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To The Most Honourable the Marquess of ZETLAND,
P.C., G.C.SI, G.C.LE,

. His Majesty’s Secretary of State for India.

My Lorp MARQUESS,

1. The Terms of Refererice to the Financial Enquiry w1th which
I was entrusted by His Majesty’s Government were :—

** To make recommendations to His Majesty’s Government,
after reviewing the present and prospective budgetary positions
of the Government of India, and of the Governments of the
Provinces, on the matters which under Sections 138 (1) and
(2), 140 (2) and 142 of the Goverriment of India Act, 1935,
have fo be prescribed or determined by His Majesty in Councll
(subject to the approval of both Houses of Parliament) and on,
any ancillary matters arising out of the financial adjustments
between the Government of India and the Provincial Govern-
ments regarding Whlch His Majesty’s Government may desire
a report.”’

By a letter dated the 18th December, 1935, Your Lordship
further informed me with regard to the last phrase in the above
Terms of Reference as follows :—

** His Majesty's Government do not desire, at present, to
paiticularise any” matters that may fall within this category.
It appears to them, however, that the survey which you will
make of the existing financial relationships of the various
Governments in India may itself give rise to questions requir-
ing to be answered. It may appear that the objects which the
relevant sections of the Act are designed to promote may be
better achieved if initial financial adjustments are made in
Tespect of other matters, so far as the provisions of the Act
permit, upon the introduction of the new Provincial Constitu-
tions. For example, it might well seem desirable that the
question of adjustments in connection with the existing
liabilities of the Provincial Governments to the Central
Government should be taken into account.

** They accordingly desire you to have regard, in the course
of your investigations, to any such possibilities and to make
such recommendations thereon in your report as you think fit.”

Section 138 (1) and (2) of the Government of India Act, 1935, See
deals with the allocation of Taxes on Income (other than taxes on AppendixI
agricultural income) ; Section 140 (2) with the assignment of the
net proceeds of the Jute Export Duty ; and Section 142 with grants
in aid of the revenues of the Provinces.

‘2. Before my departure to India I was supphed with a large
number of documents bearing on the questions arising under thesg
Terms of Reference, and both then and later I have received from
the Provincial Governments deta,lled a.nd luc1d memoranda on ‘the,
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financial position of their respective Provinces. While in India
I had the advantage of discussing these statements with the
financial authorities of each Province; and I am much indebted to
these gentlemen both for their original memoranda and for enabling
me, often at some inconvenience to themselves, to hear their further

oral comments and explanations. T had in addition the advantage

of personal -discussion in Calcutta with the Governors of Bengal,
Bihar and Orissa, and Assam, in Bombay with the Governor of
Bombay, in Lucknow with the Governor of the United Provinces,
and in Liahore with the Governor of the Punjab. While I did not
think it necessary to hear formal evidence from non-official bodies,
I bave duly considered a number of written non-official representa-
tions which were addressed to me.

In Delhi I bad lengthy and continuous discussions with the
Finance Department of the Government of India and owe much
to their ready aid, both in preparing material for the Enquiry before
my arrival, and in supplying me with information and assistance at
a time when they were in addition engaged in the annual prepara-
tion and discussion of the Indian Budget.

My Secretaries (Mr. V. S. Sundaram, Mr. K. Anderson and Mr.

H. S. Stephenson) greatly assisted my work by their knowledge,
zeal and assiduity. :

3. Throughout the discussions leading up to the Government of
India Act, it has been recognised that at the inauguration of
Provincial Autonomy each of the Provinces should be so equipped
as to enjoy a reasonable prospect of maintaining financial equili-
brium, and in particular that the chronic state of deficit into
which some of them had fallen should be brought to an end. My
first object has accordingly been to examine the present and prospec-
tive financial position of the Provinces and to determine the extent
to which special assistance would be needed in order to achieve the
above aim. Next it is necessary to consider how far the Central
Government is in a position to render such assistance -without
jeopardising its own solvency. Finally, I have had to look further
into the future and to suggest to what extent and when it may be
possible for the Centre to place additional resources at the disposal
of the Provinces out of the proceeds of Taxes on Income. From
the Provincial point of view, the desirability of attaining this final
result is undeniable, and the only question (though in itself a
difficult question) is to determine an equitable basis of distribution.
From the Central point of view, on the other hand, it is clear that
the financial stability and credit of India as a whole must remain
the paramount consideration. Moreover, this is as essential to the
Provinces and to the success of Provincial Autonomy as it is to the
Centre itself. Throughout my recommendations I have kept the
stability of the Central finances continuously in mind,
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4. Previous discussion of these problems has taken place in the
deep shadow of economic depression, and inevitably in that dis-
cussion the difficulties and uncertainties of the position have pre-
dominated. Thanks to the prompt measures taken in the early
stages, the initial collapse in the Central Budget under the impact
of the depression in 1930 was rapidly corrected. But the question
of immediately pressing concern was to devise measures to increase
or maintain the revenue and to reduce expenditure. The probable
pace of recovery could not be gauged, and the practicability of
transferring resources from the Centre to the Provinces thus
remained problematic. On the other hand, the efforts of the
Provinces (some of which, it must be admitted, were more drastic
than others) to achieve a similar degree of budgetary improvement
were less rapidly successful, and the extent to which the Provinces
appeared to be dependent on Central assistance, if an “ even keel ™’
was to be attained, was thus at times exaggerated. To-day it is
possible to view the situation in the light of five years’ experience
since the commencement of the slump, to appreciate how far
recovery has occurred and to envisage an actual position nearer the
decisive date. Compared with deficits of over 11 crores in each of
the years 1930-31 and 1931-32, the Central Budget has produced
surpluses of considerable magnitude in the year 1932-33 and every
subsequent year,* and this in spite of the abolition of pay-cuts and
the remission of most of the increase in rates of Income Tax, and
in spite also of the annual surrender since 1934-35 to Bengal, Bihar
and Orissa, and Assam of nearly two crores of Jute Export Duty.
In the Provinces, likewise, a comparison of the anticipated budget
outturn in 1935-36 reveals very substantial improvement over the
deficit position of, say, 1930-31, though this is partly due, of
course, to the above assistance from the Cenire.

5. While it is true that the revenues of India have not returned
to the exceptionally high figure prevalent before 1930-31 and it may
be a long time before they again reach that level, there has been
an appreciable recovery from the bottom-—perhaps more than is
generally realised in India. The improvement is parallel to, if
not precisely identical with, what has occurred in many other parts
of the world and reflects the same underlying conditions. There
is no sign that it has ended, or that the natural tendency
to automatic growth has ceased to function. It would, I think, at
least be legitimate to anticipate a continuation of the recent rise at
a moderate pace.

