; 

(7) the purchase and sale of Government 
securities of the United Kingdom maturing 
within ten years from the date of such purchase ; 

(8) the purchase and sale of securities of the 
Government of India or of a Local Government 
of any maturity or of such securities of a local 
authority in British India or of such States in 
India as may be specified in this behalf by the 

<Governor General in Council on the recommen
dation of the Central Board; 

Provided that securities fully guaranteed as to 
principal and interest by the Government of 
India, a Local Government, a local authority or 
a State itt India shall be deemed for the purposes 
of this clause to be securities of such Govern
ment, authority or State: 

Provided further that the amount of such 
securities held at any time in the Banking 
Department shall be so regulated 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-:fifths 
of the liabilities of the Banking Department in 
respect of deposits ; 

(b) the value of such securities maturing after 
one year shall not exceed the -aggregate amount 
of the share capital of the Bank, the Reserve 
Fund and two-fifths of the liabilities· of the 
Banking Department in respect of deposits; and 

(e) 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 pro
ceeds, whether principal, interest or dividends, 
of any such securities; 

(ro) the sale and realisation of all property, 
whether movable or immovable, which may in 
any way come into the possession of the Bank in 
satisfaction, or part satisfaction, of any of its 
claims j 

(rr) the acting as agent for the Secretary of 
State in Council, the Governor General in 
Councilor any Local 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; . 
(b) the purchase, sale, transfer and custody 

of bills of exchange, securities or shares in any 
company; 

(e) the collection of the proceeds, Whether 
principal, interest or dividenda, of any aecuri
ties of shares j 

(d) the remittance of such proceeds, at the 
risk of the principal, by bill. of exchange pay. 

able either in India or elsewhere j 
(e) the ~nagement of public debt j 

(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 whicb 
is the principal currency authority of any country 
under the law for the time being in force in 
that country or any international bank fonned by 
such banks, and the investing of the funds of 
the Bank in the shares of any such international 
bank; 

(r4) .the borrowing of money for a period not 
ex'7edlng one month for the purposes of the 
busmess of the bank, and the giving of security 
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 out
side lndia other than a bank which is the 
principal currency authority of any country under 
the law for the time being in force in that 
country : 

.Provided further that the total amount of such 
~orrowings from persons in India shall not at any 
tIme exceed the amount of the share capital of 
the Bank; 

(rs) the making and issue of bank notes 
subject to the provisions of this Act; and 

(16) generally. the doing of all such matters 
and things as may be incidental to or conse
quential upon the exercise of its pow\rs or th~ 
discharge of ita duties under this Act. 

Power of direct discount. 
18, When, in the opinion of the Central Board 

or, where the powers and functions of the Central 
Board under this section have been delegated to a 
committee of the Central Board or to the Governor, 
in the opinion of such committee or of the Governor 
as the case may be, a special occasion has arisen 
making it necessary or expedient that action should 
be taken under this section for the purpose of regu
lating credit in the interests of Indian trade, 
commerce, industry and agriculture, the Bank may, 
notwithstanding any limitation cantained in sub
clauses (a) and (b) of clause (2) or sub-clause (Il) or 
(b) of clause (3) or clause (4) of section 17,-

(I) purchase. sell or discount any of the bills 
of exchange or promissory notes specified in 
sub-clause (a) or (b) of clause (2) or sub-clause 
(b) of clause u) of that section though such bill 
or promissory note does not bear the signature 
of a scheduled bank or a provincial co-operative 
bank; or 

(2) purchast or sell sterling in amounts of not 
less than the equivalent of one lakh of rupees j or u) make loans or advances repayable on 
demand or on the expiry of fixed periods not 
exceeding ninety days against the varions forms 
of security specified in clause (4) of that section : 
Provided that 8 committee of the Board or the 

Governor shall not, save in cases of spechl urgency, 
authorize action under this section without prior 
consultation with the Central Board and that in 811 
cases action so authorized shall be reported to the: 
members of the Central Board forthwith. 

B.w- which the Bank DUly DOt truuad. 

19. Save as otherwise provided in sectiona 17, 
18 and 45, the Bank may not-

(r) engage in trade or otherwise have a direct 
interest in any commercial, industrial, or other 
undertaking except such interest as it may in 
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any way acquire in the course of the satisfaction 
of aoy of its claims: provided that all such 
interests shall be disposed of at the earliest 
possible moment; 

(2) purchase its OWll shares or the shares of 
any other bank or of any company, or grant 
loana upon the security of any such shares ; 

(J) advance money on mortgage of, or other
wise on the security of, immovable property or 
documents of title relating thereto, or become 
the owner of tmmovable property, except SO far 
as is necessary for its own business premises and 
residences for l:s officers and servants ; 

(4) make loans or advanc.es ; •• 
(5) draw or accept bills payable otherwise than 

on demand; 
(6) allow interest on deposits or current 

accounts. 

CHAPTER ill_ 

CIINntAI. BANKING FUNCTIONS_ 

<>bligalion of the Bank to transact Govermnent 
bulin .... 

20. The Bank shall uudertake to accept monies 
lor account of lhe Secretary of State in Council and 
the Governor General in Council and such Local 
Governments ,!S mly have the custody and manage
ment of their OWn provincial revenues and such 
States in India as may be approved of and notified by 
the Governor General in Council in the Gazette of 
India, and to make 'payments up, to the amount 
standing to the credit of their accounts respectively, 
and to carry out their exchange, remittance and other 
I>8nking operations, including the manag~ment of 
the public debt. 

Bank to have the right' to transact Government businesa 
in India. 

21. (1) The Governor General in Council and 
such Local Goveruments as may have the wstody 
aud mauagement of their own provincial revenues 
shall entrust the Bank, on such conditions as 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 
cash balances with the Bank: 

Provided that nothing in this sub-section shall 
prevent the Governor General in Councilor any 
Local Government' from carrying on money transac
tions at places where the Bank has no branches or 
agencies, and the CovernorGeneral in 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 Bank, on such 
conditions as may be agreed upon, with the manage
ment of the public, debt and with the issue of any 
new loans. 

!.3) In the pvent of any failure to reach agree
ment on the cordi'ions referred to in this section the 
Covernor Gener-l in Council shall decide what the 
conditions shall be. 

(4) Any a~reeme"t made under this section to 
'Which the CoveruQ.r Ceneral in Councilor any Local 
Government is a n"r\y _hall be laid, &S soon as may 
be after it is made, be(o'e the Central Legislature 
and in th.. Nt.e ~f a Local Government before its 
local Legis1ature also. 

Right to issue ba"k nota. 
22. (1) The BAnk '''_11 have the sole right to 

'issne bank ro·.' ;n Jlr:ti_h India, and may, for a 
period whkh .h.l1 "e ji ... ed by the Governor General 
in Council on the rec'mme~d.tion of the Central 
Board, i.sn. rn,.,..nc-v notp9 of the Government of 
lndia supp'i·!l to it "v the Governor General in 
-Council, and the provisions of this Act applicable to 

bank notes shall, unless a contrary intention appears, 
app~y ~o all c~ency notes of the Government of 
Ind18 . lliSued e,ther by the Governor General in 
CounCIlor by the Bank in like manner as if such 
currency notes were bank notes and references in 
this Act to bank notes shall be co~strued accordingly_ 

(2) On and from the date on which this 
Chapter comes into force the Governor General in 
Council shall not issue any currency notes_ 

IsaueDepartment. 
23. (1) The issne' of bank notes shall be con

ducted by the Bank in an Issue Department which 
shall be separated and kept wholly distinct from the 
Banktng Department, and the assets of the Issue 
Departmeut shall not be subject to any liability other 
than the liabilities of the Issue Department as herein
after 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 permitted 
by this Act to fO"1]1 part of the Reserve_ 

Denominations of notas. 

24. Bank' notes shall be of the denominational 
values of five rupees, ten 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 Board. 

Fonn of bank notes_ 

25, The design, forn. and material of bank 
uotes shall be such as may be approved by the 
Governor General in Council after consideration of 
the recommendations made by the Central Board, 

Legal tender character of notes. 
26. (1) Subject to the provisions of sub-section 

(2l, every bank note shall be 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) On recommendation of the Central Board 
the Governor General in Council may, by notification 
in the Gazette of India, declare that, with effect 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_ 

Re-issue of notes. 

27. The Bank shall not re-issue bank notes 
which are torn, defaced or excessively soiled. 

Recovery of notes lost, stolen, mutilated or imperfect. 
28. Notwithstanding anything contained in any 

enactment or rule of law to the contrary, no person 
shall of right be entitled to recover from the 
Covernor Ceneral in Councilor the Bank, the value 
of any lost, stolen, mutilated or imperfect currency 
note of the {'.overnment of India or bank note: 

Provided that the Bank may, with the previous 
sanction of the Governor General in Council, 
prescribe the circumstances in and the conditions and 
limitations subject to which the value of such 
currency notes or bank notes may be refunded as of 
grace and the rules made under this proviso shall 
be laid on the table of both Houses of the Central 
Legislature_ 

Bank exempt from stamp duty on bank ""lies. 
29. Th .. Bank shan not be liable to the payment 

of any stamp duty under the Tndigo Stamp Act, 1899, 
(n of 1899) in respect of bank notes issued by it_ 
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Pow .... of Governor General in CouudI to ... ~ 
'. Central Board. 

30, (I) U in the opinion of the Governor General 
in Council the Bank fails to carry out any of the 
obligations imposed on it by or under th~s Act, he 
may, by notification in the Gazette of IndIa, declare 
the Central Board to be superseded, and thereafter 
the general superintendence and direction of the 
affairs of the Bank shall be entrusted to such agency 
'as the Governor General in Councll may determine, 
and such agency may exercise ,the powers and do all 
acts and th'in?,s which may be exercised or done by: 
the Central Board under this Act. 

(2) When action is taken under this section 
the Governor General in Councll shall cause a full 
report of the circumstances leading to such action 
and of the action taken to be laid before the Central 
Lel<islature at the earliest possible opportun5ty and 
in any case within three months front the Issue of 
the notification superseding the Board. 
Issue of demand bills and notes. 

31. No perscn in British India other than the 
Bank or as expressly authorized by this Act, the 
Governo; General in Council shall draw, accept, 
make or issue any bill of exchange, hundi, promis. 
sory note or engagement for the payment of money 
payable to bearer on demand, or borrow, owe or 
take up any sum or sums of money on the bills, 
hundis or notes payable to bearer on demand of any 
such person : 

Provided that cheques or drafts, including 
hundis payable to bearer on demand or otherwise 
may b~ drawn on a person's account with a banker, 
shroff or agent. 
Penalty. 

32, (I) Any person ~ontraven!ng the pr~visions 
of section 31 shall be puntshable \\11th 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 shaH be 
instituted except on complaint made by the Bank. 
Assets of the Issue Department. 

33, (I) The assets of the Issue Department shall 
consist of gold coin, gold bullion, sterling securities, 
rupee coin and rupee securities to such a~gr~!!'~te 
amount as is not less than the total of the liabIlities 
of the Issue Department as hereinafter defined. 

(2) Of the total amount of the assets, not less 
than two-fifths shaH consist of gold coin, gold bullion 
or sterling 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 remoinder of the assets shall be held 
in rupee· coin, C overnment of India rupee securitie'i 
of any maturity and such bills of exchange ani 
promissory notes payable in British India as are 
eligible for purchase by the Bank under sub-dause 
(a) or sub-clause fb) of clause (2) of section 17 or 
nnder clause (ll of section 18: 

Provided that the amount held in Government of 
India rupee securities shaU not at any time exceed 
one-fourth of the total amount of the ""sets or fifty 
crores of rupees, whichever amount is greater, or, 
with the previous sanction of the Governor General 
in Council, such amonnt plus a sum of ten crores of 
rnpees. , 

(4) For the purposes of this, section, gold coin 
and gold bullion shall be valued at 8.47512 grains of 
fine gold per rupee, rupee coin shall be valued at 
its face value, and securities shall be val ned 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 shaU be 
hela in British India, and all go'd coin and gold 
bullion held as 8S!'ets .hall he held in the custody of 
the Bank or its agencies: 

Provided that gold belonging to the Bank which 
!s in anr other bank or in any mint or treasury or· 
10 tranSIt may be reckoned as part of the assets. 
. (6)~~ the. puoposes of this section, the lterl-
10g secunties which may be held as Part of the assets. 
shall be securities of any of the following kind~ 
payable in the currency of the United Kingdom. 
namely:-

(a) balances at the credit of the Issue Depart. 
ment ,,:ith the Bank of England; 
• (b) bIlls of excha nge tearing two or more good 

slgnatn.res and drawn on 81 d payable at any 
place .In the United Kingdom and having .. 
matunty not exce< ding ninety days; 

(e) Government securities of the United King
dom "!aturing within five yea-s: 

PrOVIded that, for a period of two tears from 
the date on which this Chapter comes mto force" 
any of such last men·ioned .ecurities may be 
securities maturing after fve )·.a"s, a"d the Bank 
"!ay, at any time lef"r~ .the expiry of th1t period .. 
dISPOse of sucb sectln les no withst,nding any
thing contained in section 17, 

Liabilitiea of the luoe Department. 

34. (I) The liabilitiES of the I<sue Department 
sha1\ be an amount equll to the to al of the amount 
of the currency notes of the Government of India 
and bank notes for the time being in circulation. 

(2) For the purposes of this section, Bny 
currency note of the Government of India or b,nk 
D,?te. which has not been· presented for payment 
wlthm forty years from the 1st day of AprU following
the date of its issue shall be deemed not to be in 
circulation, and the value thereof shall notwith
standing anything contained in sub-section (2) of 
section 23, be paid by the Issue Departmen; to the 
Governor Geueral in Council or the Banking Depart
ment, as the case may b.; but aoy such note, if 
subsequently presented for payment shall be paid 
by the Banking Department, and any such payment 
in the case of a currency note of the ;, overnment of 
India shall be debited to the Governor General in
Council. 

Initial assets and liabilitiea. 

35. On the date on which this Chapter comes 
into force the Issue Department shall take over from 
the Governor General 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 shaH transfer to the Issue Depart
ment gold coin, gold bullion. sterling securities, 
rupee coin and rupee securities to such aggregat .. 
amount as is equal to the total of the amount of th .. 
liability so transferred. The coin, bullion and 
securities shan 1::e transferred in such proportion as 
to comply with the requirements of section 33: 

,provided that the total amount of the gold coin. 
gold bullion and sterling securities so transferred 
shall not be less than one-half of the whole amount 
transferred, and that the amount of rupee coin 8(> 

tramferred shall not exceed fifty crores d rupees: 
Provided further that the whole of the gold coin 

and gold bullion held by the Governor General ilt 
Council in the gold standard resene and the paper 
CIIrrency reserve at the t:me of transler shall be S& 

transferred. 

Method of dealing with Sw:tuationa in ftIpee coino 
assets. 

36. (I) After the c1""e of any financial year in 
",hich the minimum amount of rupee coin held in 
the assets, as shown in any of fhe weekly accounts 
of the Issue Department for that year prescribed' 
un:ler sub·section (I) of section 53 is greater thaD 
fifty crores of nlpees or one-s;xth of the total amount 
of the assets as ShOWD in that account, whichever 
may, ,be the gT!'3tet:, the Bank may deliver to tire 
Governor General in Council rupee coin up' to the 
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amoun~ of such el<Ces5 but not without his consent 
exceeding live cro ... s of rupees, against payment of 
le«81 tender value in the fonn of bank notes, gold 
or securities: 

Provided that iI the Bank so !1esires and if the 
amount of gold coin, gold bullion and sterling secu~' 
rities in the assets does not at that time exceed one
half of the total assets, a proportion not exceeding 
two-fifths of such payment shall be in gold coin, gold 
bullion or such sterling securities as J;IUly be held· 
as part of the assets under sub-stction (6) of 
section 33. 