Both the Centre and the Provinces may expect to profit by this
circumstance. While it is often said that Provincial revenues are
less expansive than Central revenues, I think, despite Permanent

* The position in the later years is not clearly visible from the usually
jnoted figures owing to the inclusion of these surpluses as special non-
recurring grants in revised estimates and final accounts,
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Bettlement in two Provinces, too much stress may be put on this
difference. Consumption taxes in the Provinces might reasonably
be expected to rise with consumption taxes (Custoras and Excise)
at -the Centre. On the other hand, Central Customs duties,
particularly if highly protective, are subject to definite limitations
a8 ‘Tevenué producers : nor does-it seem to ‘be a fact that Toncome
Tax (at the same rdtes of tax) increases in <yield ‘much more
Trapidly than other taxes. An imiportant item of previous Central
Budgets and forecasts, the net revenue from the Railways,* from
which the Percy Committee in 1932 anticipated a future receipt of
five crores per annum, has not yet resumed its place in the resources
of the Centre.

6. Expenditure at the Centre cannot be expected, consistently
with safety, to decrease much below the point to which it has now
been reduced. There may be future savings on debt conversions,
but so far as they remain with the General Budget, they hardly
seem likely to do more than assist in reinstating a more adequate
contribution to debt redemption than the present reduced figure of
three crores. It is, however, at least unnecessary to contemplate
any serious increase in total expenditure, unless the Railway
Budget, contrary to expectation, fails to improve.

7. Expenditure in the Provinces could obviously be increased,
with advantage, on many heads. This is a question of degree and
opportunity. Some expansion in fact took place even with existing
Provincial resources, especially in the years before the slump when
many Provinces were able, for instance, to increase substantially
their expenditure on educatlon agnculture, medical and public
health. And some expansion may now be anticipated from the
recovery of Provincial revenues, not all of which are or need be
static. Nevertheless, the allocation at an early date of a share in
Taxes on Income under Section 138 of the Government of India Act
constitutes for many Provinces the main hope for future expansion.

8. On a general review of existing tendencies, I should conclude
that the budgetary prospects of India, given prudent management
of her finances, justify the view that adequate arrangements can be
made, step by step, to meet the financial implications of the new
constitution. A change of constitutional and administrative arrange-
ments cannot, of course, in a moment alter the general financial
position or enable all conceivable financial desires to be met. But
I see no reason why a cautious but steady a.dva,nce should not be
achieved.

9. I turn now more pa,rtlcularly to the prior question : the present
position of the Provinces and their contrasted positions tnter se,
both of which fall under the objective of starting the Provinces on

"* The leways bear no amortisation charge on the debt mcurred on. their
behalf by the Government of India. :
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the occasion of Autonomy on ‘‘ an even keel.’”” Various matters
arise in this connection: how far in actual fact is each Province
now solvent and likely to remain solvent—a matter which cannot
be judged on one year only? How far, whatever may be its present
position, has a Province administered its affairs, whether in taxa-
tion or in expenditure, with adequate firmness? How far has this
or that Province, for whatever reason, been financially neglected in
the past and thereby condemned to a lot from which others have
escaped? It is obviously impossible to reconcile all the conflicting
views and arguments on these issues. The recommendations I shall
make represent in my belief an equitable settlement as betweemn
the various contestants and will, T hope, be accepted on. that basis.
I would only add here that in any country of the size of Indiax
there must inevitably be substantial differences in standards of
administrative needs and possibilities, just as-there are in other
areas of the same size in the rest of the world, or for that matter
even in much smaller units.

10. The present position and relative size of the Provincial
Budgets are shown in Appendix II. As regards the figures for
1936-37, it must be borne in mind that they are estimates; and
experience suggests that the deficits thus prognosticated will in the
actual result be smaller. Apart from that, there are a Aumber of
adjustments* to be made—in either direction—before these figures
can be regarded as any necessary indication of the future. Nor can
any settlement undertake to secure that no Province shall, at any
time and whatever the course of its administration, be freed from
the ordinary risk of a casual budgetary deficit. Provincial Autonomy
necessarily implies autonomous responsibility in this direction also.

It is obvious, as the Percy Committee said, that special assistance
to certain Provinces, which, whatever precise form it takes, can
only be given at the cost of Central revenues, must operate to delay
pro tanto the general transfer to all Provinces of their share of
Taxes on Income. This consideration cannot be absent from the
mind of anyone endeavouring to deal fairly with the whole problem,
and sets one limit to the amount of prior readjustment which can
reasonably be admitted.

At the same time it is equally clear that some Provinces are
intrinsically better off than others and at the moment less urgently
in need of additional resources; and it is both fair and inevitable
that a certain measure of correction should be applied, even if it
means that Provinces which have been able to attain higher
standards of administration should now to some slight extent have
to progress more slowly. '

* For instance, cost of new constitution : cessation of certain small
revenue receipts from the Centre : in addition to general trend of existing
revenue and expenditure.
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11. Certain further general comments may be made. Bombay
has just received annual relief to the extent of approximately
"90 lakhs from the separation of Sind; Madras and Bihar approxi-
mately 20 lakhs and 8 lakhs respectively from the separation of
Orissa. Madras, Bombay and the Punjab have certainly not the
lowest administrative standards in India. Bengal is clearly on a low
standard, while Bihar and Orissa has been generally recognised as
the poorest Province in India. To a less extent similar considera-
tions apply to the Central Provinces. The position of the United
Provinces is in so far peculiar that while its ultimate fufure gives
less reason for anxiety, its immediate difficulties are considerable.
Sind and Orissa, as newly instituted Provinces, have special
problems of their own.

* 12. At this stage a rather lengthier comment is required on certain
individual Provinces. '

13. Sind.—For the year 1936-37, the Government of India have
provided a subvention to Sind of 102 lakhs plus non-recurrent
grants of 4 lakhs for initial equipment and election costs and
92 lakhs unallocated. In addition, the Government of India have
undertaken to provide 17} lakhs for buildings in Karachi from-
their anticipated surplus for 1935-36.
~ The deficit for the future (excluding the X.loyd Barrage, but
allowing for certain reasonable additions both to revenue and
expenditure) may be estimated at 105 lakhs—a considerably higher
figure than the estimate of the Sind Conference in 1932 (approxi-
mately 80 lakhs). There are possible increases in revenue, for
instance in Land Revenue from the Barrage Lands, and the above
figures exclude any ultimate receipt from the allocation of Taxes
on Income.

I think the initial subvention under the Act may properly be
fixed at 105 lakhs a year, to which should be added a single non-
recurrent grant of 5 lakhs which can be used, for instance, towards
the cost of a jail at Shikarpur.

The more difficult question is what modification should be made
in this subvention in later years.

The future of Sind and of the subvention as part of Sind finances
is inseparably bound up with the financial future of the ILloyd
Barrage. In considering to what extent it is justifiable to continue
this charge on the Centre, I must assume that the Barrage scheme
will be administered on lines comparable with similar schemes
elsewhere and that adequate rates will be charged for the facilities
it will provide.

From a survey of the prospects of the Barrage scheme just made
by the Government of India, it would appear that the charging of
part of the interest to capital (which is necessary during construc-
tion and the earlier years of partial working) can cease at the end
of 1937-38, after which year net revenue and capital receipts should.
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cover interest ; and that by the end of 1939-40 new capital expendi-
ture will cease. After that date it will be possible to fix the definite
gervice (interest and amortisation) of the Barrage debt, which will
of course be a future charge on the revenues of Sind. As there will
be special capital receipts in the earlier and not in the later years
" it would be appropriate to fund this debt, not on the basis of an
equated annuity over a period of years, but on the basis of suitable
instalments of principal together with interest on the balance out-
standing.. Until the date of funding all receipts in excess of interest
should be applied to reduction of debt. If the service is spread over
40 years from 1st April, 1942, at 4} per cent. interest, with capital
repayments of 75 lakhs a year in the first 15 years, 60 lakhs a year
in the next 10 years and 50 lakhs a year thereafter, the latest
estimate of net receipts from the Barrage (capital and revenue)—
net in the sense of excluding one-tenth of the revenue as Land
Revenue and also deducting the equivalent of pre-barrage. net
Irrigation receipts—make it probable that in the early 1940’s there
would be a growing margin over the required debt charges.

‘While naturally all such estimates must be treated with-caution,
on this basis Sind (apart from a growing receipt in the one-tenth
Land Revenue) would be making a profit on the irrigation scheme
after providing for debt charges thus adjusted, and it would not be
reasonable that the subvention should continue unaffected by this
fact.

In all the circumstances and bearing in mind the necessarily
conjectural nature of estimates for a period stretching so far into
the future, I recommend that the Sind subvention should remain
at 105 lakhs for a period of 10 years (i.e., till 1946-47 inclusive) ;
and should then be diminished by 25 lakhs a year for 20 years, by
40 lakhs a year for the next five years, by 45 lakhs a year for the
next succeeding five years, and thereafter until the whole Barrage
debt is repaid by 50 lakhs a year. When the debt has been repaid
(i.e., in about 40 years from funding in 1942) any remaining portion
of the subvention will, of course, in any event cease.

Under this arrangement it should be possible for proper
administration to secure in every year a balance from the Barrage
in favour of the general revenues of Sind over and above the debt.
charge and after allowing for the periodic reductions of the sub-
vention; and it will therefore be in the direct interest of Sind to-
achieve results at least as favourable as those on which the estimates
are made.

14. Orissa.—The Government of India propose to assist Orissa
in 1936-37 by a grant of 50 lakhs, of which 40} lakhs are in respect
of the deficit in the revenue budget, 7} lakhs are required for non--
recurrent purposes {establishment of Famine and Road Funds and
initisl equipment), and 2 lakhs are wunallocated to specific
expenditure.
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Some increase in expenditure is inevitable : it is impossible ta
ignore the fact that the existing standard of expenditure in Orissa
is extremely low; and the scope for expansion in the Province’s
own resources in the early future is unusually limited.

As against the provision of 40} lakhs in 1936-37 for recurrent
Orissa expenditure, it is therefore necessary fo contemplate a
somewhat higher normal scale of assistance, and my conclusion
is that the figure should be increased to approximately 50 lakhs.

I recommend also, in order to ease the position in the earlier
years, that the Government of India should make a further grant
to the Orissa Famine Fund so as to raise the total in the latter to
the figure of 10 lakhs prescribed in the Orissa Order in Council.
Five lakhs have already been provided for this purpose and a con-
tribution of 1} lakhs is included in the 1936-87 Orissa Budget, so
that a further non-recurrent sum of about 4 lakhs would be needed.

Finally, it is clear that the cost of providing the new Province
with such essential buildings as are required will be rather more
than the sum of 27} lakhs for headquarters alone, which the
Government of India are setting aside out of their anticipated
surplus of 1935-36. . In my view, a further sum of 15 lakhs should,
suffice if a reasonable standard is set; and I recomxmend that assist-
ance for this purpose, additional to what has been proposed in the
two preceding sub-paragraphs, should be provided at the rate of
3 lakhs per annum in each of the first five years. The total
assistance which I propose should be given to Orissa is thus about
57 lakhs in the first year, 53 lakhs a year in the next four years and
thereafter 50 lakhs a year.

15. Assam has been universally recognised as a deficit Province
and must undoubtedly receive assistance, The measure of the
assistance depends partly on the prospective revenue of Assam
allowing for a very moderate amount of continued recovery, and
partly on the degree to which the existing Provincial deficit (47
lakhs in 1935-36) can be regarded as having been unavoidable
(either as regards expenditure or taxation). Allowance has further
to be made for the cost of Provincial Autonomy, and for certain
adjustments of expenditure with the Centre, including the cost
of the Assam Rifles, hitherto mainly borne by the Central
Government.

Taking all these considerations into account, I recommend that
Assam should be given assistance to the extent of approximately
45 lakhs a year, irrespective of the special arrangement for the'
Assam Rifles mentioned in the next sub-paragraph.

At present the Central Government pays 12 lakhs per arnum
towards the total cost of the Assam Rifles (15 lakhs). In future
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the Central Government will in any case pay the cost of the
Manipur Battalion (approximately 8 lakhs). The Central Govern-
ment now proposes to bear 7 lakhs of the cost of the remaining
Assam Force and to treat this payment separately from any
assistance for Provincial needs proper. I think this is an equitable
arrangement. :

The Assam Government put forward a special claim in connec-
tion with the proceeds of the Excise Duty on Assam oil; though
the incidence of the tax obviously does not fall on the producing
Province. I do not think there is any economic justification for
this particular claim or that it presents any real analogy with
superficially similar claims which it may be alleged have been
recognised elsewhere. In any case, having regard to the amount
of the proposed assistance, which such a receipt could only operate
to reduce, it is unnecessary to pursue this matter further.