(2) After the close of any financial year in 
which the maximum am.ount ()f rupee coin li.!1d in 
the assets, as SO shown, is less than fi~ 'crores ·Jf· 
rupees or one-sixth of the total amount ruthe assets, 
as so shown, whichever may be the greater, the 
Governor General in Counell shall deliver to the Bank 
rupee coin up to the amount of .u('h deficiency, but 
not without its consent exceeding five crores of 
rupees, against payment of legal tender value. 

SUlpemion of a_ts requirements, 
37. (I) Notwithstanding anything contained iu 

the foregoing pro,visions, the Bank, may, with the 
previous sauction of the Governor General in Council, 
for periods 1I0t' exceeding thirty days in the first' 
instance, which may, with the like sanction, be 
extended from limo: to time by periods not exceeding 
fifteen days, hold as assets gold coin" gold bullion _or 
sterling securities of less aggregate amount than that 
required by SUb-section (a) of section 33 and. whilst 
the holding is so reduced, the proviso to that sub
section shal! cease to be operative: 

Provided that the gold coin and gold bullion he!d 
as such assets shall not be reduced below the amount 
specified in the proviso to sub-section (2) of section ~3 
so long as any sterling securities temain held as 
such assets. .' , 

(a) In respect of any period during .which the 
holding of gold coin, gold bullion and sterling 
securities is ... duced under sub-section (I), the Bank 
shall pay to the Governor General in Council a tax 
upon the amount by which such holding is reduced 
below the minimum prescribed by ",b-,ection, (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-two and a half per cent: of 
the total amount of the assets and of a further ,one 
and a half per cent. per annum in respect of every 
fllrther decrease of two and a half per cent. or part 
of such decrea,e: 

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

" ' , '-

Obligation. of Govemment and'the Bank in respect of 
rupee coin. 

38, The Governor General in Council shall 
undertake not to re-i.sue any rupee coin 4elivered 
under section 36 nor to put into circulation any 
rupees, except thrOUgh the Bank and as provided in' 
that ,e('tion; and the Bank shall undertake not to 
dispose of rllpee coin otherwise than {or the pnrposes 
of circulation or by delivery to the Governor General 
in Council under that section. 

Obli",otion to IUpply different forma of currency. 
39. (a) Tbe Bank' shall issue rupee coin on 

demand in exchange for ,bank notes and currency 
notes of the Government of India, and shall !s.ne 
currency notes or bank notes on demand in exchange 
f~r coin which is legal tender under the Indian 
Coinage Act 1906 (m of 19(6). 

(2) The Rank shall, in e"change, for currency, 
notes or bank note.. of five rupees or upwards" ,upply 
currency notes or bank cotes of lower value or other 
coins which are legal tender und,er the Indian Coinage 
Act 1906 (Ill of 19(6), in such quantitieS as may, In 
the opinion of the Bank, be required for circulation: 

and .. th~Goveruor General in COWlci! shall su ply-, 
such corns to the Bank on' d.'mand, Ii the Go p ", G .. - -. . Verner 

«;"eral 1D Council at any time fails to supply such' 
corns, the Bank shall be released from its obliga tion,. 
to supply them to the pUblic. " , , 

Obligation to oeII oterling. 

, 40. The Bank shall se'l to any person who. 
makes 1\ demand in that behalf at Its (llice in 
Bombay, Calcutta, Delhi, Madras or Rangoon and' 
pays the purchase price in legal tender currency 
sterlin8' for immediate delivery in London' at a rat~ 
n."t below one shillingalld five pence and' forty-nine, 
sixty-fourths of a penny for a rupee: ' " 

')?rovided that nO person shall be 'entitled to 
demand to buy an amount of sterling less than ten. 
thousand pc nnds.' ' , 

Obligation to buy sterling. 

, 41. The llank ,shall buy, from any person whO 
makes a demand m thl\tl:ehalf at its ollice in 
Bom!>ay, ~Icutlai De!h~, M~dr89 or ,Rangoon. 
sterlmg for l!1lmedl8te delivery ID London at a rate' 
n.ot higher than. one shilling and ~ pence '~d three-
sl~eenth~ of a penny for a rupee:, ' 
, ProVlded that no person shall be entitled to 

demand to sell an amount of sterling 1ess' than, ten 
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. 

Ca8~k.""rv!," of. scheduled bank. to be kept with ~ 

, 42. (I) Evety 'baDk included in the' Second 
Schedule shall maintain with the Bank a balance the 
am<lunt of which shall not at the close of. business. 
on any day l:e less tban five per cent. of the demand 
liabilities ard two per cent. of the time'liabilities of 
such bank in Indil\ as shown in the return ... ferred 
to in sub-section (2). 

Explana~jon.-For the purpcses 'of this section 
lillbilities shall not include the paid-up capital or the 
reserves, <r any credit balar.ce in the profit and loss 
account of the bank or the amount of any loan taken. 
from the Reserve Bank. 

(2) Every scheduled bank shall send to the, 
Governor C enera! in Council and to the Bank a. 
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 cnrrency' 
notes of the Government of, India lind bank 
notes, 

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

(d) the amounts of' advances made lind of bills. 
discounted, in India, "'spectively, and 

(e) the balance held at the Bank, 
at the close of business CD each Friday, or if FridaY 
is a public holiday under the Negotiable Instruments 
Act, 1881 (XXVI of 1881), at the close of business olIO 
the preceding working day; and such return shall 
he sent not later than two working day; and sueii' 
return shall he sent not later than two working day!!' 
after the date to which it relates: 

Provided that where the Bank is satisfied that 
the furnishing of a weekly return under this sub": 
section is impracticable in the case of any scheduled' 
bank by reason of the geographical. position of the 
hank and its branches, the Bank may require such: 
bank to furnish in lieu of a weekly return a monthly
return to be dispatched not later thsn fourteen days 
after the end of the month to which it relates giving 
the details specified in this sub-section in respect of 
such bank at the close of- business for the month. 

(s) If at the close of business on any day hefore 
the day fixed for the; next return., the balance helcf 
.. t the Bank by any scheduled bank i. below th,'" 
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miniml111! prescribed in sub-section (/), suc;h 
scheduled bank shall be liable to pay to the Bank lD 
respect of each such day penal interest at a rate 
three per cent. above the bank rate on the amount 
by which the balance with the Bank faUs short of 
the prescribed minimum, and if on the day fixed for 
the next return such balance is still below the pres
enDed minimum as disclosed by this return, the rates 
of penal interest shall be increased to a rate five 
cent. above the bank rate in respect of that day and 
each subsequent day on. which the balance held at 
the Bank at the close of business on that day is 
below the prescribed minimum. 

(4) Any scheduled bank failing to com~ly with 
the provisions of sub-section (2) shall be liable to 
pay the Governor General in Council or to the Bank, 
as the case may be, or to each, a penalty of one 
hundred rupees for each day during which the 
failure continues. 

(5) The penalties imposed by sub-sections 13) 
and (4) shall be payable on demand made by the 
Bank and in the event of a refusal by the default
ing bank to pay on such demand, may be levied by 
a direction of the principal Civil Court having 
jurisdiction. in the area where an oIIice of the default- . 
ing bank is situated, such direction to be made only 
upon application made in this behalf to the Court 
by the Governor General in Council in the case of a 
failure to make a return under sub-section (2) to the 
Governor General in Council, or by the Bank with 
the previous sanction of the Governor General in 
Council in other cases. 

(6) The Govel]lor General in Council shall, by 
notification in the Gazette of India, direct the inclu
sion in the Second Schedule of any bank not already 
so included which carries on the business of banking 
in British India and which-

( .. ) has a paid-up capital and reserves of an 
aggregate value of not less thall five lakhs of 
rupees and 

(b) is a cgmpany as defined in clause (2) of 
section 2 of the Indian Companies Act, 1913, 
(Vll of 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 reserves 
becomes at any til!te less than five lakhs of rupees, 
or which goes in~o liquidation or otherwise ceases 
to carry on banking business_ 

Publication of COIlIOIidated stateme:nt by the. Bank. 
43. The Bank shall compile and shall cause to be 

published each week a consolidated statement show
ing the aggregate of the amounts under each clause 
of sub-section (2) of section 42 exlu'bited in the 
returns received from scheduled banks under that 
section. 

Pow ... to requUe retuma from co-operadve b .... 
44. The Bank may require any provincial 

c<>-operate bank with which it has any transactions 
under section 17 to furnish the return referred to in 
sub-section (2) of section 42, and if it does so, the 
provisions of sub-sections (4) and (5) of section 42 
shall apply so far as may be to such e<>-operative 
bank as if it were a scheduled bank. 

Agreement with the Imperial Bank. 
45. (I) The Bank shall enter into an agreement 

with the Imperial Bank of India which shall be 
subject to the approval of the Governor Genera\ in 
Council, and shall be expressed tel come into force 
on the date on which this Chapter comes into force 
and to remaln in force for fifteen years and thereafter 
until terminated after five years' notice on either 
side, and shall further contain the provisions set 
forth in the Third Schedule: 

Provided that the agreement shall be conditional 
on the maintenance of a sound financial position by 
the Imperial Bank and that if, in the opinion of the 
Central Board, the Imperial Bank has failed either 
to fulfil the conditions of the agreement or to maintain 
a sound financial position. the Central Board shall 
make a recommendation to the G<wernor General in 
Council, and the Governor General in Council, after 
making such further enquiry as he thinks fit, may 
issue instructions to the Imperial Bank with ref~ 
either to the agreement or to any matlet which in 
his opinion involves the security of the Government 
monies or the a!!Sets 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 (t I 
shall, as soon as may be after it is made, be lai.t 
before the Central Legislature. 

CHAPTER IV. 

Geaeral Provision •• 

Contribution by Goo._ Geaenl ill G.undl to ct. 
R...-..e FwuL 

46. The Governor General in Council shall 
transfer to the Bank rupee securities of the value of 
five crores of rupees to be allocated by the Bank to 
the Reserve Fund. 

Alloca tioa. of aurplua 
47. After making provision for bad and doubtful 

debts, depreciation in assets, contributions to staff 
and superannuation funds, and such other contino 
gencies as are usually provided for by bankers, and 
after payment out of the net annual profits of a 
cuumlative dividend at such rate not uceeding five 
per cent. per annum on the share capital as the 
Governor General in Council may 6x a1 the time of 
the issue of shares, a portion of the surplus shall be 
allocated to the payment of an additional dividend 
to the shareholders calcn1ated on the IICIIle set forth 
in the Fourth Schedule and the balance of the 
surplus shall be paid to the Governor General in 
Council. 

Provided that if at any time the Reserve Fund 
is less than the share capital, not less than fifty lakha 
of rupees of the surplus, or the whole of the surplua 
if less than that amount, shali be allocated to the 
Reserve Fund. 

Ezemption of Bank from 1Do:om. taz and IUpeMU 
..... poovUio.a far dednctioa. • __ of inr • r taz 
Oft dividends. 

48. (/) Notwithstanding anything contained in 
the Indian Income-tu Act, 1922 (XI of 1922), or any 
other enactment for the time being in force relating to 
income-tu or super-tax, the Bank shan not be liable 
to pay income-taz or super-tu on any of its income, 
profits or gains: 

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

(2) For the purposes of section 18 of the Indian 
Income-tu Act, 1922 (XI of 1922), and of any other 
relevant provision of that Act relating to the levy and 
refund of income-tax any dividend paid under section 
47 of this Act shall be deemed to be "Interest on 
Securities" . 

Publication of Bank rate.. 

49. The Bank shaU make public from time to 
time the standard rate at which it is prepared to boy 
or re-discount bills of exchange or other commercial 
paper eligible for purchase under this Act. 
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Auditon. 
50. (I) Not less than two auditors shalb be 

elected and their remuneration fixed at the annual 
general meeting. T:,e auditors may be shareholders, 
but no Director or other officer of the Bank shall be 

eligible during his continuance in office.. A;!'y 
auditor shall be eligible for re-election on qUlttmg 
office. 

(2) The first auditors of the Bank may be 
.appointed by the Central B?ard befor~ the first 
annual general meeting and, 1f '!" appOlnted, ~hall 
hold office only until that meeong. All aud1tors 
elected under this section shall severally be, and 

-continue to act as auditors until the first annual 
general meeting aft~r their respective electioh'!!: 

Provided that any casual vacancy in the office of 
any auditor elected under this section may be fililed 
by the Central Board. 

Appointment of spedal audiron by Governmel1t. 
5\. Without prejudice to anything contained in 

.,;cction 50 the Governor General in Council may at 
any time ~ppoint the Auditor Generab or such auditors 
as he thinks fit to examine and report upon the 
accounts of the Bank. 

Powen and duties of andiron. 

52. (I) Every auditor shall be supplied with .a 
<:opy of the aunual balance-sheet, an~ it shall be his 
~uty to examine the same, together Wlth the acco~ts 
and vouchers relating thereto; aud every auditor 
shall have a list delivered to him of atl books kept 
by the Bank, and shall at a.l!l reasonable times have 
access to the books, aCcounts and other documents 
(If the Bank, and may. at the expense of the Bank if 
appointed by it or at the expense of the G<lvernor 
General in Council if appointed by him, emp\oy 
accountants or other persons to assist him in investi
gating such accounts. and may, in relation to such 
accounts, examine any Director or officer of the Bank. 

(2) The auditors shall make a report t(l the 
shareholders or to the G<lvernor General in Council, 
as the case may he, upon the annual balance-sheet 
and accounts, and in every such report they shall 
state whether in their opinion, the balance-sheet is 
a fuB and fai; balance-sheet containing al~ necessary 
particulars and properly drawn up so as to exhibit 
" true and correct view of the state. of the Bank's 
'affairs, and, in case they have called for any explana
tion or information from the Central Board, whether 
'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 
"nnual general meeting. 

Return •• 
53. (I) The Bank shall prepare and transmit to 

the G<lvernor General in Council a weekly account 
-of the Issue Department and of the Banking Depart
men t in the form set out in the Fifth Schedule or 
in such other form 8S the G<lvernor General in 
Council may, by notification in the Gazette of India, 
prescribe. The Governor General in Council shal~ 
<:ause the accounts to be published weekly in the 
Gazette of India. 

(2) The Bank shall also, within two months from 
the date on which the annual accounts of the Bank 
ilre closed, transmit to the Governor General in 
Council a copy of the annual accounts signed by the 
'G<lvemor, the Deputy Governors and the Chief 
Accounting Officer of the Bank, and certified by the 
auditors, tOl!ether with a report by the Central Board 
on the working of the Bank throughout the year, and 
the Governor General in Conncil shall cause such 
accounts and report to be published in the Gazette of 
India. 

(3) The Bank shall also, within two months 
from the date on which the annual accounts of the 
1Jank are closed, transmit to the G9vernor General 
'in Council a statement showing the name, address 

and occupation of, and the number of shares held 
by, each shareholder. of the Bank. 

Agricultural Credit Department. 
54. The Bank shall create a special· Agricultural 

Credit Department the functions of which shall be---
(a) to maintain an expert staff to study all 

questions of agricultural credit and be 
available for consultation by the G<lver
nor General in CounciL. Local Govern
ments, provincial co--operative banks, and 
other banking organisations, 

(h) to co-ordinate the operations of the Bank 
in connection with agricultural credit 
and any other hanks or organisations 
engaged in the business of agricultural. 
credit. 