16. The North West Frontier Province, which has since 1932
received an annual subvention of 1 crore from the Central Govern-
ment, is so far in a special position that Section 142 of the
Government of India Act permits an increase in its subvention at
any time without an address from the Federal Legislature. It
is, however, desirable, both from the point of view of the Province
and from that of the Central Government, that the subvention
should be fixed for a certain period of years. After examining the
past and prospective budgetary position of the Province (and also
incidentally the various references made in the past to equivalence
in certain respects with neighbouring districts of the Punjab), my
recommendation is that the existing subsidy of 1 crore should be
supplemented by approximately 10 lakhs per annum. In so far as
this assistance may take the form of a subvention under Section 142,
it should be fixed for a period of five years, after which it should
be subject to revision in the light of the then existing circum-
stances. By revision I am far from implying a further increase.
I contemplate merely that the position should then be reviewed in
the light of five years’ further financial administration.

17. To revert now from these specific cases to the wider con-
siderations of paragraphs 10 and 11, and summarising the whole
provision which I believe to be requisite, I think that assistance
of the following approximate annual amounts should be given to
the Provinces mentioned below, as from the date on which Pro-
vincial Autonomy commences. This assistance should be given
irrespective of the ultimate allocation of Taxes on Income and
should not be affected by that allocation.
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Bengal ... 75 lakhs.
Bihar ... 25 lakhs.
Central Provxnces 15 lakhs.
Assam . ... 45 lakhs (apart from 7 lakhs in respect of

the Assam Rifles as indicated
in paragraph 15).
North, West Frontier

Province 110 lakhs.
Orissa ... 50 lakbhs plus 19 lakhs non-recurrent as
indicated in paragrah 14.
Sind 105 lakhs plus 5 lakhs non-recurrent, and to
diminish as indicated in para-
graph 13.
United Provinces 25 lakhs for five years.
450 lakhs,

Against this sum, 258 lakhs (North West Frontier Province 100
lakhs, Orissa 50 lakhs, Sind 108 lakhs) are already provided in
.the Budget of the Government of India for 1936-37. The recurrent
additional cost to the Centre would therefore be 192 lakhs a year.

‘In addition, cerfain further non-recurrent grants are contemplated,

amounting in aggregate to 24 lakhs.

18. Can the Centre support such an additional demand? Apart
from this sum of nearly 2 crores per annum, concurrently with
the inauguration of Provincial Autonomy, Burma will be separated
‘from India at a net loss to Central Revenues now estimated by
the Government of India at about 2% -crores. These two items
‘together clearly would present a budgetary problem of some magni-
tude if they had to be faced in 1937-38, at one blow and so soon,
from the normal resources of a single financial year. Thereafter,
owing to the expansion in Central resources which may with
confidence be anticipated, they need occasion no special difficulty.
Thanks, however, to the Reserve Fund of about 2 crores, which is
being constituted out of the anticipated surplus of the year 1935-36,
I see no reason why the grant of these additional resources o the
Provinces should not commence in 1937-38. In so concluding,
I should be lacking in frankness if I did not make it clear that the
scope in the next few years for relaxation of revenue burdens
is likely to be extremely small unless economic improvement takes
place at a rate well in excess of what can now safely be assumed.
T have, however, felt it right to assume that the establishment
of Provincial Autonomy must be regarded as an objective to which
the Government of India will give special consideration in assessing
the relative order of its financial aims. From the financial point
of view, I conclude that His Majesty’s Government may safely
propose to Parliament that Part ITI of the Government of India
Act, 1985, should be brought into operation a year hence.
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19. It remains to consider what fo‘rm this measure of assistance
should take. :

‘Where financial assistance is to be given by a credifor fo an
existing debtor, elementary common sense suggests that the shortest
and simplest method of adjustment is by reducing the claim of
the creditor on the debtor, and I have naturally been led to comn-
sider whether the assistance I recommend that the Centre should
give to the above Provinces cannot conveniently be provided in
whole or part by such an adjustment of debt relations.

In so doing, however, I must first of all take into account the
effect on the existing debts of the Provinces of certain arrange-
ments which the Government of India propose to make (see
Appendix ITT). On many grounds, financial and administrative,
I think the proposed method of decentralisation of balances ex-
tremely desirable. In so far as the Provinces will thus be using
surplus balances as a set-off to debts due by them to the Centre, I
must count any saving from such reduction of their debts as part
of the assistance I propose, as the charge for these debts has swollen
their existing and prospective budgets.  But the proposal in
Appendix ITT will leave the Provinces to-bear certaiir interest charges
which have hitherto fallen on the Centre, and for that I must make
allowance before counting as assistance the results of debt cancella-
tion. :

In certain cases it is convenient to combine the results of de-
centralisation and of debt cancellation and I therefore propose, on
the definite assumption that the Government of India’s decentrali-
sation proposals are accepted, as I think they should be, to cancel
in the case of Bengal, Bihar, Assam, the North West Frontier Pro-
vince and Orissa the entire existing debts of these Provinces to the
Government of India, counting against the assistance I propose
only the net annual budget saving. In the case of the Central
Provinces I propose to cancel part of the debt to the Centre. In
the case of the United Provinces and Sind, it is not in my opinion
convenient to cancel debt, and assistance must be given in a different
form.

20. Parenthetically and to complete the picture, it should be
added that the Government of India’s proposals further contem-
plate the consolidation of such Provincial debts as remain, on terms
which appreciably benefit the Provinces. I see many advantages in
this proposal which I should support. I welcome the fact that
Madras, Bombay and the Punjab, to whom I do not suggest any
immediate assistance as part of my proposals, will derive certaiw
advantages from this scheme. And I do not think it necessary
to modify my own proposals because of the additional benefits
which would accrue to the United Provinces, the Central Provinces
and Sind.
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~21. On the basis indicated in paragraph 19 I thus recommend
that the following cancellations of debt should take place—

Approximate net
annual saving of
which 1 take

) account.
Bgngal ...] 33 lakhs.
?;g:; ***| All Debt contracted with the ?g ;";kll{‘;-
. : : akhs.
North West Frontier> fgggre prior to st April,
Province J - 12 lakhs.
Orissa ... . 9% lakhs,

Central Provix'l'ces Deficit Debt as on 31st March, 15 lakhs.
1936, and approximately 2
crores of pre-Reform Debt.