Reporlll by the Bank. 
55. (I) The Bank shall, at the. earliest practicable 

date and in any case within three years from the 
date on which this Chapter comes into force. make 
'to the G<lvernor General in Council a report, with 
proposalsi, if it thinks fit, for legislation, on the 
following matters, namely:-

(a) the extension of the provisions of this Act 
relating to scheduled banks to persons 
and firms, not heing scheduled banks, 
engaged in British India in .the business 
of banking, and 

(b) the improvement of the machinery for 
dealing with agricultural finance and 
methods for effecting. a closer connection 
between agricnltural enterprise and the 
operations of the Bank. 

(2) When the Bank is of opinion that the inter
national monetary position has become sufficiently 
clear and stable to make it possible to determine 
what will be suitahle as a permanent basis for the 
Indian monetary system and to frame permanent 
measures for a monetary standard it shall report its 
views to the Governor General in Council. 

Power to require declaration as to ownership of 
registered shares. 

56. (1) The Local Board of any area may at 
any time require any shareholder who is registered 
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 prescribe, giving particulars 
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) If any person required to make a declaration 
under sub-section (I) fails to make such -declaration 
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 (I) 
shall be deemed to have committed the offence of 
giving false evidence defined in section 191 of the 
Indian Penal Code (XLV of 1860), and shall be 
punishahle under the second paragraph of section 
193 of that Code. 

(5) Nothing contained in any declaration fur
nished nnder sub-section (\) shall -operate to affect 
the Bank with notice of any trust, and no notice of 
any trust expressed, implied or ronstrnctive shall 
be entered on the register or be receivable by the 
Bank_ 
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(6) Until Local Boards have been constituted 
under section 9 the powers of a Local Board under 
this section shall he exercised by the Central Board 
in respect of any area for which a Local Board has 
not been constituted. 

Liquidation of cbe Bank. 
57. (I) Nothing in the Indian Companies Act .. 

1913 (VII of 1913), shall apply to the Bank, and the 
Bank shall not be placed in liquidation 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 surplus 
assets, if any, of the Bank shaIl be divided between 
the Governor General in Council and the sharehoklers 
in the proportion of sevent,,·fivc per cent. and 
twenty·five per cent., respectively: 

Provided that the total amount payable to auy 
shareholder under this section shall not exceed the 
paid-Up value of the shares held by him by more 
than one per cent. for each year after the commence
ment of this Act subject to a maximum of twenty-five 
per cent. 

Power of the Central Board to make regulatio .... 
58. (I) The Central Board may, with the previous 

sanction of the Governor General in Council, make 
regulations consistent with this Act to provide for 
all matters for which provision is necessary or con
venient for the purpose of giving effect to the 
provisions of this Act. 

(2) In particular and without prejudice to the 
generallity of the foregoing provision, such regulations 
may provide for all or any of the following matters, 
nameJ.y :-

(a) the holding and conduct of elections under 
this Act, including provisions for the 
holding of any -elections according to 
the principal of proportionaL representa
tion hy means of the single transferable 
note; 

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

(e) the maintenance of the share register the 
manner in which and the conditions 
subject to which shares may be held 
and transferred, and, generaIly, all 
matters relating to the rights and duties 
of shareholders; 

(d) the manner in whi~h general. meetings 
shall be convene<l, the procedure to be 
followed thereat and the manner in 
which votes may be exercised; 

(e) the manner in which notices may be served 
on behaf of the Bank upon shareholders 
or other persons; 

(f) the manner in which the business of the 
Central Board shalI 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; 

(h) the delegation of powers and functions of 
the Central Board to the Governor or 
to Deputy Governors, Directors or offi~ers 
of the Bank; 

(i) 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 busi
ness in such Committees; 

CJ1 the constitution and management of staff 
and superaunuation funds for the officers 
and servants of the Bank; 

(k) the manner and form in which contracts 
binding on the Bank may be executed; 

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

(m) the manner and form in which the baJenee 
sheet of the Bank shall be drawn uP. 
and in which the accounts shal\ ~ 
maintained ; 

(n) the remuneration of Directors of the Bank· 
(0) the relations of the scheduled banks with 

the Bank and the returns to be submitted 
by the scheduled banks to the Bank· 

(P) the regulation of clearing-houses for' thtt 
scheduled banks; 

(q) the circumstances in which, and the condi_ 
tions and limitations subject to which. 
the value of any lost, stolen, mutilated 
or imperfect currency note of thlt 
Government of India or bank note may 
be refunded; and 

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

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

Amendment of AI:t III of 1906. 

59. In the Indian Coinage Act, 1906 (m of 
1906), for section 11 the following section shalt be 
substituted, namely:-

Demomtisation of IOvereign and half·oovereign. 
. "1.1. God coins, coined at His Majesty's Royal 

M1nt JD England or at any mint established in 
pursnance of a proclamation of His Majesty as It 
branch of His Majesty's Royal Mint, shalt not be
legal tender in British India in payment or on account 
but such coins shall be received by the Reserve Bank 
of India at its offices, branches and agencies in India
at the bu11ion value of such coins calculated at thtt 
rate of 8.47512 grains troy of fine gold per rupee." 
Repeal •• 

60. The Indian Paper Currency Act, 1923 (X of 
1923), the Indian ,paper Currency (Amendment) Act,_ 
1923 (XXXVI of 1923), the Indian Paper Currency 
(Amendment) Act, 1925 (II of 1925), and the Cur
rency Act, 1927 (IV of 1927), are hereby repealed. 

Amendment of Section II, AI:t VII of 1913. 
61. In sub-section (3) of section II of the Indian 

Companies Act, 1913 (VII of 1913), after the word 
"Royal" the words "Reserve Bank" shall be inserted. 

THl! FIRST SCHJ!DULl!. 

(s •• H.tlon 4.) 
Areas served by the various Share Registers. 

!. The WESTE.RN AREA, served by the BOMBAY 
Register, shall ConSist of-

the lkm?bay Presidency including Sind, the Central 
Provmces. B~arJ Hyderabad, Baroda, Khoirpur, the
'Yestem India States, the Central India States 
{Including Makrai but excluding Rewab and other 
States of Bundelkhand and Baghelkhandl the
Gujerat States, Kolhapnr and the Deccan Stat~. 

ll. The EASTERN AREA, served by the CAI.CUiT ... 
Register, shall consist of-

. the ~e~g81 Presi~eucy, Bihar snd Orissa, AB88.m,. 
Slkklm, Mampur, Coach-Rehar, Tripura, the 
Eastern States, Rewah and other States of B11Dde1-
khand and Bagbel)chand, and the Khasi States 

m. The NORTHERN ARllA, 8etVed by the D1iLHI 
Register, shan consist of-

the United Provinces, Delhi, the Punjab, the North-West 
Frontier Province, Ajmer-Merwara, BaluchiKtan 
Kashmir, the Punjab States excluding Khairpur' 
the Simla Hill States, DuJana, Pataudi, Kabia":" 
Rampur, Tebri..Garhwsl, DeaaTes, the Rajputma 
States includinlt Palanpar and Danta, GWaliot", 
Khaniadbana, Kalat, Las Bela, Hunza, Nagir, Amb,. 
Chitral, Dir, Phulera and Swat. 

IV. The SOUTHERN AREA, served by the MADRAS 
Register, shall consist of-

the Madra. Presidency, Coorg, Myoore aud the MacIr ... 
States. 

V. The BURMA ARl!A, served by the ~GOON 
Register, shall consist of-

Banna, the Andaman aDd Nicobar Isla.nds, Bawtake .. 
Kantara"adi and Kyebogyi. 
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THE Sl!COND SCHBDULB. 

[6<e section f2 ODd section 2 (e).] 

Sobeduled BaDkl. 

Ajodhia Bank, Pyzabad. 
A Ilababad Dank. 
American Uxpress Company Incorporated. 
Banco Nacional Ultramarino. 
Bangalore BaDk. 
Bank of Baroda~ 
Bank of Dehar. 
Bank of Chettinad, Madras. 
iDank of Hindustani Madras. 
BaDk of Indio, Bombay. 
Bank of MY80re. 
Bank of Taiwan. 
'Bonk of Upper Barma. 
'Benares Bank. 
Bengal Central Bank. 
f8hagwan DRS & Co., Debra Dun. 
<:onada Bnnk. 
oCentral Bank of India. 
Chartered Bank of India. Australia aDd China. 
oComptoir National d"Escompte de Paris. 
2astern BaDk. 
Grindlay aod Company. 
Hongkong and Shanghai Banking CorparaDon. 
Imperial Dank of India. 
Imperial Bank of Persia. 
Indian Bank, Madras. 
Industrial Bank of Western India, Ahmedabad.' 
Jolpaignri Banking and Trading Corporation. 
Kamani Industrial Bank. 
Lloyd. Bonk. 
Mercantile Bank of India. 
'Mitsui nn.nk, Bombay. 
:Muffassil Bank, Gorakhpur. 
National Bank of India. 
National City Bank of New York. 
Nederlansche Indische Handels-b&nk. 
Nederlandsche Handel-Maatschappij, 
Nedungadi Bank. CaHcut. 
Oudh Commercial Bank. . 
Peoples' Bank of Northern India. 
P. and O. Banking Corporation. 
Punjab and Sind Bank, Amrltsar. 
Punjab Co-operative Bank, Amritsar. 
Punjab National Bank, Lahore. 
Simla Banking and Indu.strial Company. 
Thoma. Cook & Son •. 
Travancore National Bank, TiruvaUa. 
Union Dank of India, Bombay. 
U. Ral Gyaw Tho<> and Co., Akyab. 
Yokobama Specie Bank. 

THE THIRD SCHl!DULB 

(5 ..... 1101ld.) 
Provilloni to be contained in the agreem.ent between the 

Rellrve Bank 01 India and tbe Imperial Bank of India. 
1. The Imperiat Bonk of India .han he the(,sote agen\) 

of the Reserve Bank of India at aU places in Bntisb India 
where there is a branch of the Imperial Bank of India 
'Which was in existence at the commencement of the 
'Reserve Ban k of India Act, 1984., and there is no branch 
.,1 the Banking Department 01 tho Reserve Bonk of India. 

2. In consideration. of the performance at the places 
-refetted to in clause 1 by the Imperial Bank. of India on 
behaU of the Reterve Bank of India of the fnnctions which 
.the Imperial Bank of India Was performing on behalf of 
the Govunor General in Council before the coming into 
force of the Reserve Bank of India Act 1994, the R.eserve 

~
ank of India .hall pay to the Imperi;;! Bank of India a. 

, emnneratioD a !lum whicb shall be for the first ten years 
uring which this agreement is in force a ~on 

-ca1cu.1ated at onwixteenth:!03e ner cent. on the first 
250 crorea and one' tlurty-s or one per cent. on the 

·remainder of the total of the receipts and disbursements 
dealt with annUAlly on account of Government by the 
,Im~et!al Bonk of India on ~half of the Reserve Bank, of 
'India.) At the close of the 881d ten yeara the remuneration 
·to be paid by tbe Reserve Bank of India to the Imperial 
l'8ank of India for the performance of these functions shan 
ibe revised and the remuneration. for the ensuing five year8 
·shall be determined on the basis of the actual cost to the 
Imperial Donk of India, 88 ascertained bf espert accounting 
=inveetigatiou. of performing the Bald functions. The 
remuneration aD determined shan thereafter be subject to 
rrevision in like manner at the end of each t::!eod of five 
years so long 81 this agreement remains in • If any 
dispute arises between the Reserve Bank. of India and the 
Jmperial Bank of India a& to the amotlDt of the said 
remuneration tb~ motter shell be referred fOl" final decision 
to the Governor General in Coancll who may require from. 

-the Imperia' Bank IUch information and may order such 
.accounting investigation .. be thinka fit .. 

S. In consideratioa of the maintenance by the Imperial 
:Banll of India of branches not les8 in number than thoee 

aj~ting at the commencement of the Reserve Bank of 
lud~a Act, 1~, the Reserve Bank of India shaU, until the 
expIrY of fifteen years !tom the coming into force of this 
agreement. make to the Imperial Bank of India the followiDg 
payments, n.amely!- . 

(a) d}"'!ug the ,first five years of this agreement
~l.ne lakhsJof rupees per annum' 

(b) during the next five years of the ~eetnent-six 
lakhs. of rupees per annum' and 

(el during the next five years of ·the agreement-four 
lakhs of rupees per annum. 

4. The Imperial BaDk of India .hall not withont the 
~pprova1. of. the Reserve Bank of India open any branch 
m sDbstitut1~ for a branch existing at the time this agree
ment comes mto force. 

THE FOURTH SCHEDULE. 

(See leotlon 47.) 
ScAI.B OF ADDitIONAL DIVIDHND PAVAIIU TO SHAREHOLDERS. 

A. If the maximum fate of dividend fixed under 
section 47 is five per centum and so long 8S the share 
capital of the Bank is five crores of rupees-

(1) if the surplus does not exceed four crores Of rupees 
-Nil. 

(2) if the surplus exceeds four crores or rupees.-
(a) out of such excess up to the first one and a haH 

crores of rnpees--a fraction equal to one-sixtieth . 
(b) out of each successive additonal excess up' to on~ 

and a half crores of rupees--one-half of the 
fraction payable out of the next previous one 
aDd 8 half crOTes of excess: 

Provi.ded that the additional dividend shall he a multiple 
of one..elghth 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 the difference 
between six and the fixed rate to unity. 

~'. When the original share capital of the Bank baa 
been mcreased or reduced, the said fraction of one-sixtieth 
shall be increased or diminished in proportion to the increase 
or reduction of the share capital. 

THE FIFTH SCHEDULE. 

RUSltR\'Jt llA!'iK OP INDIA. 

An Account pursuant to the Reserve Bank of India Act, 
1984, for the week ending on the day of . 

Liabilitles- Assets-

Bonk Note. held in the 
. Bonking Department . 

Bank Note8 In circula-
tion 

Total Bonk Note. 
issued 

Govemment of India 
Notes in circulation . 

To~ Liabilitie. . 

ita. it •. 
A. Gold coin in bullion -

(a) held in India. • 
(b) held out.fde India 

Sterling Securities . 

Total 01 n. 

B. Rupee coin . 
Government of India 

rupee securities 
Internal bill. of ex

change and other 
commercial paper 

Total Assets 

Ratio of total of A to liabflities per cent. 
Dated the day of 19 • 

BANKING DEPARtMENT. 

LiobillUes. <1 ... 15. 

capital paid up 
Reserve . 
Deposits-

(a) Government 
(b) Bnk. 
(e) Others . 

Bill. payable . 
Other liabilities 

ilatecl the 

lls. Rs. 
Notes 
Rupee cOin 
Subsidiary coin 
Bills discounted-

(a) Internal 
(b) External . 
(c:\ Government 0 f 

I n d i a Treasury 
Bill. . • 

lI<IIance. held abroad . 
Loans and advances to 

the Government • 
Other loans and ad

vances . 
Investments 
Other assets 

day of 19 



ACT NO. III OF 1934. 
[PASSED BY THII INDIAN LilGISLATl1llR] 

Aa Act further to amend the Imperial Bank of ladia Act, 1920, for eeriala purposes. 

XLVII of 1920. 

WHEREAS Iov reason of the constitution of the 
Reserve Da-nk of India it is e.''''pedient further 
to amend the Imperial Bank of India Act, 

1 920, in order to modify the control of the Governor 
General in Council over the management of the Bank, 
to remove certain restrictions on the transaction of 
busineSs by the Bank, and to provide for an agree· 
ment between the Bank and the Reserve Bank of 
India; It is hereby enacted as fOl!oW5:-

Short title and commencement. 
I. (1) This Act may be cal!ed the Imperial Bank 

of India (Amendment) Act. 1934. 
(2) It shall come into force on such date as the 

Governor General in Council may, by notification in 
the Gazette of India, appoint. 

Amendment of section 2, Act XLVII of 1920. 
. 2. After clause (i) of section 2 of the Imperial 
·Bank of India Act, 1920 (XLVII of 1920), (herein
after referred to as tbe said Act), the following clause 
shall be inserted, namely:-

"(ii) 'secretary' and 'deputy secretary' mean, 
respectively, a secretary and treasurer 
and a deputy secretary and treasurer of 
the Bank." 

Repeal of section 9, Act XLVII of 1920. 
3. Section 9 of the said Act is hereby repealed. 

Amendment of section 10, Act XLVII of 1920. 

4. (1) In su1!-section (1) of section 10 of tbe said 
Act,-

(Il) for tbe words "the Secretary of State for 
India in Council" the words "the 
Reserve Bank of India" shaIJ be sub
stituted; 

(b) in clause (i), the words "to act· as banker 
for, and" shall be omitted, ane! after 
the word "securities" the words "as 
agent for the Reserve Bank of India" 
shall be inserted; and 

(e) in clause (ii), for the words "tbe Govern
ment" tbe words "the Reserve Bank of 
India" shall be substituted. 

(2) Sub-section (2) of the same section shal! be 
omitted. 

Amendment of section 13, Act XLVII of 1920. 
5. In clause (al of section 12 of the said Act, 

after the words "at such places" the words, 
"whether in India or elsewhere," shall be inserted. 

Amendment of section 12, Act XLVII of 1920. 
6. In sub-section· (1) of section 13 of the said 

Act, after the words "in India" the words "or else
where" shall be inserted, and the Explanation after 
sub-section (2l shall be omitted. 

.Amendment of section 13A, Act XLVII of 1920. 
7. In section 13A of the said Act, the words 

"as defined in section 13" shal! be omitted, and 

after the words and figures "Co-operative Societi.,. 
Act. 1912," the words "or any other law for the 
time being in force in British India relating to ~ 
operative societies" shan be inserted. 

Amendment of _tion 20, Act XLVII of 1920. 

8. To section 20 of the said Act the following. 
sub-section shall be added, name~:-

.. (3) A copy of the principal register of 
shareholders shall be compiled within 
30 days after the date of the first ordi., 
nary general meeting in each year and 
shall be filed forthwith with the officer 
performing the duty of registration of 
companies under the Indian Companies 
Act, 1913 (VII of 1913). 

Amendment of section 23, Act XLVII of 1920. 
9. In section 23 of the said Act, the words. 

"with the previous sanction of the Governor General 
in Council," and the words "The Bank may also. 
subject to the provisions of this Act as to the busi
ness to be transacted there, establish an oflice in 
London," shall l1e omitted. 

Amendment of oectiOD 24, Act ·XLVU of 1920. 
10. In section 24 of the said Act. for the word. 

"Governors" the word "Directors" shald be: 
substituted. 

Amendment of section 25, Act XLVII of 1920. 
II. In section 25 of the said Act, the words. 

"with the previous sanction of the Governor General 
in Council," shall be omitted. 

Sub&titution of new section fot' section 28, Act XLVII 
of 1920. 

12. For section 28 of the said Act the foYowing: 
section shall be substituted, namely:-

Co,.~tution of Central BoercI. 
"28. (1) The Central Board shall consist of the 

following Directors, namely:-

(i) the presidents and vice-presidents of the 
Local Boards established by this Act ; 

(ji) one person to be elected from among91: 
themselves by the members of each 
Local Board established by this Act; 

(iii) a Managing Director who shatt be: 
appointed by the Ceo tra1 Board for a. 
period not exceeding fi ve years on such 
terms as the Central Board may direct, 
and may be continued in his appoint
ment by the Central Board for such: 
further periods not exceeding five years 
in each case as the Central Board 
thinks fit; 

'w) such number. of persons not exceeding 
two and not being officers of the Gov· 
emment as may be nominated by the 
GoftrtIor.· General in Council. Such 
persons shall hold office for one year 
but maY' be re-nominated; 
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(11) a Deputy Managing Director who shall 
be appointed by the Central Board; 

In) the secretaries of the Local Boards esta
blished by this Act; and 

("ii) if any Local Board is hereafter establish
ed under this Act, such number of 
persons to represent it as the Central 
Board may prescribe. 

(2) The Directors specified in clauses (11) and 
(vi) of sub-section (1) shalt be at liberty to attend 
all meerings of the Central Board and to take part 
in its deliberations, but shal! not be entitled to vote 
on any question arising at any meeting: . 

Provided that the Deputy Managing Director 
shalt be entitled to vote in the absence f>f the 
Managing Director. 

III The Governor General in Council shall 
nomi';ate an officer of Government to a ttend the 
meetill!(s of the Central Board, and such officer shall 
be entitled to attend all meetings of the Central 
Board and to take part in its deliberations but shatt 
not be "ntilled to vote on any Question arisill!( at 
any meeting." 

Repeal of aec:tion 30, Act XLVII of 1920. 
13. Section 30 of the said Act is hereby 

repealed. 

Amendment of eection 31, Act XLVII of 1920. 
14. In section 31 of the said Act,-

(a) in sub-section (1) ,-

(i) iu clause (b), for the word "Gover
nors, II wherever it occurs, the word 
"Directors" shalI he SUbstituted, and 

(ii) in clause (e), for the words "the half_ 
yearly balance0-5heet" the words "the 
annual and half-yearly balance
sheets" shalI he substituted; and 

(b) in clauses (b) and (d) of sub-section (2), 
for the word "Governors" the word 
"Directors" shall he substituted. 

Amendment of Schedule It Act XL vn of 1920. 
15. It) In Part I of Schedule I to the said 

Act, the' folIowing amendmeuts' shall be made, 
namely:-

(a) in sub-clause (i) of clause (<I), after the 
words IIGovernor General in Council" 
the word "and" shall he omitted, and 
after the word "Ceylon" the words 
"and shares of the Reserve Bank of 
India" ,shall be added; 

(b) in sub-claU5e (iii) of the same clause, 
after the words "a district board" the 
words "or a municipal board or com
mittee or, with the Slinction of the 
Governor General in Council, deben
tures or other securities for money 
issued under the authority of a Prince 
or Chief of any State in India" shall 
be inserted; 

(e) after su~lause (iii) of the same clause 
the folIowing sub-clause shall be insert
ed, namely:-

"(iiia) subject to such direction. as may 
be issued by the Central Board, 
debentures of companies with limited 
liability .whether registered in India 
or elsewhere"; 

(<I) after sub-clause (iv) of the same clause 
the following slIt.-c1ause $hall be insert

ed, Gamely:-
.. (iva) IIOOd. which are hypothecated to 

the BlInk 'as aecuritv -for such ad
vances, loans or c:."I"edits. if so author
ised by' !lPtcial directions of the 
Central Board"; 

(e) in sub-clause (vi) of the same clanse, the 
words "and debentures" shall be 
omitted, and for the words "if so 
authorised by any general or sPeciaI 
directions of the Central Board" the 
words "subiect to such directions as 
may be issued by the Central Board" 
shalt be substituted; 

(f) in clause (b). for the words "assigned to" 
the words "pledged, hypothecated, 
ass\gned .,.. transferred to" shall be 
substituted, and for the words "or 
assignment" the words, "pledge, hypo
thecation, assignment or transfer" shall 
be substituted; 

(g) in clause (e), for the words "six months" 
the words "nine months' in the case of 
ad vances or loans relating to the financ
ing of seasonal agricultural operations 
or six months in other cases" shall be 
substituted; 

(h) in clause (d), the words beginning with 
the words "payable in India, or in 
Ceylon" and ending with the words 
"may approve in that behalf" shalt be 
omitted; 

(.1 in clause (f), the words "made payable in 
India, or in Ceylon," shall be omitted; 

m in clause (il, after the ,.,ord "claims" the 
following shall be added, namely:-

"and the acquisition and holding of, 
and generally the "dealing with, any 
right, title or interest in any property, 
moveable or immoveable, which may 
be the Bank's security for any loan or 
advance or may he connected with 
any such security"; 

(k) to clause (k) th~'followiug words shall be 
added, namely:- ' 

"and the en tering into of oontracts of 
indemnity, suretyship or gnarantee 
with specific security or otherwise"; 

(/) inc\ause (/), for the words "the acting as 
administrator, executor or trustee for 
the purp~ of winding up estates" the 
words "the administration of estates for 
any purpose whether as an executor, 
trustee or othern~se" shall be sub
stituted; 

(m)in sub-clause (iii) of clause (/), the 
words "at the risk of the principal" 
shall he omitted; 

(n) in clause (m), the words beginning with 
the words "for the useof" and ending 

'with the words "personal needs" shall 
he omitted; 

(olin clause (n), the words ", for the pur
pose of meeting such bills or letters of 
credit," shan be omitted, and for the 
words "six months"'-' the words "nine 
months in the case of bills relating to 
the financing of seasonal agricultural 
o~ations or six months in other 
cases" shall he snbstituted; 

(1)) in cIau"" (0), the wodrs "in India" shall 
be omitted; 

(q) for cIause '(I» the following clause shaY 
be substituted, namely '- " 

.. (I» the subsidizing from tim.. to bme of 
the pension funds of the Presidency 
Banks; and"; and , 

(r) In clause (q); after the words "kinds of 
business" the words It.. including 
'foreign 'eXchange busineso." shalI be 
inserted. ' 



54 RESERVE BANK INAUGURATION NUMBU 

(2) In sub .. dause (IJ) of clause (1) of Part n 
of the same Schedule, "fter the words "six months" 
the words "except as provided in c1anse (e) and 
clause (n) of Part I" shall he inserted .. 

(4) In clause (3) of Part n of the same 
Schedule, after the words "negotiable security" the 
following brackets and words shall he inserted, 
namely:-

"(not being a security in which a trustee may 
invest trust money under section 20 of 
the Indian Trusts Act, 1882 (II of 
1882)," 

and for the words "six months", in both places 
where they occur, the following words shall be sub
stituted, namely:-

"nine months if a bill drawn for the 
purpose of financing seasonal agricul
tural operations and six months in 
other casesll

• 

Amendm .... t of regulation 9, Schedule n, Act XLVII 
of 1920. 

16.. In regulation 9 in Schedule n to the said 
Act (which Schedule is hereinafter referred to as 
the said Schedule), for the words "Central Board" 
the word "Bank" shdl be substituted .. 

Amendment of regulation 10, Schedule n, Act XLVII 
of 1920. 

17.. In regulation 10 in the said Schedule, 
after the words "has a lien" the following shain be 
inserted, namely:-

"or any transfer of shares to any person who 
is a minor or has been found by a 
Court of competent jurisdiction to be 
of unsound mind or to or in the Dame 
of any firm,;" 

Substitution of new regulation for regulation II, Act 
XLVII of 1920. 

18, For regulation 11 in the said Schedule, the 
following regulation shall be substituted, namely: 
Deceased abareholden. 

"II. The executors or administrators of a 
deceased sole holder of a share, the 
holder of a succession certificate' issued 
under Part X of the Indian Succession 
Act, 1925, in respect of the share, and 
a person in whose favour a valid instru
ment of transfer of the share was ex
ecuted by the deceased holder during 
his lifetime, shall be the only persons 
who may be recognised by the Bank as 
having any title to the share. lit the 
case of a share registered in the names 
of two or more holders, the survivors 
or survivor and; on the death of the 
IBst survivor, his executors or adminis
trators or any person who is the holder 
of a succession certificate 'in respect of 
such survivor's interests in the share 
and a person in whose favour a valid 
instrument of transfer of the share was 
executed by such survivor during his 
lifetime, shall be the only persons who 

may be recognised by the Bank as 
having any title to the share." 

Amendment of regulation 12, Schedule II, Act XLVII 
of 1920. 

19. 'In regulation 12 in the said Schedule , 
(II) after the word "shareholder"., where it 

first occurs, the words "or in con
sequence of a transfer bv a deceased 
shareholder during his lifetime" shall 
be inserted; () 

(b) after the words "have the right" the 
words ", subject to the provisions of 
regulation 10," shan be inserted; and 

(c) the words beginning with "but the Bank 
shall" and ending with "before the 
deatb or insolvency" shal1 be omitted. 

Am ... dment of regulation 19, ScbecIule n, Act XLVII 
of 1920 .. 

20. In regulation 19 of the said Schedule the 
words "and with the previous sanction of' the 
Governor General in Council" shall be omitted and 
after the words "increase or" the words " 'with 
the previous sanction of the Governor Gell~l in 
Council," shall be inserted. 

Amendment of Regulation 23, Schedule II, Act 
,XLVII of 1920. 

21.. In regulation 23 in the said Schedule in 
sub-regulation (1), for the words "statement of' the 
affairs" the words "balance-sheet" shall be sub
stituted, and in sub-regulation (2) for the words 
"a Managing Governor" the wordS' "the Managing 
Director or Deputy Managing Director" shaU be 
substituted. 

Substitution of new I'qlUlation "'" tegulation 24, 
ScbecIule II, Act XLVII of 1920. 

22. For regulation 24 in the said Schedule the 
fol10wing reR'ulation shaU be substituted namely·-
Special meetings. ,. 

"24. (I) The Central Board shall convene a 
special meeting on the requisition of 
any three Directors or of 110t less than 
one hundred shareholders bolding shares 
whether fully paid up or otberwise of 
the aggregate amount of not less tban 
five hundred thousand rupees, upon 
which all calls or other sums due have 
been paid, if such requisition is silOled 
by the requisitionists and addressed to 
the Managing Director or Deputy 
Managing Director and contains a state
ment of the object of the proposed 
meeting .. 

(2) The requisition may consist of several 
documents in like form. each signed 
by one or more of the requisitionista. 

(3) Sixty days' previous notice of any such 
meeting shall be given by the Central 
Board under the hand of not less than 
three Directors, and sucli notice shall 
state the purpose for which the meet
ing is convened and the time and palce. 
of such meeting, and shal1 be advertis
ed in the Gazette of India and in not 
less than three daily newspapers of 

which one shall be a newspaper published 
in the vernacular: 

Provided, that not less than three monthl' 
previous notice shall be thus given of 
any special meeting held for the pur
pose of increasing or reducing the 
capital of the Bank. 

(4) The place of such, meeting shall be the 
place where the head office of the Bank 
is situated at the time of the meeting. 

(s) If a Cenra! Board does not proceed witb
in 21 days from the date of deposit of 
the requisition referred to in IUb-sec
lion (1) and (2) to cause a meeting to 
be called, the requisitionists, or a maj
ority of them in value, may themselves 
eall the meetinR', but in either case any" 
meeting so called shaH be held within ' 
three months from the date of deposit 
of the requisition." 
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Amendmeat of regulatioll 25, Schedule n, Act XLVII 
.,f 1920. 

23. In sub-regulation (lI) of regulation 25 in 
lhe said Schedule, for the word "Governors" the 
word "Directors" shall be substituted. 

Amendment of regulation 26, Schedule n, Act XLVII 
of 1920. 

24. In sub-regulation (1) of regulation 26 in 
the said Schedule, for the word "Governor" the 
word "Director" shall be substituted. 