22. The claim of the jute-producing Provinces to the whole or
part of the Jute Export Duty has already been recognised to the
extent of 50 per cent. by the Government of India Act. In my
«opinion, it is doubtful whether the argument that the incidence of
this particular Duty falls wholly on the producer can be maintained.
No concrete statistical proof of this contention has been produced,
and even if such proof could be produced for a specific date, it may
be doubted whether it would be valid in all circumstances of a
changing market. Further, even if the argument were completely
sustainable, it would not be conclusive on the question whether or
not the community as a whole in India was entitled to tap this
source of revenue as it must in fact tap other sources of revenue of
unequal provenance among the different parts of India. - -No source
of revenue, whether Customs, Excise or Income Tax, can in fact
in any country be derived equally from all parts of the country
alike, rich and poor, industrial and agricultural. In so far as a claim
may be put forward o the ground that the taxable capacity of
Bengal is limited by the incidence of this Duty, that is a claim not
so much to this particular Duty as to financial assistance generally ;
- it is part in fact of the case for a share in Taxes on Income or for
‘'such prior special treatment as it is the object of my present
recommendations to secure.

It may be thought that whatever validity there may be in the
economic argument has already been met by the surrender to the
Provinces concerned of 50 per cent. of the net produce of the Duty.
It will, however, Le convenient that part of the assistance I contem-
‘plate should take the form of an increase in this figure, and there-
fore T recommend that the percentage should be increased under
Section 140 (2) of the Act to 623. On the estimated gross yield
.of the Duty in 1936-37 at 3,80 lakhs, this increase of 12} per cent.
-would mean in round figures the following additions to the resources
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of the Provinces concerned, at a corresponding cost to the Central
Government :

Lakhs.
Bengal 42
Bihar 2%
Agsam 21
Orissa ... rather over 3

23. The result will be, after allowing for the advantages derived
from debt cancellation (paragraph 21), to complete the required
agsistance (paragraph 17) except in the case of Assam, the North-
‘West Frontier Province and Orissa, which will still require 30, 100
and 40 lakhs, respectively. In addition there remain the special
cases of the United Provinces and Sind, in which, for differing
reasons, the method of adjustment by debt cancellation was not
thought appropriate.

24. 1 recommend therefore that annuval grants-in-aid under Sec-
tion 142 of the Act should be charged on Central Revenues as
follows :—

" United Provinces 25 lakhs for a fixed period of five years.

Assam ... 80 lakhs (subject to the proposal as to the
Rifles in paragraph 15).
North West Frontier

Province 100 lakhs, subject to reconsideration at the
' end of five years.
Orissa ... 40 lakhs, with 7 lakhs additional in the first

year, and 8 lakhs additional in

) each of the next four years.

Sind 105 lakhs for 10 years with 5 lakhs addi-
tional in the first year, then
falling as provided in para-
graph.13 until the grant ceases
entirely on the extinction of
the Barrage Debt in about 45
years’ time.

,.25. The next matter on which I am asked to make recommenda-
tions is the distribution of residual Taxes on Income
(1) as between the Federation on the one hand and the
Provinces and States on the other, and ,
(2) as between the Provinces (and States) inter se,

- Under the first head I have to recommend what percentage of
net Taxes on Income, after deducting proceeds attributable to Chief
Commissioners’ Provinces and to taxes payable in respect of Federal
emoluments, is to be assigned to the Federal units. Thereafter I
have to suggest over what period and subject to what conditions the
units shall gradually come into possession of the resources repre-
sented by the ultimate percentage. The second aspect is the basis
of distritution among the units concerned of the share at any time
acerning ta them )



16

26. The 1936-37 budget estimate of receipts from all forms of
Income Tax (including corporation tax) is 15.7 crores, which for
. the present purpose must be reduced to about 13-6 crores on account
of cost of collection and the prospective separation of Burma. Of
this latter sum it may be estimated that about 13 crores pertain to
the wholly Federal heads of corporation tax, Chief Commissioners’
Provinces and Federal emoluments, leaving a residuum of about
12 crores divisible between the Centre and the units. The precise
sum will, of course, fluctuate from year to year according to the
yield of this head of tax, but it is at present of this order of
magnitude.

27. There are two considerations to be balanced in arriving at the
percentage of some such total to be assigned to the Centre and the
units respectively. On the one hand, there is the vital necessity, to
which I have already referred, of safeguarding the financial stability
of the Centre. ~On the other hand, havipg regard to the obvious
future needs of the Provinces and in order to maintain a reasonable
adjustment of relative burdens ketween the various units, it is
clearly very desirable that the maximum practicable distribution
should be achieved.

28. On a balance of the various considerations and risks involved,
I recommend that the prescribed percentage of these taxes that
shall not form part of the revenues of the Federation (Section
138 (1) ) should be 50 per cent.

29. The next question is what amount out of this 50 per cent.
and for what periods should temporarily be retained by the Federa-
tion (Section 138 (2) ).

It is clear that in the years immediately following the introduc-
tion of Provincial Autonomy there can be no question of the Centre’s
relinquishing a further six crores or so of its resources.

Apart from the separation of Burma and the provision of two
crores assistance for the Provinces which I have already recom-
mended, the additional cost of new Federal institutions (probably
something over half a crore) may be imminent, and provision may
have to be made for financial ‘adjustments in respect of the States
under Section 147 of the Act, at & net ultimate annual cost now
estimated at rather more than half a crore, though the full annual
charge on this latter account. will presumably not fall o be met in
the early years. If, however, there is bound to be delay, the
Provinces will no doubt recollect that they will be receiving from
the Centre the amounts proposed in paragraph 17 above, in addition
to what certain of them have already been receiving from the Jute
Export Duty and about 1} crores per annum for Roads, as well as
certain grants (3% crores) for rural purposes. Scme of them have
also received substantial assistar~e through being relieved of deficit
areas.
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80. In my opinion a term of about five years would safely.cover
the period during which the Centre will be consolidating its position
after undertaking the initial adjustments; and this is the length of
the period that I recommend to be prescribed under Section
138 (2) (a). It is less easy to prescribe within this first period how
much in fact can be surrendered. Obviously conjectures fixing
now specific dates in this period might, in the present state of
economic flux in the world, 1n fact prove substantially wide of the
mark : and if such a conjecture had to be made so soon in terms of
such and such a year, it might perhaps more easily err on the side
of caution than on the side of temerity, to the disadvantage of the
Provinces. To avoid these inconveniences, it will be preferable to
base the amounts to be withheld not so much on specific but entirely
conjectural dates, but on the realisation of certain concrete facts.

The power of the Central Government to surrender a share of its
revenues will in fact depend largely on the extent to which its main
expansive revenue head, viz., Income Tax, progresses, and on the
extent to which the Railways move towards attaining a surplus,
as contemplated by the Railway Administration at the time of the
Percy Committee. It is in my view very desirable to give both the
Central Government and the Provinces an interest in securing
these results and a share in their advantages if and as soon as they
are achieved.