.Amendment ~f regulatioll 36, Schedule n, Act XLVII 
of 1920. ,. 

25. In regulation 36 in the said Schedhle, after 
the words "power of authority," the following 
words shall be inserted, namely:-

"or, in the case of a power of attorney pre
viously deposited and registered with 
any local head office, a certificate of 
the secretary of such locat head office 
as to such deposit and registration." 

Amendment of regulation 38, Schedule II, Act XLVII 
of 1920. 

U. In regulation 38 in the said Schedule, for 
the words "Governors, Managing Governors" the 
words "Director, the Managing Director or 
Deputy Managing Director" shall be substituted. 

.Am£ndment of regulatioll 39, Schedule II, Act XLVII 
of 1920. 

27. In the heading to regul'ation 39 in the said 
Schedule. for the word "Governors" the word 
·'Directors" shall he substituted, and in that 
:regulation,-

(,.) in sub-regulation (I), for the word 
"Governor" the word ffDirector" shall 
he substituted, and' in the proviso, the 

(b) 

words "or appointed" shall be omitted; 
in sub-regulation (a), for the word 

"Governor" the word "Director" shall 
be substituted, and in the proviso, for 
the words, brackets and figures 
"Governor under the provision of 
clause (iii)" the words, brackets and 
figures. "Director under the provision 
of clanse (i'll)" shall be substituted, 
and for the words "and the office of a 
Governor" the words "and the office 
of a Director" shall be substituted; and 

(e) in sllb-regulation L~), for the words "s 
Local Board or of the Central Board 
and s Local Board" the words "of the 
same Local Board" shall be substituted. 

Amendment of regulation 40, Schedule II, Act XLVII 
of 1920. 

28. In the beaidng to regulation 40 in tbe said 
Schedule, for the word '''Governors'' the word 
'''Directors'' sball be substituted, and in that regula
tion, for the word "Governor", where it first occurs, 
tbe word "Director" shall be substituted, and for 
"the brackets and words .. (other than a Governor 
nominnated or appointed by the Governor General 
in Council)" tbe brackets and words to (other than a 
Director nominated hv the Governor General in 
Council)" shall be substituted. 

Amendment of regulation 42, Schedule n, Act XLVII 
of 1920. 

29. In reguation 42 in tbe said Schedule, for 
'the words "a ManaRing Gov~mor", wherever they 
occur, the words "the Managing Director or Deputy 
Managing Director" .hall be substltuteil and for the 
word ''Governors,'' In both places where it occurs, 
"the word "Directors" shall be suhstituted; and in 
19ub-regulatiou (l), for the word "three" the word 

"four" shall be SUbstituted. and for the words "at 
every local head office established by this Act" the 
following shall be substituted, namely:-

"at each of the local head offices established 
at Calcutta, Bombay and Madras: 

Provided tha.t not less than four meeting shall 
be convened by the Managing Director 
or Deputy Managing Director in every 
year." 

Amendment of regulation 44, Schedule II, Act XLVII 
of 1920. 

30. (1) For sub-reguation (I) of regulation 44 
in the said Schedule the fonowing sub-regulation 
shall be substituted, namely:-

"(I) At the first meeting of the Local Board 
which takes place after the first meet
ing of the Centra ~ Board in each year, 
the Local Board shall select from 
among its members a president and a 
vice-president and the elected Director 
referred to in clause (iij of sob-section 
(I) o~ section 28. They shall continue 
in their respective offices until the first 
meeting of the Local Board after the 
first meeting of the Central Board in 
the fonowing year, and, whenever the 
office of president or vice-president or 
of such elected Director becomes vacant 
the Local Board shall at its next meet
ing elect a successor who shaH hold 
office for the unexpired portion of the 
period for which his predecessor waS 
appointed." ." 

(a) In sub-regulation (a) of the same regula
tion, after the words "Local Board" the words "at 
all general or special meetings held in the town 
where the Local Board is established" shall be in
serted, and in the proviso, for the word "them_ 
selves" the words "the members of the Local Board 
present" shall be substituted. 

Amendment of regulations 46, 47 and 48, Schedule II, 
Act XLVII of 1920. 

31. In regulation 46, 47 and 48 in the 
said Schedule, for the words "Governors" and 
"Governor" J wherever they occur J the words 
"Directors" and "Director" shall be substituted, res
pectively. 

Amendment of regulation 49, Schedule II, Act XLVII 
of 1920. 

32. In regulation 49 in the said Schedule,-
( .. ) in sub-regulation (I), for. the word 

('Governors" the word "Directors" 
sha~l be substituted, and for the words 
ua Managing Governor" the words 
"the Managing Director or Deputy 
Managing Director" shaH be sub
stituted; and 

(b) in sub-regulation (S), after the word 
"secretary" the words "or deputy 
secretary" shall be inserted. 

Amend ...... t of regulation SO, Schedule II, Act XLVII 
of 1920. 

33. In clause (b) of regulation 50 in the said 
Schedule, after the word "servants" the following 
shall be inserted, namely: 

"and to grant gratuities or other financial 
assistance, either temporary or per
manent, to widows, children or other 
dependants of deceased officers or 
servants. J, 

Amendment of regulation 51, Schedule n, Act XLVII 
of 1920. 

34. In regulation 51 in the said Schedule, for 
the word "Governors' J the words "Director and 
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Deputy Managing Director", and for the word 
"officers" the word "employees" shall be substituted, 
and after the words "business of the Bank;" the 
word "and" shan be omitted and to the regulation 
as so amended- the following words shall be added, 
namely:-

"and to execute proxies to vote at meetings on 
behalf of shareholders from whom the 
Bank holds general powers of attorney". 

Amendment of regulation 52, Schedule n, Act XLVII 
of 1920. 

35. In regulation 52 of the said Schedule, for 
the word u'GovenlOr" the word "Director" shall be 
substituted. 

Amendment of regulation 54, Schedule II, Act XLVII 
of 1920. 

36. In regulation 54 in the said Schedule. in 
sub-regulation (2) for the word "Governors" the 
word "Directors" shall be snbstituted, and for sub
regulation (3) the following sub-reguation shall be 
substituted, namely:-

"(3) The statement of the balance shall con
taiu the particulars and shall be in the 
form required by section 132 of the 
Indian Companies Act, 1913, and the 
provisions of that section and of section 
136 of the same Act, shall apply to the 
Bank in like manner as they apply to 
a banking company." 

Amendment of regulati!,n 58, Schedule II, Act XLVII 
of 1920. 

37. In regulation 58 in the said Schedule,
(a) in sub-regulation (,), for the word 

"Governor" the word "Director" shall 
be substituted; and 

(b) in the proviso to sub-regulation (2), for 
the words "a special meeting shala be 
called for the purpose of supplying the 
same" the words "the vacancy may be 
filled by the Central Board" shall be 
substituted. 

Amendment of regulation 60, Schedule II, Act XLVII 
of 1920. 

38. In sub-regulation (I) of regulation 60 in 
the said Schedule, for the words "any Governor" the 
words "any Director" shalt be substituted. 

Inaertian of _ regulatioa CiOA. In Schedule II. Act 
XLVII of 1920. 

39. Aft .... regulation 60 in the said Schedule the 
following regulation shall be inserted, namely:
Liquidalion. 

"60A. Notwithstanding anything contained in 
this Act or in section 271 of the Indian Companis 
Act, 1913 (VII of 1913), if the shareholdeB of the 
Bank pass a special resolution that the Bank be wound 
up volunsari1y under the provision of the Indian 
Companies Act, 1913 (VII of 1913), the Bank shall be 
wound up in accordance with the provisions of that 
Act with regard to the voluntary winding up of a 
company' I' 

Provided that, for the purposes of this section, 
no such special resolution shall be deemed to have 
heen passed unless at lea.t one-third of the share
holders holding at least one-half of the paid-up capital 
of the Bank for the time being be present in peraon 
or by proxy anq a majority poll by open voting iD 
favonr of the said resolution and such resolution is 
thereafter confirmed by a majority of the share
holders at a subsequent special meeting held at an 
interval of not less than two months or more than 
three months from the date of the meeting at which 
the resolntion was fiBt passed." 

Substitution of new regulation for regulation 62r 
Schedule II, Act XLVII of 1920. 

40. For regulation 62 in the said Schedule the 
following regulation shall be substituted, namely:-

Absence of registered addreoa. 
"62. A shareholder who has 110 registered' 

address in India and has not supplied to the Bank 
an address for the giving of notices to him shan not 
be entitled to any notice, notwithstanding anything
contained in this Act." 

Temporary saving of existing Central Board. 
41. Notwithstanding any amendment made in 

the said Act by this Act in regard to the manuer in 
which the Central Board shall be constituted, the 
Central Board existing at the commencement of this. 
Act shall, until it has been re-established in accord
ance with the said Act as amended by this Act, con· 
tinue to transact business an1 shall have all the 
powers of the Central Board under the said Act as 11& 
amended. 
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CHAP. 43. 

An Act to incorporate the Bank of Canada. 

[Asse,,/e4 Iii 3,4 July. 1934.] 

Whereas it is desirable to establish a .D!ntral 
bank in Canada to regulate credit and currency in 
the best interests of the economic life of the nation, 
to control and protect the external value' of the 
national monetary unit and to mitigate by its in1Iu
ence fluctuations in the general level of production; 
trade, prices and employment, so far as may be p0s
sible within the scope of monetary action, and 
generally to promote the economic and financial 
welfare of the Dominion: Therefore, His Majesty, 
by and with the advice and consent of the Senate anu 
House of Commons of Canada, enacts as follows:-

SHORT Tn'I.1C 

I .... This Act may be cited as the B""k 01 
C 4""" A ct. 

INTI!RPRICTATION 

2. In this Act unless the context otherwise 
requires :-

(a) "Board of Directors" or "Board" means 
the Board of Directors of the Bank of Canada j 

(b) "chartered bank" means a bank to which 
the Bank Act applies j 

(e) "director:' means a member of the Board 
of Directors other than the Governor or the 
Deputy Governor j 

(d) "Dominion not ..... means Dot ... payable to 
bearer on demand issued and outstanding, which 
on the day on which the Bank of Canada is 
authorised to commence business, constitute ~ 
direct liability of the Dominion of Canada j 

(.) "meeting" means a special or general meet· 
ing of the shareholders ; 

(f) "Minister" means the Minister of Finance j 

(g) "notes" means notes of the Bank of 
Canada payable to bearer on demand and intend
ed for circulation; 

(h) "Receiver General" means the Receiver 
General of Canada ; 

(i) "the Bank" means the Bank of Canada ; 
(j) "Treasury Board" means the Treasury 

Board as constituted by the Department of 
Finance and Treasury Board Act. 

CONSTITUTION OF THIC BANK. 

3. (1) There shall be established a bank to be 
called the Bank of Canada. 

I;;} When the capital stock of the Bank has been 
subscribed as hereinafter provided, the Minister shall 
give. public notice of the fact in the e""",, GIJZ.tt. 
and on the publication of such notice the shareholders 
shall become a body corporate. 

4. (I) The head ofIice of the Bank shall be in 
the city of Ottawa. 

(2) The Bank may establish branches and 
agencies and appoint agents in Canada and may also, 
with the approval of the Governor in Council, esta
blish branches and appoint agents elsewhere than in 
Canada. 

S. (Il The Bank shall be under the management 
of a Board of Directors composed of a Governor, a 
Deputy Governor and seven directors. There may 
also be an A..<sistant Deputy Governor who shall not 
85 stich be a member of the Board. 

(2) In addition to the Members of the Board as 
constituted by subsection one of this section, the 
Deputy Minister of Finance or, in case of his absence 
or incapacity at any time, such other ofIicer of the 
Department of Finance as the Minister may nomiuate 
for the time being, shall be, by virtue of his office 
or of such nomtPation, 89 the case may be. a member 
of the Board, but shall not have the right to vote. 

6. (1) The Governor and Deputy Governor shall 
be men of proven financial experience and each shall 
devote the whole of. his time to the duties of his 
office. 

(2) No person shall hold ofIice lIS Govemor or 
Deputy Govemor or Assistant Deputy Governor, 
who,-

(a) is not a British subject; or 
(b) is a mell!ber of either House of Parliament 

or of a Provincial Legislature; or 
(e) ~ employed in any capacity in the public 

service of Canada or of any 'Province of Canada 
or holds ~ny office or position for which any 
salary or other remuneration is payable oat of 
public moneys; or ' ' 

(d) is a director, ofIicer, or employee of. any 
other bank or financial institution or, has an 
interest as a shareholder in any bank or ,other 
financial institution j Or ' 

(e) has reached the age of seventy-Dve years. 

HANAGICIDIN'f 

7. (1) The Covernor of the Bank shall be the 
chief executive officer and shall on behalf of the 
Board have the direction and control of the busUiess 
of the Bank, with 8UthOrilyi to act in connection with 
the conduct of the business of the Bank in all matters 
which are not by this Act or by the by-laws of the 
Bank specifically reserved to be done by the Board or 
by the Executive Committee or by a meeting of 
shareholders. 

(2) The Deputy Governor and the Assistant 
Deputy Govemor shall perform such duties as are 
assigned by the Board. 

(4) In the event of absence or incapacity of both 
the Governor and the Depuy Governor, the Board of 
Directors shall authorize the Assistant Deputy 
Governor or one of the members of the Board to act 
as the Govemor for the time being, but DO such 
person shall have .{Iuthority to act as Govemor for .. 
period exceeding one month without the apprQV81 of 
the Governor in CouncU. • 

8. (I) The Governor, Deputy Govemor and 
Assistant Deputy Governor shall each be appointed 
as hereinafter provided for a term of seven years or, 
in the case of the first Governor, Deputy Governor 
and Assistant Deputy Governor, for such ,shorter 
period as the Governor in Council may determine. 

(2) The first Governor, Deputy Governor and 
Assistant Deputy Governor shall be appointed and 
their salaries shall be fixed by the Governor in 
Council and thereafter appointments shall be made 
by the directors with the approval of the Governor 
in Council. ' 

(3) Except 8S provided in the next preceding 
subsection the Governor, Deputy Governor aDd 
Assistant Deputy Govemor shall, subject to the ap
proval of the Governor, in Council, receive sucli 
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salaries as the directors from time to time determine, 
but no such remuneration shall be in the form of a 
commission or be computed by reference to, the 
,income or profits of the Bank. 

(4) The Governor. the Deputy Governor and the 
Assistant Deputy Governor shall on the expiry of 
their terms of office be eligible for re-appointment. 

(5) The Governor, Deputy Governor and Assist
ant Deputy Governor shall each hold office for the 
aforesaid term during good behaviour. 

DI1lI!CTORS. 

9. (1) Notwitltstanding anything contained in 
.section .ten of this Act. the first, or provisional, 
dire<:tors of the Bank shall be the following members 
-of the Civil Service of Canada, namely, The Deputy 
,Minister of Finance ; The Counsellor of the Depart
mentof External Affairs; The Comptroller.Govern
ment Guarantee 'Branch; The Comptroller of ,the 
Treasury; The Comptroller of Currency; The 
Director of Estimates and Assistant Secretary to the 
~reasury Board; and The Solicitor to the Treasury, 
y.,ho shall remain in office uptil replaced by directors 
duly elected in their stead at the first general meeting 
of shareholders. The ,said first or provisional direc
torS'shall Serve without remuneration. 
" '. (2) At the first general meeting of shareholders 
aforesaid, directors shall be .elected for terms to run 
as follows: one until the third anDual general meet
'irig. two until the fourth annual general meeting. 
t}vo uDtil the jifth annual general meeting and two 
unqI the sixth' annualgenerat' meeting respectively. 
... ', (3) The.::eafter directors o;hall be elected ,by the 
shareholders at annual general meetings a.nd shall 
hold office for terms of live years. 