I recommend therefore that, the initial prescribed period under
Section 138 (2) (a) being five years, the prescribed sum which during
that period the Cenfre may in any year retain out of the assigned
50 per cent. shall be the whole, or such sum as is necessary to bring
the proceeds of the 50 per cent. share accruing to the Centre
together with any General Budget receipts from the Railways® up
to 13 crores, whichever is less.

81. I wish to add two comments on these recommendations.

(1) After the abolition of tax on the smaller incomes and
the two successive reductions in the rates imposed in 1931, the
rates of Income Tax and Supertax in India, especially on the
higher incomes, are by no means excessive. The general scheme
of Indian taxation (Central and Provincial) operates to relieve
the wealthier commercial classes to an extent which is unusual
in taxation schemes, and there would be no justifiable ground
of complaint if a slight correction of this anomaly were main-
tained. The assignment of Taxes on Income is the main
method of assisting Provincial finances contemplated by the
Government of India Act : and if the remaining surcharge were
maintained, it would materially contribute to the early receipt
by the Provinces of additional resources.

* On the basis at present provided by the Railway Convention.
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{2) The position of the Railways is frankly disquieting. Tt
is not enough to contemplate that in five years’ time the Rail-
ways may merely cease to be in deficit. Such a result would
also tend to prejudice or delay the relief which the Provinces
are entitled to expect. I believe that both the early establish-
ment of effective co-ordination between the various modes of
transport and the thorough-going overhaul of Railway expendi-
ture in itself are vital elements in the whole Provincial problem.

32. The Act requires that, during a second prescribed period,
the Centre shall relinquish to the Provinces by equal steps so much
-of the Provincial share as it is retaining in the last year of the
first period. Under the scheme proposed in the preceding para-
graphs, the amount so to be relinquished will depend on the two
factors of Income Tax yields and Railway revenue; and if, by the
‘favourable operation of these factors, the amount held back proves
in fact to be substantially less than the whole Provincial share,
it is obvious that the task of the Centre in relinquishing it will
pro tanto be lightened. Here again a long and somewhat con-
Jectural view of the future has to be taken. In my opinion, how-
ever, it should prove safe to fix the second prescribed period at
five years, so that within about ten years from the commencement
of Provincial Autonomy the Provinces may hope to be enjoying their
full share in this revenue head. It is necessary, however, to add
a word of warning, lest the Provinces be tempted to mortgage in
advance these prospective additional resources. No one can say
in present circumstances that this programme will with certainty
prove feasible, and it must be regarded as subject to the important
reservation that if necessary the Governor-General will have to
exercise his delaying power under the second proviso to
sub-section (2).

33. There remains finally the difficult question of the manner
in which any proceeds of Taxes on Income available under the
foregoing arrangements should be distributed.

During the past decade this guestion has arisen in one form
or another on many occasions. Much of the previous discussion
is now largely irrelevant, since it related to a constitutional scheme
differing from that which the Act embodies and to financial dis-
positions differing from those which have now to be envisaged.
Moreover, it has, in my view, suffered from an undue preoccupa-
tion with the quest for some automatically applicable statistical
factor, and a tendency to raise technical problems which would
be soluble, if at all, only with disproportionate labour and expense.

Naturally each Province advocates the basis of division (popula-
tion, residence, etc.) which gives it the largest dividend. It can-
not be said that any of the proposed bases have any particular
scientific validity or satisfy in any appreciable degree the ideal
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but practically unascertainable test of capacity to pay. The mere
accident of place of collection, as has frequently been pointed out
in previous discussions of this subject, is clearly an unsuitable guide.
The residence of the individual, though it may be a convenient
practical dividing line for purposes of avoiding double taxation
between separate political units, is not in itself a very scientific
criterion, particularly in a Federation, and in fact in India gives
results (of necessity partly estimated) too suspiciously near those
of collection to inspire much confidence. Finally, even supposing
it were practicable to ascertain to what part of India particular
fractions of income (and therefore the incidence of the taxation
burden) properly adhere, it is still arguable that in a Federation
other considerations also are involved, particularly if the benefits
and incidence of other forms of common taxation are unequally
divided as between the various partners.

34. After full consideration of the various elements of this
problem, including the urcertainty of some of the statistical data
on which practical calculations must necessarily depend, I conclude
that substantial justice will be done by fixing the scale of dis-
tribution partly on residence and partly on population, paying
to neither factor a rigidly pedantic deference, for which the actual
data provide insuffictent justification.

I am further strongly of opinion that from a practical administra-
tive standpoint it is essential to base the distribution, not on figures
to be ascertained each year (so far as they may be ascertainable),
but on fixed percentages. :

35. T thus recommend that the division between the Provinces
of the amounts available in respect of the 50 per cent. share of
residual Taxes on Income should be as follows :—

Per cent.

Madras 15
Bombay ... 20
Bengal 20
United Provinces ... 15
Punjab 8
Bihar 10
Central Provinces ; 5
Assam . 2
North West Frontier Province ... 1
Orissa 2
Sind 2

100
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86. The above allocation does not allow for the participation of
the States, If at any time any State comes into Federal Income
Tax and thus qualifies for a share in the residual tax, a minor
adjustment would have to be made. But it would be desirable
that such adjustment, which could no doubt be arranged in con-
pection with the act of accession, should not involve an alteration
in the above percentages but should rather operate to affect the
total to which the percentages apply just as it would operate to
increase the initial amount of that total.

87. My final recommendations, in so far as they involve the
issue of Orders in Council under the Government of India Act,
1935, may now be summarised as follows :—

(1) (@) that the percentage prescribed under Section 138 (1)
should be 50 per cent.;
(b) that the distribution of this share to be prescribed
under the same sub-section should be :—

Per cent.
Madras 15
Bombay ... 20
Bengal ‘e 20
United Provinces ... 15
Punjab 8
Bihar 10
Central Provinces ... 5
Assam 2
North West Frontler Provmce 1
Orissa 2
Sind 2

(2) that the amount to be reta.med under Section 138 (2)
from this share should be:—

for a first period of five years, in each year, the whole
or such amount as, together with any General Budget
receipts from the Raﬂways will bring the Central Govern-
ment’'s share in the divisible total up to 18 crores, which-
ever is less; and

for a second period of five years, in the first year five-
sixths of the sum, if any, retained in the last year of the
first period, decreasing by a further sixth of that sum in
each of the succeeding five years;

(3) that the percentage of net proceeds of the Jute Export
Duty to be assigned to certain Provinces under Section 140 (2)
should be 62% per cent.;
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(4) that the Central Revenues should be charged with the
following grants in aid under Section 142 :—

United Provinces 25 lakhs for five years.
Assam ... 30 lakhs,
North West Frontier )
Province ... 100 lakhs, to be reconsidered after five years.
Orissa ... 40 lakhs, increased to 47 lakhs in the first

year and to 43 lakhs in the 2nd,
8rd, 4th and 5th years.