(4) In the event .of Ii vacancy amongst the 
dire<;tors the B.oard o;haU appoint a qualified person 
'toholef office untli'the pext annual general meeting, 
when the shareholders shall elect !l person to fill the 
vacancy. for the remainder of the term. 

. (5) The directors shail on the expiry of their 
terms of office be eligible for re-election. 

H!. (I) No perso~ except a shareholder who is 
the registered owner of ten shares of the capital stock 
an!! vyho has paid all calls thereon shall be elected 
or'shall continue to hold office as a director. 

(2) The directors shall be selected from diversi-' 
fie!! occupations, but no person shall be eligible to be 
.: director who is a director, officer or employee of a 
chartered bank and any person nominated for election 
as a director who is a shareholder of a chartered bank 
shall if elected divest himself of ownership of his 
shares with three months of the date of his election 
and shall not· thereafter during the period of his 
office have an interest. either directly or indirectly, 
as' a shareholder in a chartered bank. 

, (3) No person shall be elected or shall continue 
to hold office as a director. who-

. ' (a) is not a British subject ordinarily FeSident 
in Canada ; or' . 

(b) is employed in any capacity in the public 
service of Canada or of any Province of Canada 
or holds 'any office or position for which any 
l!alarY. or o~~ remun~ti~D i~ payable out of 
public moneys or . 

ee), 1w; reached the. age, of ~venty-five years. 
(4) If, any, director, in the opjl/ioll o( the ];loard. 

bec<:Wles permanently i'l£apac;i~t~. he IIJl!Y, be. re
III.C?v~ f.r.om qffi"e.by. ~e59lutio~ <\f tile Bqard, app~-oyed 

. bit tJm. GQvernqr in, <;:0Ul)l:il. 
U. The directors shall be entit!led to receiV& for 

. attendance. at· directors', meetings and executive- «!Om
mittee 'meetings, such £ee& as, may, be fixed by the 
;Board, and approved> at a general meeting, but the 
aggregate amount of the fees paid to an dir<lctors, 
.'exclusive of, expenses; shall not exceed twenty 
'thousand dollars i'! any year_ 

II!. The. members of, the.. Board, shallCSe1eot, a 
,clIairman of the Board from amongst their, number. 

JlXllCllTlVB COIUU"lTllll 

,13. (I) There shall be an Ezecutive Committee 
,of the Board; consisting of the Governor, the Deputy 
Governor and one director selected by the Board. , 

(2) In addition. to the Members of the Executive 
Committee 89 constituted by subsection one of this 
section, the Deputy Minister of Finance or, in case 
of his absence or incapacity at any time, such other 
officer of the Department of Finance as the Minister 
may nominate for the time being shaU be by virtue 
of his office or of such nomination, as the case may 
be, a member of the Executive Committee, hut shall 
Jiot have the right to vote. 

(3) The Executive Conunittee shall be competent· 
to deal with any matter within the competence of the 
Board but every decisiOll of the commi ttee shall be 
aubmitted to the Board at ita next meeting. 

(4) Except whEn the Boud is in seaaion the 
Executive Committee shall determine the minimum 
,rates at which .the Bank is prepared to discount or 
rediscount bills or 10 make advances and the Bank 
.shall . at all times make public the rates at which 
it is prepared to discount or rediscount bills or' to 
make advances. 

(5) The Executive Committee shall keep full 
minutes of its proceedings, which shall be submitted 
to the Board at its next meeting. 

14. No action or decision of the Board fA 
Directors, or of the Executive Committee. shall have 
any eJJect unless the same is concurred in by the 
Governor, or in his absence or incapacity, by the 
'Deputy Governor • 

BANK SrAPlf 
!S. {I ) Such other dflicers. 'Clerlanmd etnployees • 

-may be employed as in the opinion til the Executive 
Committee lIJl!y be necessary. 

(2) In the case of officers. clerks and ~mployees 
of the Bank who at the date of appointment were 
officers, clerks or employees of the Civil Service of 
Canada, the salaries to be paid by the Bank shall be 
at rates not less than tbe rates which such persons 
were receiving in the Civil Service. 

(3) Any officer. clerk or employee tnentioned in 
subsection two of this section who was a contributor 
under the provisions of the Ci .. il Se.."iee Superan
nuation Act, chapter twenty-four of the Revised 
Statutes of Canada, 1927. may continue as a contri
butor under the provisions of the said Superannuation 
Act for a period not exceeding one year after the 
date of his appointment by the Bank, and shall 
during such period continue his contributions to the 
Civil Service Superannuation Fund and the Bank 
shall during the S!'id period contribute to the said 
Fund a .like amount. Subject to the provisions of 
subsection four of this section, at the expiration 
of one year after the date of the appointment by the 
Bank of any such officer, clerk or employee his 
benefits under the provisions of the said Superannua
tion Act shall be calculated and determined as of the 
date of the expiration of the said year as if he had 
at that time retiyed from the Civil Service by reason 
of abolition of his office, in which case the enjoyment 
of the said benefita shall he deferred until such time 
88 he leayes, the service of the Bank. 

(4) Upon the said officer,. clerk or employee 
becoming a contributor to or participant in any 
pension scheme which the Bank ma, establish he 
may elect either-

(i) to have his lleDelits under the provision" 
of the said SUperannuation Act calculated and 
determined as at the date of his becoming a 
contributor to or participant in .. ny pension 
scheme which the Bank may establish or lit the 
m<piratioD of one year from the date of his 
appointment as aforesaid, whichever shall first 
occun; in which, case the enjoyment of the said 

. bene6ta, shall be deferred until such time 89 he 
leaves the 5el"Vice- of the Bank; or 
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(ii) to waive his right to any payment or 
benefit under the said Superannuation Act and in 
that case his period of service in the Civil 
Service shall be counted as service with the Bank 
for the purposes of the Bank's pension scheme 
to the extent that such service would have 
counted under the said Superannuation Act. 
The Governor in Council and the Bank may 
enter into an agreement as to the amount to 
be paid to the Bank with reference to the 
assumption by the Bank of liability under its 
pension scheme with respect to the said period 
of service in the Civil Service. The Moinister 
may pay the amount agreed upon out of any 
unappropriated moneys in the Consolidated 
~evenue Fund, which shall be recorded as a 
payment from the said Superannuation Fund, 
and the Bank shall pay the said amount into its 
Pension Fund. 
(5) The Governor in Council may make such 

regulations as may be deemed necessary to give effect 
to the provisions of subsections three and four of this 
'section. 

(6) The Board may by by-law establish a pension 
fund for the officers, clerks and employees of the 
Bank and their dependents, and may contribute to 
it out of the funds of the Bank, and such pension 
fund shall be invested in securities in which a trust 
company may invest under the Trust Companies Act. 

16. Every director, officer, clerk and employee 
o()f the Bank shall before entering upon his duties take 
before a Justice of the Peace or a Commissioner for 
taking affidavits, an oath of fidelity and secrecy in 
the form prescribed in Schedule A to this Act. 

CAPITAl. AND SBARJIS 

17, (I) The capital of the Bank shall be five 
million dollars but may be increased from time to 
time pursuant to a resolution passed by the Board 
and ratified at a meeting of shareholders and approved 
by the Parliament of Canada. 

(2) The capital shall be divided into shares of 
fifty dollars each, represented by share certificates, 
which shall be offered by the Minister at not less 
than par for public subscription in Canada and shall 
be allotted by him to persons eligible to hold shares, 
in such ml\.nner as he may in his discretion determine. 

(3) In the event of any of the shares (whether of 
the original or any subsequent issue) not being 
subscribed for by the public within a reasonable 
period the Minister shall subscribe for such shares, 
and notwithstanding any other provision of this Act, 
payment for the same shall be made out of the 
Consolidated Revenue Fund. 

(4) The Minister shall from time to time offer 
shares held by him or shares representing any 
increase of 'capital for subscription by the public at 
not less than par, whenever in the opinion of the 
Minister it is desirable to do so. 

(5) The stirn of twelve dollars and fifty cents, 
or stich greater amount as the Minister may deter
mine, shall be payable in respect of each share on 
application, and the balance shall be paid in one or 
more instalments within such period thereafter, not 
exceeding twelve months, as may be fixed by the 
Minister. 

(6) Shares held by the Yinister shall b. 
registered in his name and he shall be entitled to 
vote in respect of such shares. 

(7) The liability of every shareholder shall be 
limited to the amount for the time being uupaid in 
respect of shares held by such shareholder. 

(8) Shares JUay be held only by or for !!he 
beneficial ownership of British subjects ordinarily 
resident in Canada, or corporations organized under 
the laws of the Dominion of Cauada or of any pro
vince and controlled by British subjects ordinarily 
resident in Canada but not more than fifty shares 
shall be held by or for the benefit of auy one person 
other thau the Minister. 

(9) The Bank sha1I open and maintain one or 
more share registry offices at places to be designated 
by the Board. 

18, (I) No shares of the capital stock of the 
Bank shall be held by or for the benefit of any 
chartered bank or any director, ollicer, clerk or 
employee of any such bank, and no chartered bank 
shall have any interest, directly or indirectly or 
through the medium of any officer, clerk, employee 
or other person, in any share of the Bank. 

(2) On the last day of J anusry in each year the 
General Manager of every chartered bank shall 
transmit to the Minister a statement in the form of 
Schedule"B to this Act that he has duly inquired and 
has found that no share of the Bank nor any interest 
therein is or has been during the preceding year 
held by or for the chartered bank contrary to the 
provisions of this section, or as the case may be. 

19, If shares are held by a person not eligible 
to hold shares or if shares in excess of fifty are held 
by one person, the Governor shall require the share
holder to transfer or dispose of the shares or the 
shares in excess of fifty, as the case may be. If a 
sharehQlder fails to comply with this requirement 
within three months, the shares in question shall 
ipso facto on the expiration of three months from the 
mailing at Ottawa by registered mail of such require
ment in the form of a notice in writing by the 
Minister to such shareholder be· forfeited to the 
Crown and shall be registered in the DBme of the 
Minister without fnrther proceedings or formality, 
and may be sold by the Minister and the proceeds of 
any such sales shall be deposited in the Consolidated 
Revenue Fund. 

COMMIINCi!MIlNT OF BUSINESS 

20, (1) Whenever the capitsl stock of the Bank 
has been subscribed and payment in money made to 
the amount of twelve dollars and fifty cents per 
shape, or such larger amount as the Minister deter
mines, the Minister, when authorized by the 
Governor in Council, may issue a certificate author
izing the Bank to commence business on a date to 
be fixed therein. 

(2) The Bank shall not issue notes or otherwise 
engage in business until the date fixed in such 
certificate except to do what is necessary or advisable 
to enable it to commence business on the said date. 

BUSINI!SS AND POWl!RS OF TIm BANK 

21. (1) The Bank may-
(a) buy and sell gold, silver, nickel and 

bronze coin and gold and silver bullion ; 
(b) effect transfers of funds by telegram,. 

letter or other method of communication, and 
buy and sell transfers effected by such means, 
trade acceptances, bankers' acceptances, bankers' 
drafts, and bills of exchange drawn in or on 
places outside of Canada and having a maturity 
not exceeding ninety days excluding days of 
grace, or not exceeding niuety days after sight 
excluding days of grace, from the date of 
acquisition by the Bank ; 

(e) buy and sell or rediscount short term 
securities issued or guaranteed by the Dominion 
of Canada or any province, having a maturity 
not exceeding two years from the date of 
acquisition by the Bank; 

(<I) buy and sell securities issued or guaranteed 
by the Dominion of Canada or any province, 
having a maturity exceeding two years from the 
date of acquisition by the Bank but the Bank 
shall at no time hold such securities (exclusive 
of secnrities transferred to the Bank under 
pa:ragraph (e) of subsection three of section 
twenty-five) of a par value in excess of three 
times the amount of the paid-up capital of the 
Bank; 
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(e) buy and sell short term securities issued 
by the United Kingdom, any British Domini?n, 
the United States of America, or France. haVIng 
a maturity not exceeding six months from the 
date of acquisition by the Bank ; . 

U) buy and sell securities issued by the U ~ted 
Kingdom or the United States of Amenca, 
having a maturity exceeding six months from 
the date of acquisition by the Bank, but the 
Bank shall at no time hold such securities in 
excess of one-half of the amount of the paid up 
capital of the bank: 

(g) buy and sell or rediscount bills of exchange 
and promissory notes endorsed by a chartered 
bank drawn or issued in connection with the 
production or marketing of goods, wares and 
merchandise as defined in The Bank Act, except
ing those mentioned in paragraph (h) of this 
snbsection, and having a maturity not exceeding 
ninety days excluding days of grace, or not 
exceeding nine.ty days after sight excluding days 
of grace, from the date of acquisition by the 
Bank; 

(h) buy and sell or redisconnt bills of exchange 
and promissory notes endorsed by a chartered 
bank, drawn or issued in connection with the 
production or marketing of products of agricul
ture, the forest, the quarry and mine, or the 
sea, lakes and rivers, as defined in T h. Bank 
Act, and having a maturity not exceeding one 
hundred and eighty days excluding days of grace 
from the date of acquisition by the Bank: 
Provided that the Bank may by regulation limit 
to a percentage of its total assets the amount of 
such paper having a maturity in excess of ninety 
days excluding days of grace but not exceeding 
one hundred and eighty days excluding days of 
grace, from the date of acquisition by the Bank; 

(I) make loans or advances for periods not 
exceedi!lg six months to chartered banks or to 
banks incorporated under the Quebec Sa"ings 
Banks Act on the pledge or hypothecation of the 
foregoing classes of securities, bills of exchange 
or promissory notes, or of Canadian municipal 
securities, or of securities issued by a school 
corporation or parish trustees. or of securities 
issued pursuant to the statutes of a province 
making provision for the payment thereof and 
the interest thereon by the province, or of gold 
or silver coin or bullion, or documents to title 
relating thereto ; 

(;) make loans or advances for periods not 
exceeding six months to the Dominion govern
ment or the government of any province on the 
pledge or hypothecation of readily marketable 
securities issued or guaranteed by the Dominion 
of Canada or any province ; 

(k) make loans to the . Dominion Government 
or the government of any province, but such 
loans outstanding at anyone time shall not, in 
the case of the Dominion Government, exceed 
one-third of the estimated revenue of such 
government for its fiscal year, and shall not in 
the case of any provincial government exceed 
one-fourth of sucli government's estimated 
revenue for its fiscal year ; and such loans shall 
be repaid before the end of the first quarter after 
the end of the fiscal year of such government ; 

(I) for the purpose of its open market opera
tions, buy and sell in the open market from or 
to any person, either in or outside of Canada, 
securities, cable transfers, bankers' acceptances, 
and bills of exchange of the kinds and maturities 
defined in, and subject to the limitations, if any, 
contained in, paragraphs (b). (el, (d), (el, (g) 
and (h) of this $ubsection with or without the 
endorsement of a chartered bank ; 

(m) accept from the Dominion GoveTNDent or 
the government of any province or fiom any 
chartered bank or from any bank incorporated 

under the Quebec s.."jng. Banks Act deposits 
which shall no~ bear interest; 

(n) open accounts in a central bank in any 
other country or in the Bank for International 
Settlements and act as agent, depository or 
correspondent of such other central banks or the 
Bank for International Settlements; 

(0) acquire by purchase or lease and hold real 
or immovable property for the actual Use and 
occupation of the ;Bank in connection with its 
business and sell and dispose of the same ; 

(1') do anything .ancillary to alI or any of the 
above purposes. 
(2) The Bank may acquire from any chartered 

bank and hold any warehouse receipt, bill of lading 
and other security, held by such chartered bank 
pursuant to the provisions of The Ball" Act, as 
collateral security for the repayment of any bill of 
exchange or promissory note acquired by the Bank 
under the provisions of the next preceding sub
section; and the Bank may exercise every right and 
remedy in respect of such collateral security as 
could have been exercised by the chartered bank. 
aforesaid. 

22. The Bank shall not, except as authorized: 
by this Act, 

(a) engage or have a direct interest in any 
trade or business whatsoever; 

(b) purchase its own stock or the shares of any 
other bank except the Bank for In.ternational 
Settlements or make loans upon the security 
thereof ; 

(c) lend or make advances upon the security 
of any real or immovable property; provided 
that in the event of any claims of the Bank being 
in the opinion of the Board endangered, the 
Bank may secure itself on any real property of 
the debtor or any other person liable and may 
acquire such P.;OPerty, which shall, however, be 
resold as soon as practicable thereafter; 

(d) make loans or advances without security • 
(e) accept deposits for a fixed term or pay 

interest on any moneys deposited with the Bank ; 
(f) alIow the renewal of maturing Q1lls of 

exchange, promissory notes or other similar 
documents purchased or discounted by or pledged 
to the Bank; provided that the Board may make 
regulations authorizing in special circumstance& 
not more tha", one renewal of any such bill of 
exchange, promissory note or other document. 
23. (1) The Bank shall act as fiscal agent of 

the Government of Canada without charge and, 
subject to the provisions of this Act, by agreement, 
may also act as ban.ker or fiscal agent of the govern
ment of any province. 

(2) The Bank, if and when required by the 
Minister so to do, shall act as agent for the Govern
ment of Canada in the payment of interest and 
generally in respect of the management of the public 
debt of Canada. 

(3) The Bank shall not make any charge for 
cashing any cheque drawn on the Receiver General 
or on his account or for cashing any other instrument 
issued as authority for the payment of money out 
of the Consolidated Revenue Fund or upon any 
cheque drawn in favour of the Government of Canada. 
or any department thereof and tendered for deposit 
in the Consolidated" Revenue Fund. 

NOTIC 155m 

24. (I) On and after the day on which the 
Bank is authorized to commence business the Bank' 
shall, except as provided in The Bank Act, have the 
sole right to issue notes payable to bearer on demand 
and intended for circulation in Canada and may, 
subject to the provisions of section twenty-six of 
this Act, issue such notes to any amount. Snch notes· 
shall be legal tender, and shall be the first charge' 
upon the assets of the Bank. 

(2) It shall be the duty -of the bank to mak'" 
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.adequate arrangements for the issue of its notes at 
its head office and at its branch offices and agencies 
in Canada, and to supply such notes as required for 
circulation in Canada. . 

(3) Notes of the Bank shall be in such denomina
tions as the Governor in Council from time to time 
determines and shall be signed by two persons 
nominated by the Board. Facsimiles printed from 
engravings may be substituted for signatures in the 
proper handwriting of one or botb persons nominated 
to sign, but if both of the signatures are printed 
then a distinguishing device and serial number shall 
be printed on each note after the notes have been 
delivered by the printer and engraver to the..Bank 
and while in the custody of the officers of the Bank. 

(4) The form and material of the notes shall be 
subject to approval by the Minister: Provided that 
notes in either the English or the French language 
shall be available as required. 

(5) The Bank shall not re-issue notes which are 
torn, partially defaced or soiled and provision may 
be made by the Bank for the disinfection and sterili
zation of notes before re-issue. 

JUIDltMPTION OF NOTIIS. 

25. (I) The Bank shall sell gold to any person 
who makes demand therefor at the head office of the 
Bank and tenders the purchase price in legal tender, 
but only in the form of bars containing approximately 
four hundred ounces of fine gold. 

(2) The Governor in Council, from time to time 
and for snch period as he may deem desirable, may 
suspend the operation of the next preceding snb
section and remove such snspension. 

(3) On the day on which the Bank is authorized 
to commence business the Minister shall transfer 
to the Bank 

. (,,) gold held by the Minister for redemption 
of Dominion notes ; . 

(b) silver held by the Minister for redemption 
of Dominion notes valued at the market price of 
the fine silver content thereof ; 

(c) securities of the Dominion of Canada 
bearing interest at three per centum per annum, 
payable half-yearly and having a maturity not 
exceeding five years, valued at par : 

to the amount of Dominion notes outstanding on 
that day, except notes issued under the authority nf 
the FI",,"ee Act. 

(4) On and after the day on which the Bank is 
authorized to commence business the Bank shall be 
responsible for the redemption of all .DominiQn notes 
then issued and outstanding and such notes shall be 
and continue to b~ legal tender. 

(5) On the day on which the Bank is authorized 
to commence bnsiness, the chartered banks shall 
repay all advances then outstanding under the 
Fi"""e. A ct. 

(6) The Minister, for the purposes of paragraph 
.(e) of subsection three of this section, is authorized 
to issue .ecurit'es un~er the provisions of Tire 
Consolid"ted R..,."ue ""d Audit Act, 1931, and 
payment of t1->e princinal of and interest on such 
securities shal1 be made out of the Consolidated 
:Revenue Fund. 

llltS1!RVl!S. 

26. (1) The Bank shaU always maintain a 
reserve, as hereinafter provided, as security against 
its outstanding notes and deposit liabilities. 

(2) The reserve nquired by this section to be 
maintained sbAn consist of gold coin and bullion in 
the unrestricted ownership of the Bank equal to an 
amount not leS!! tha" twenty-five per centum of the 
notes and deposit liabilities aforesaid; and may in 
addition include 

(,,)silver bullion received from the Minister 
under tbe ne"t nrecerlin~ section or purcbased 
under the authority of subsection four bereof, 

valued at the market price of the tine silver 
content thereof; and 

(b) foreign exchange, which shall mean 
(i) balances wit.h the Bank of England, the 

Bank for International Settlements, the Federal 
Reserve Bank of New York, and a central 
bank in any country whose currency by law 
and in fact is convertible on demand at a fixed 
price into exportable go'd ; 

(il) Treasury bills or other obligations of the 
United Kingdom or the United States of 
America having a maturity not exceeding 
three months from the date of acqnisition by 
the Bank: 

(Iii) Bills of exchange having a maturity not 
exceeding ninety days excluding days of 
grace, or not exceeding ninety days after 
sight excluding days of grace from the date of 
acquisition by the Bank payable in London 
or New York or in a country whose currency 
by lllw and in fact is convertible on clemand 
at a fixed price into exportable gold, 

less any liabilities of the Bank payable in the 
currency of the United Kingdom, the United 
States of America, or lIny country, whose 
currency is by law and in fact convertible on 
demand at a fixed price into exportable gold. 
(3) At the request in writing of the Board, the 

Governor in Council may suspend the operation of 
this section insofar as it requires the Bank to main
tain a reserve of gold equal to an amount not less 
than twenty-five per centum of its notes and deposit 
liabilities. Such suspension shall be for snch period 
not exceeding sixty days as may be specified by the 
Governor in Council, but on the further request in 
writing of the Board may be extended from time to 
time for further periods not exceeding sixty days 
each, provided, however, that no such suspension 
shall continue for a period longer than one year 
without the sanction of Parliament. 

(4) The Bank shall during the years 1935, 1935 
and 1937 purchase and hold newly-mined Canadian 
silver as and when required so to do by the Minister 
but the Bank shall never be required to purchase 
more than 1,671,802 fine ounces in any year. 

1lIlSJ!1lVl! OF CHAllTJtllJtD BANKS. 

27. (1) Every chartered bank shall on and after 
the day on which the Bank is authorized to com
mence business maintain a reserve of not less than 
five per centum of its deposit liabilities within 
Canada and such reserve shall consist of a deposit 
with the Bank and of notes of the Bank held by 
such bank. 

(2) For the purposes of this section, every 
chartered bank shall make a return to the Bank to 
be signed by the chief accountant or acting chief 
accountant and by the general manager or acting 
general manager of such bank, showing the amouut 
of its deposit liabilities within Canada and also the 
amount of its deposit with the Pank and the amount 
of the notes of tbe Bank held by such bank, at the 
end of each juridical day of the month last preced
ing the date of the return, and showing for the 
month the daily average amount of such dep",it 
with tbe Bank and of the notes of the Bank held by 
such bank. Such retorn shall be delivered or trans
mitted to the Bank at the same time as the retunt 
to the Minister, pursuant to section one hundred 
and twelve of The Blllnk Act, is transmitted or 
delivered. 

(3) The daily average amount of depo<it liabili
ties within Canada for eacb cbartered bank shall be 
the basis of determining the amonnt of the reserve to 
be maintained by .uch bank during the month next 
followinlr ~he month in which such return was made. 

(4) If any chartered b~nk knowingly makes 
default in complying with the re<\uirements of this 
section, it shall be liable to a penalty at the rate of 



62 RESERVE BANK INAUGURATION NUMBU 

ten per centum per annum of the amount of defi
ciency for each day of which there is a deficiency 
in the amount of the reserve maintained by the 
chartered bank, and such peualty shall be payable 
to the Bank and recoverable by it ~v civil action. 

(5) For the purpose of this section the Bank may 
authorize the Inspector General of Banks or one of 
its own officers to make an inspection of the books, 
accounts and documents of any chartered hank, and 
the chartered bank shall give the Inspector General 
or such officer access to the books, accounts and 
documents of the bank for such purpose, and if the 
Inspector General or officer is obstructed or delayed 
in making an inspection the chartered bank shall he 
guilty of an offence and liable on summary convic· 
tion to a fine of one hundred dollars for each. aud 
every day during which the obstruction Or delay 
continues. 

(6) In the event of the property and as~et5 of 
the Bank being insufficient to pay its ·l.bts and 
liabilities, and if the Bank suspends paym~nt of any 
of its liabilities, the deposit made hereunde;- by every 
chartered bank is hereby guaranteed, and the 
Governor in Council, on the recommendation of the 
Minister of Finance, shall authorize payment out of 
the Consolidated Revenue Fund of such moneys as 
may be necessary to implement such guarantee. 

(7) Every bank incorporated under the Quebec 
Savings Banks A cf shall maintain against its deposit 
liabilities such reserves in the form of notes of the 
Bank or deposits with the Bank or a chartered bank 
as may be deemed to be sufficient by the Bank and 
sball furnish such information as may be required 
by the Bank from time to time to satisfy it tbat such 
reserves are so maintained. 

SURRENDER OF GOLD. 

28. (1) Every chartered bank shall, on the day 
on which the Bank is authorized to cotnmence busi
ness, transfer to the Bank all gold coin or bullion 
owned and held by it in Canada. 

(2) The Governor in Council may from time to 
time thereafter require every chartered bank or 
every other person to transfer to the Bank any or 
all gold coin or bullion held in Canada which is 
owned by such chartered bank or by such other 
person ; and the Governor in Council may authorize 
all measures deemed necessary or expedient to 
enforce any such transfer and to impose and recover 
penalties in respect of any neglect or refnsal to make 
any transfer so required. 

V.\I.U.\TION OF GOLD. 

29. Whenever gold is sold by, transferred to, 
held as reserve by, or deposited with the Bank pur
suant to snb-sections one or three of section twenty
five, section twenty-six, or section twenty-eight of 
this Act, the value of the said gold shall be computed 
on the basis established by the Currency Act at the 
date of the relevant transaction. 

30, Any ,profits resulting from the sale by the 
Bank of gold coin and bullion transferred to the 
Bank pursuant to subsection three of section twenty
five, or section twenty-eight of this Act, or from an 
increase in the value of such gold resulting frOnT 
any change in the monetary standard of Canada 
shall be paid by the Rank to the Receiver General 
for the Consolidated Re"enue Fund: Provided, how
ever, that the afores3id provisions of this section 
shall not apply in the ca .. of gold transferred under 
subsection one of section twenty-eight, if the 
Governor in Council is satisfied that the said gold 
was at the time of the transfer being held by a 
chartered bank a.l(ain5t 1i.I,ilities elsewhere than in 

• Canada, and in sucb ("8se the said profit shall belong 
to the chartered bank. 

PROF[T~ 0:: THE BANK. 

31. The Bank shall establish a rest fltnd and 
after making sud! provision as the Board thinks 

proper for bad and doubtful debts, depreciation ill 
assets, pension funds and all such ma tters as Bra 
properly provided for by banks and after deducting 
an amount equal to four and one-half per centumo 
of the paid-up capital which may be utilized for the 
payment of cumulative dividends at a rate of four 
and one-half per centum per annum, payable half
yearly, the ascertained surplus available from the 
operations of the Bank during each financial year 
shall be applied by the Board as follows: 

(a) If the rest fund of the Bank is less thaD 
the paid-up capital, one-third of such surplus 
shall be allocated to the rest fund and the residue 
shall be paid to the Receiver General and placed 
to the credit of the Consolidated Revenue Fund' 

(b) If the rest fund is not less than the paid: 
"P capital but is less than twice the paid-u~ 
capital, one-tenth of such surplus shall be 
allocated to the rest fund and the residue shall 
be paid to the Receiver General and placed to
the credit of the Consolida ted Revenue Fund ; 

(e) If the rest fund is not less than twice the 
paid-Up capital, the whole of such surplus shall 
be paid to the Receiver General and placed to
the credit of the Consolidated Revenue Fund. 

AUDIT. 

32. (I) For the purpose of auditing the affairs. 
of the Bank, the Minister shall appoint two audi
tors, eligible to .be appointed as auditors of a 
chartered bank, who shall continue to act as auditors. 
until the first annual general meeting. 

(2) The shareholders at each annual general 
meeting shall appoint two auditors, eligible to be 
appointed as auditors of a chartered bank, but no 
person shall be eligible for appointment if he or any 
mem/>er of his firm has been auditor for two succes
sive years during the three next preceding years. 

(3) If any vacancy occurs in the office of auditor 
of the Bank, notice thereof shall forthwith be given 
by the Bank to the Minister, who thereupon shaII 
appoint some other auditor eligible to be appointed 
as an auditor of a chartered bank to serve until the 
next annual general meeting. 

(4} No director or officer of the Bank and n' 
member of a firm of auditors of which a director is 
a member shall be eligible for appointment as an 
auditor. 

(5) The Minister may from time to time require 
the auditors to report to him upon the adequacy of 
the prgcedure adopted by the Bank for the protec
tion of its creditors or shareholders and as to the
sufficiency of their own procedure in auditing the 
affairs of the Bank; and the Minister may, at his 
discreti()n, enlarge or exend the scope of the audit, 
or direct that any other procedure be established or 
that any other examination be made by the auditors 
or by the Inspector-General of Banks as the public 
interest may seem to require. 

(6) A copy of every report made by the auditors 
to the Bank under this section shall be transmitted 
to the Minister by the auditors at the same time u 
such report is transmitted to the Bank. 

JUlTUKNS. 

33. (1) The Bank shall as soon as practicable
after the close of business on Wednesday of each 
week, make up and transmit to the Minister in the 
form of Schedule C to this Act a statement of its 
assets and liabilities as at the close of business on 
that day. 