8ind 105 lakhs, increased to 110 lakhs in the first
year; subject to reductions set
out in paragraph 13.

. T bave the honour to be,
My Lord Marquess,
Your Liordship’s most obedient Servant,

0. E. NIEMEYER.
6th April, 1936.



APPENDIX I.

Texr oF RELEVANT BECTIONS OF GOVERNMENT oF INDIA Acr, 1935.

138.—(1) Taxes on income other than agricultural income shall be levied
and collected by the Federation, but a prescribed percentage of the net
proceeds in any firancial year of any such tax, except in so far as those
proceeds represent proceeds attributable to Chief Commissioners’ Provinces or
to taxes payable in respect of Federal emoluments, shall not form part of
the revenues of the Federation, but shall be assigned to the Provinces
and to the Federated States, if any, within which that tax is leviable in
that year, and shall be distributed among the Provinces and those States
in such manner as may be prescribed :

Provided that—

(a) the percentage originally prescribed under this subsection shall
not be increased by any subsequent Order in Council;

.(b) the Federal Legislature may at any time increase the said taxes
by a surcharge for Federal purposes and the whole proceeds of any
such surcharge shall form part of the revenues of the Federation.

(2) Notwithstanding anything in the preceding subsection, the Federa-
tion may retain out of the moneys assigned by that subsection to Provinces
and States—

(ag) in each year of a prescribed period such sum as may be pre-
scribed; and

(b) in each year of a further prescribed period a sam less than
that retained in the preceding year by an amount, being the same
amount in each year, so calculated that the sum to be retained in
the last year of the period will be equal to the amount of each such
annual reduction:

Provided that—

(i) neither of the periods originally prescribed shall be reduced by
any subsequent Order in Council;

(i) the Governor-General in his discretion may in any year of the
second prescribed period direct that the sum to be retained by the
Federation in that year shall be the sum retained in the preceding
year, and that the second prescribed period shall be correspondingly
extended, but he shall not give any such direction except after con-
sultation with such representatives of Federal, Provincial and State
interests as he may think desirable, nor shall he give any such direc-
tion unless he is satisfied that the maintenance of the financial stability
of the Federal Government requires him so to do.

140.—(1) . . .

(2) Notwithstanding anything in the preceding subsection, one half,‘or
such greater proportion as His Majesty in Council may determine, of
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the met proceeds in ‘each year of any export duty on jute or jute pro-
ducts shall not form part of the revenues of the Federation, but shall
be assigned to the Provinces or Federated States in which jute is grown
in proportion to the respective amounts of jute grown therein.’

142. Such sums as; may be prescribed by His Majesty in Council shall
be charged on the revenues of the Federation ix each year as grants in
aid of the revenues of such Provinces as His Majesty may determine to
be in need of assistance, and different sums may be prescribed for different
Provinces : '

Provided that, except in the case of the North West Frontier Province,
no grant fixed under this section shall be increased by a subsequent Order,
unless an address has been presented to the Governor-General by both
Chambers of the Federal Legislature for submission to His Majesty pray-
ing that the increase may be made,

APPENDIX II

A.—Buncer or rHE GOVERNMENT oF INDIA.
(In lakhs of rupees.)

1936-37

_ 1930-31. | 1931-32. | 193435, | 193536, |(Estimates
- (Revised). |. as'pre-

sented).

Revenue ... - | 1,24,60 1,21,64 1,25,10 1,24 37 1,22,77
Expenditure ... | 1,36,18 1,33,39 1,20,15 1,21,95 1,22,70

— 11,58 |— 1L,75 [+ 495 [+ 242 |+ 7

Notes,
All the above figures include Burma.

The 1934-35 result is given before providing 2,81 lakhs for rural economic
development and other special grants totalling 1,78 lakhs out of the sur-
plus of that year: and the 193536 result before providing 45 lakhs for
buildings in Sind and Orissa and 1,97 lakhs for Revenue Reserve out
of the anticipated surplus of that year. : .

Expenditure both in 193536 and in 1936-37 includes & grant of about
1,90 lakhs to the jute-producing Provinces and a subvention of 1,00 lakhs
to the. North West Frontier Province. Expenditure in 1936-37 includes
in addition & grant of 1,08 lakhs for Sind and 50 lakhs for Orissa. '



B.—ProviNoiAL BupGrTs.

(in lakhs of rupees.)
. . North Weat
United . Bihar & Central p
Madras. Bombay. | Bengal. | Provinces. Punjab. Orissa. | Provinces. Assam. Pl;rother
) ‘ ovince,
Population (in millions) .. 46-7 21-9 50-1 48-4 23-6 a7-7 15-6 8:6- 2-4
1930-31 :—
Revenue ... vee 16,84 13,81 9,66 11,97 10,56 5,27 4,70 2,44
Expenditure 17,90 16,62 11,41 12,88 10,99 6,08 5,14 2,79
— 1,06 — 181 | — 1,7 — 01 — 43 -_ 79 — 4 — 3
1935-36 (Revised) :—
Revenue ... 15,72 14,80 11,43 11,79 10,46 5,64 4,56 2,36 1,70*
Expenditure 16,04 15,08 11,58 11,84 10,57 5,61 4,81 2,83 1,76
— 32 [— 28 |— 16 |— 6 |— 11 |— 7 |~ 2 |— 41 |— 8
. North
; United | 5, .: . Central | West . .
Madras. | Bombay.| Bengal. Provinces Punjab. | Bihar. Provinces. Assam. Frontier Orissa. Sind.
Province.
Popul&ﬁon [new B 1
boundaries] (in millions) 44-0 18-0 50-1 484 236 32-4 15-3 86 2-4 8-3 3-9
1936-37 (Estimates as |
presented) :—
Revenue 15,80 12,04 11,49 11,71 10,80 4,70 4,81 2,37 1,70* 1,63*% 3,13*
Expenditure 15,90 12,03 11,91 12,45 10,78 4,82 4,90 3,00 1,80 1,63 3,13
I+ 1]— 4@ |— 1|+ 2 |- 12 |- o |—:6 |- 10 -

* Including subvention from Government of India.
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APPENDIX IIX
(see Paragraph 19).

NOTE ON THE PROPOSED ARRANGEMENTS WITH REGARD TO BALANCES HELD BY
THE (GOVERNMENT OF INDIA ON ACCOUNT OF THE PROVINCES AND ON PRE-
AUTONOMY DEBT.