(2) A copy of every such statement shall be 
published in the next succeeding issue of the
Canada Gu.U •• 

(3) The Bank shall also as soon as practicable 
after the close of business on Wednesday of eaelr 
week, make up and transmit to the Minister a state
ment of the amollnt of its notes in cireulation on 
each business day during the preceding seftIl day 
period. 
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(4) The Bank sha1l on or hefore the seventh 
day of each month make up and transmi~ to the 
Minister in the form of Schedule C to this Act a 
statement of its assets and liabilities on the last 
business day of the preceding month. 

(5) Every return required under the last pre
ceding subsection shall be accompanied by declara
tions which shan. be a part of the return, and the 
declarations shall he in the form set forth in 
Schedule C to this Act. and shall be signed by the 
Chief Accountant or by the Acting Chief Accountant, 
and by the Govemor or the person then acting as 
Governor, and by the Deputy Govemor or the 
Assistant Deputy Govemor or other principal officer 
next in authority to the Assistant Deputy Govemor 
at the time at which the declaration is signed. 

(6) The Govemor in Council may from time to 
time, a~ he deems nec~ry, amend the form of 
ScheduleC to this Act. 

34. (1) The fiscal year of the Bank shall he the 
I:Illendar year. 

(2) Within six weeks after the end of each fiscal 
rear, the Bank shall transmit to th.e Minister a state
ment of its accounts for the fiscal year, signed by 
the Govemor, the Deputy Govemor and the Chief 
A.ccountant of the Bank and certified by the 
A.uditors, in the form prescribed by the by-l a \\"5 of 
the Bank. 

(3) A copy of the accounts so signed and certified 
,hall be forthwith published in the Canada Gazette, 
IUd if Parliament is then sitting, shall within 
fourteen days after the receipt thereof by the 
Minister be laid before Parliament, or if Parliament 
S not sitting, it shall be laid before Parliament 
within fourteen days after the commencement of the 
,ext ensuing session thereof. 

35. The Bank shall within sixty days after the 
ond of each fiscal year transmit to the Minister a 
ist of the names, addresses and descriptions of the 
Ihareholders of the Bank at the end of the year, and 
)f the number of· shares then held by each share-
101der. Such list shall, if Parliament is then sitting, 
)e laid before Parliament by the Minister within 
'ourteen days after the receipt thereo(, or if iParlia
nent is not sitting. it shall be laid before Parliament 
lVithin fourteen days after the commencement of the 
,ext ensuing session thereof. 

MKIITINGS. 

36. (1) The annual general meeting of share
,olders shall be held on the last Tuesday of 
,ebruary in each year at the head office of the Bank. 

(2) A special general meeting of the shareholders 
nay he called at lIny time by the Board and shall 
~ called by the Board whenever a request for such 
neeting is ·made in writing by not less than one 
Ilundred sharellolders, holding not ,less than one 
Ihousand .hares. 

(3) Every shareholder shall have one vote for 
,ach share re~tered in his name for at least three 
nonth. before the date of the meeting, but no person, 
)ther than the Miniser shall vote for more than fifty 
iliare •. 

(4) The voting of the sharellolders shall, in the 
:ase of the election of directors, he by ballot. No 
~erson shall vote by proxy except that any share· 
~older may give to the Minister, in writing, instruc
tions as to the manner in which he desires to vote 
)n any business of the meeting. In any such case 
the Minister shall inform the scmtineers appointed at 
the meeting of the instructions so received and the 
!Crutineers shall record the vote of each such share
~older in accordance with the instructions so given. 

(5) Notice of every general meeting of share
Itolders shall be given to every shareholder in 
writing, and such notice shall be accompanied by 
notice of all businesS to be transacted at such meet
ing, including the names if any of persons nominate<l 
as directors, and no person shall he eligible to be 

elected as a director unless notice of his Domination 
has beeIi. so giyen. 

OPFI!NCKS AND PBNAJ,TlJIS. 

37. Every person who holds office or continues 
to hold office as Governor, Deputy Governor, 
Assistant Deputy Governor or director of the Bank, 
knowing that he iii not eligible for such office, shall 
be guilty of an indictable offence and liable to im
prisonment for not more than three years and not 
less than three months. 

38. Every director, officer or auditor of the 
Bank who verifies any statement, account or list 
required to be furnished to th~ Minister pursuant to 
the provisions of this Act, or who has to do with the 
delivering or transmitting of the same to the 
Minister, knowing the same to he false in any 
material particular, shall be guilty of an indictable 
offence and liable to imprisonment for not more_ than 
five years and not less than six months. 

39. Any officer of a chartered bank who 
transmits any statement to the Minister pursuant to 
the provisions of this Act or who has to do with 
preparing or transmitting the same to the Minister 
knowing the same to be false in any material parti. 
cnlar, s1!.all be guilty of an indictable offence and 
liable to imprisonment for not more than two years 
and not less than three months. 

40. Any officer of the Bank of any officer of a 
chartered bank or any other person who fails or 
omits to comply with any provision of this Act shall 
be guilty of an offence and, unless otherwise pro
vided by this Act, shall be liable on summary con
viction to a fine of not less than one hundred dollars 
and not more than five hundred dollars. 

LIQUIDATION OR WINDING UP. 

41. No statute relating to the insolvency or 
winding-up of any corporation shall apply to the 
Bank and in no case shall the affairs of the Bank 
be wound up unless Parliament so provides; pro
vided, however, that if provision is made for 
winding up the Bank the notes of the Bank out
standing shall be the first charge upon the assets 
and in no case shall the sharellolders receive any 
payment in excess of the paid-Up capital of the Bank 
and accrued dividends, if any. 

ORGANIZATION I!XPItNSES. 

-42. All moneys required to he expended ill 
connection with the organization of the Bank before 
the day on which the Bank is authorized to com
mence business not exceeding one hundred thousand 
dollars, or in connection with the issue of increased 
capital stock. shall be paid out of any unappropriated 
moneys in the Consolidated Revenue Fund, and shall 
be recoverable from the Bank as a debt due to the 
Crown at any time after the Bank has beeIi. autho. 
rized to commen~ business. 

BY-LAWS. 

43. (1) The Governor in Council shall make 
by-laws not repugnant to the provisions of this Act 
with respect to 

(a) the keeping of stock books, the recording 
of subscriptions and the enforcem~nt of payment 
hy snbscribers and shareholders of instalment« 
of capital due to t1,e Bank from such persons. and 
generally all questions relating to the obligations 
of the :Rank to the shareholders and of the 
shareholders to the Bank; 

(b) the transfer and transmission of shares; 
Ie) the declaration and payment of dividends; 
(d) the calling 10£ meetings of shareholders 

and of the Board and of the Executive Com
mittee, and what number of persons shall con,.. 
titute a quorum in each case, and how question. 
considered at Such meetings shall be detern>ined, 
and the nomination of directors and auditors, 
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and generally as to the procedure governing 
such meetings; and such by-laws may provide 
for the nomination of directors before any 
annual general meeting and what constitutes 
such Domination; 

(e) the duties and conduct of officers, clerks 
and employees of the Bank ; 

u) the form of the annual statement of 
accounts ; 

(g) generally as to the management and dis
position of the, stock, property and undertakings 
of the Bank. 
(Z) The Board may with the approval of the 

Governor in Council amend or repeal such by-laws 
or make others with respect to the matters mentioned 
in subsection one hereof. 

(3) Every by-law and every amendment or repeal 
thereof shall take effect when published in the 
C .... ada Gazette. 

SCHEDULE A. 
OATH OF FIDELITY AND SllclUlCY. 

I, .............................. do solemnly' swear that 
I will faithfully, truly and to the best of my judg
ment, skill and ability, execute and perform the 
duties required of me as a director (officer or 
employee as the case may be) of the Bank of Canada 
and which properly relate to any office or position 
in the said Bank 'held by me, 

I further solemnly swear that I will not com
municate or allow to be communicated to any person 
not legally entitled thereto any information relating 
to the affairs of the Bank, nor will I allow any such 
person to inspect or have access to any books or 
documents belonging to or in the possession of the 
Bank and relating ,1;0 the business of the Bank. 

SCHEDULE B. 
STATEMIlNT OF GENERAI, MANAGER. 

January 31st, 
To The H onouTable the Minister of Finance. 

Pursuant to section eighteen of the Bank of 
Canada Act, I have duly inquired whether any 
shares of the capital stock of the Bank of Canada 
have at any time -during the calendar year .. , .. , .. , ... 
been held by or for the benefit of (name of chartered 
bank) cOlltr;\lY to the provisions of the Bank 01 
Canada, Act •. and I have found that no shares were 
held by or for the benefit of (name of chart.red 
bank) (or as the case may be). 

G .... erlll Manager. 

SCHEDULE C. 
STATEMENT OF ASSETS AND LIABILITIES OF BANf£ 

OF CANADA AS AT 19 
LIABII.X'tIBS-

1. CAPITAl.. PAID UP •.. 
2. RSST Pt1ND 
3. N OTBS IN CmcUJ.At'loN 
4. DEPOSITS-

(4) Dominion Government ... 
(b) Provincial Governments 
(e) Chartered banks 
(d) Other 

Total 

5. LXABILlTRS P"YABLI IN STIJU.IHC.. U.S. 
AND FORBIGM Gol.n CURIlINClI8 

6. ALI. OTBIR LUBII.ITJIIS 

TOT'" 

Assns-
I. RlsIRv.-

Gold coin and bullion 
Silver bullion ... . .. 
Reserve in Sterling funda 
Reserve in U.S. funds ... 
Reserve in funds of otber 

ooa.ntriea OD a gold 
standard 

Total 

2. SUBSIDIARY CoIN 
S. DILLS DISCOUNTID

(a) Commercial DiUs 
(b) Agricultural Billa, etc. 
(e) Dominion GovernDifeDt 

Treasury Billa ... 
(d) Provincial Government 

Treasury Bi11. 

Total 

4. LoANS AND ADVANCBS-
(a) Dominion Government 
(b) Provincial G 0 v erDa 

menta ... 
Ie) Chartered Banks 

Total 

5. BUI.S BOUGHT IN ()PIN MARX'Y. 
6. I.HVE.~nfINTS-

(a) Dominion Government 
shorta1:erm secaritie. 

(e) Other Dominion Gov. 
ernment securities ... 

(d) Other Provincial Gov. 
ernment securities ... 

(e) United Kingdom, other 
British DomiDlons or 
United States long 
term secarities 

Total 

,. BANK PRI-JrllSRS 
8. AI.L OTHIR AssR'tS 

TOT'" 

Ratio of Net Reserve (Item 1 of Assets tea. Item 8 of 
Liabilities) to Note. and Deposit Liabilitie. : per centum. 

I declare that the foregoing return is correct 
according to the books of the Bank ; 

B.F., 
Chief Accountant, or acting Chief 
Accountant as the case may be) ; 

We declare that the foregoing return i. to the 
best of our knowl<:dge and belief correct, and shows 
truly and clearly the financisl position of the Bank, 
a. required by section thirty-three of the Bank of 
Canada Act. 

Place this 
A.B., 

day of ,19 . 

Governor (or person acting 88 

Governor as the case may be); 
C.D., 

Deputy Governor (Assistant De
puty Governor or officer next in 
authority as the case may be). 
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THE 

TRAVANCORENATIONAL BANK LTD~ 
(Incorporated in TravaDcore 1912) 

Head Office : ALLEPPEY 

MADRAS OFFICES: 

(1) 164. Broadway 
(2) 183. Mount Road and 
(3) Luz Comer, Mylapore 

" 

OTHER BRANCHES 

Year 

191:1 

1917 

1m 

1927 

108:1 

19M 

A1leppey KottaYllm Perumpavoor 
Calicut Kumbakonam Pollachi 
Cochin MlLdura Pudukottah 

. Devicolam MILDgalore Quilon 
Dindigul Munnar Salem 
Emakulam Ootacamund Srirangam 
Karaikudi Palghat Tiruvalla 

As on 28th February, 1935 

CAPITAL

Authorised 
Issued and Subscribed 
Paid-up 

RESERVE FUNDS 

TOTAL WORKING FUNDS EXCEED 

PROGRESS STATEMENT 

Paid-ur Reserve Deposits Investment OD 
Capita Fund. G. P. Note. 

._-_._---
18,000 Nil 19,000 Nil 

59,000 8,000 1,10,000 I Nil , 
2,80,000 K,OOO .,75,000 , 14000 

8,OV:,OOO 1,IO,OOCI 9.27,000 60'1,000 

',~.1JOO 2,00,000 86,69,000 6,SO,OOO 

8,76,000 1,50.000 78,90,000 12,48,000 
I , 

BOMBAY OFFICE: 

25. Church Gate Street 
fOrt, BOMBAY 

Trivandrum 
Trippunithura 
Trichinopoly 
Trichur 
Udumalpet 
Tirupur 
Virudhunagar 

Rs. 50.00.000 

20.00.000 
7.17,000 
2.50.000 

1,20.00.000 

., 

.. 

.. 

.. 

Casb Total "'orking 
Balance Capital 

211 88,000 

500 1,87,000 

15,000 7,17,000 

1,07,000 15,27,000 

5;86,000 58,18,000 

ll,80,GOO . 1,15,82,000 

All kind. 0' Banking Basiness done 

Chllfrmmi: Mllnaging Director: 

K. C. MAMMEN MAPPILLAI. B. A. K. C. EAPEN, B. A. 
" .~ 

t 
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IMPERIAL BANK OF INDIA 
CONSTITUTED UNDER THE IMPERIAL BANK OF INDIA ACT, 1920 

For the purpose of taking over the undertakings of the Bank of Bengal 
(established in 1806), the Bank of Bombay (established in 1840) 

and the Bank of Madras (established in 1843) 

Authori.ed Capital 

Paid-up Capital 

Rs. 11.25.00,000 

.. 5.62.50.000 

Ree"e Fund Rs. 5.35,00,000 

Ree"e Liability of Shareholder... 5,62,50.000 

Local Head Office.: 

BOMBAY • . . CALCUTTA • • • MADRAS 

BANKING FACILITIES OF EVERY DESCRIPTION 
P£$HA'NAII 0 OSRIN.o1II5. 

°RAWALPINDI 

i.YALLPI.IIIO 

OquE,rA 

lAHtmEoO AMRITSM 

OMVtTAN 
O.J/IIII.A 

ONAlNITAL 

OD£UII 

olJAllJiEUNS 
O/JI8INJGAI1H 

• 

QAHIIlDAlJA/)OIJ.A/AIN OIA'TNt DMlII8HI 0 OA.sMII'IC¥. 

011",,0' 1N00Ri 0 OSHtII+CI. O.,V8IJ1JlPORI 0 ceA 

-.. 

• BOMBA 
OPOONA 

Two hundred Branches and Sub·Offices throughout India and Burma. 

EXECUTOR AND TRUSTEE BUSINESS 
UNDERTAKEN. 

Copiee of Condition. of BWlineu obtainable at any 
oIIice of the Bank. 

SAVINGS BANK ACCOUNTS OPENED 
AT INTEREST. 

Depooito wilhduwable on demand. Ru!. 01 Buar 
DeN can be obtained on application. 

Income-Tax Returns prepared and Claims made on behalf of Constituents 

Under the Imperial Bank of India (Amendment) Act, 1934 

THE BANK IS NOW AUTHORISED TO UNDERTAKE FOREIGN 
EXCHANGE OF ANY DESCRIPTION 

London Ol/ice: 25, OLD BROAD STREET, E. C. 2. 
-' 

PriJlted(ottbe Art Praa. lID. British IIsdiaD Stnet) ad Published for lDdiu pinencial JOIII'II&Ie Ltd.. 
and Edited by P. a. SriDivu. lID. Britlah lDdiu _, Cakatta. ' 