On the institution of provincial autonomy, the Government of India
contemplate the following steps with regard to-—

(a) decentralisation of balances,
(b) consolidation of pre-autonomy debt.

(a) Balances.

1. The accounts of provinces with the Reserve Bank will be credited
with their unearmarked provincial balances, Famine Funds, Depreciation
Funds, etc., and the unspent amounts of Road and Development resources
assigned to provinces in the past in advance of requirements.

2. There are various other deposits banked with the Government of
India (such as, interest carrying provident fund deposits and interest
free balances of municipal and other local authorities) which are of an
intrinsically local nature or definitely associated with provincial func-
tions, These, together with any liabilities attached to them, will also pass
to the provinces concerned. So far as the provinces will require cash in
their treasuries and minimum balances with the Reserve Bank, they will take
these from this source (as, in effect, they have hitherto done). Cash in
treasuries to the extent required will become the property of provinces while
the accounts of the provinces with the Reserve Bank will start with the
necessary minimum credits. But in so far as there is a remanet beyond
the amounts so required in cash, it is proposed to write off that remanet
against debt owed by the provinces to the Government of India. The Gov-
ernment of India might in the last resort contemplate making over the
remanet also to provinces in the form of cash, but, inasmuch as the debts of
the provinces to the Government of India carry interest above present
market rates, it is clearly advantageous to them to cancel a correspond-
ing amount of such debt. These balances are likely to grow rather than
to diminish. In effect therefore they are a permanent asset. Accordingly,
if they are used to cancel debt, permanent debt is the most appropriate
to choose for the purpose. IFor this reason and also because it carries a
rate of interest (about 3} per cent.) which, though well above, most nearly
approximates to present market rates, it is proposed to adjust these balances
by the cancellation at par of pre-1921 debt. Even taking intq account the
liability for the payment of interest on provident fund deposits (assumed
at 4} per cent. for 1937-38—a rate which is likely thereafter to fall), each
province will reap a budgetary benefit by this process.

(b) Consolidation.

3. Owing partly to changes in the constitution of the Government of
India’s own debt, from which the capital of the Provingial Loans Fund is
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derived, the existing arrangements for borrowing from the Provincial Loans
Fund have resulted in an unsatisfactory relationship between the periods for
which that Fund has lent to the provinces and those in which the Fund’s
capital is repayable to thé market. In order to correct this anomaly ii is
proposed to revise the means by which provincial borrowing requirements
should be met for the future; and in this connection it is very desirable to
simplify the present relations of the provinces to the Fund by consolidating
the pre-autonomy debt of each province into a single debt carrying a single
‘rate of interest.. This step is also advisable in the interests of future pro-
vincial credit, to which end also it should include provision for the redemp-
tion of the remaining pre-1921 debts, which at present are not amortised.

4. If the period of repayment of such a single consolidated debt were
fixed at 45 years, the above objects could he accomplished without imposing
any additional burden on the budgets of the provinces and indeed with some
relief to each. The Government of India would have preferred to consoli-
date on the basis of a shorter period, but 45 years is at any rate more in
accord with the Government of India’s own obligations to the market than
the existing periods of repayment of many of the provinces’ present obli-
gations to the Fund, and they would be prepared to accept that period.
Certain exceptions would be necessary to comply in all cases with the desire
to avoid increased burdens on the provinces. Owing to the dispreportion-
ately large amount of pre—1921 debt of the Pun]ab the general plan would
not be entirely satisfactory in that case, and it is proposed to exclude from
consolidation Rs.10 crores of the Punjab pre-1921 debt, the Punjab Govern-
ment retaining that debt at 3% per cent. on its present basis with the option
to redeem it if at any time they desire to take advantage of market condi-
tions to do so, In the case of Bombay, it is proposed to exclude a block: of
comparatively short term debt of the Presidency Corporations and to con-
tinue this block entirely on the present terms.

5. The average rate of interest payable on the debt to be consolidated
has been calculated, to the nearest quarter per cent., to give credit in ad-
vance for the near conversion operations of the Government of Iundia.
According to the existing terms of the Provincial Loans Fund, -provinces
could thereafter expect no substantial benefit from conversion operations
until the Government of India 1945-55 and 1960-70 loans are redeemed. Im
order that the provinces may share any advantage arising on those occasions,
it is proposed to give them the right (subject to any restrictions which may
be imposed under section 163 (3) of the Government of India Act), within a
year on each side of the first optional dates of repayment of these loans, to
redeem in cash at par a part or possibly the whole of the amounts outstand-
ing on those dates of their pre-autonomy debts due to the Government of
India (any balance to be repaid over the remainder of the 45 year period),

6. In addition, the Government of India will be prepared te providg
free of charge any ways and means advances required by any province during
the year 1937-38 on the understanding that these are completely liquidated
by 31st March, 1938.

7. The detailed effect of the above proposals is set oub in the accompany<
ing table,
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TABLE.
—_ Madras. | Bombay. | Sind. U.P Punjab, | C.P.
1.—(1) Pre-1921 debt ... 827-8 615-6 274.9 | 1219-4 1086-7(c) | 151-9
Deduct (2) Balance available on )
decentralisation ... | 8772 361-1 49-4 322-6 2942 151.9
Add (3) Post-1921 debt ... 727-5 2070-8 229.7 | 1760-3 998.9 878-6
{4) Debt to be consolidated 978-1 2325-3 455-2 | 2647-1 1791-4 378-6
I11.—(5) Proposed rate of in-
terest on consolidation 4.5 4:5 4.00 4.25 4.00 4.95
JI1.—(6) Debt charges as in
1936-37 revenue budget (d)... 90-5(b) | 139-0 24-0 146-6(a) 96-9 271
{7) Annual total debt charges
on existing debt (d) . . 90-5 149-3 24:0 157.4 96-9 45.6
(8) Annual debt charges “under L
comsolidation ... 512 121.5 ' 22-1 133:5 86-5 19-0
{9) Grossbenefits agamst budget
1936-37 39-3 176 : 19 13-1 10-4 8.1
(10) Gross benefib agmnst total I
debt charges ... 39.3 27-8(e) 1.9 23-9 104 26-6
{11) Liability of provmce in |
respect of that portion of
(2) which carries interest |_ {
assumed at 41 per cent. ... 13-1 13-3 | 2 11-2 8.7 5-7
{12) Net beneﬁt as against [ -
1936-37 budget (d) ... 26-2 4-2 -7 1.9 1.7 2.4
{13) Net benefit as against total
debt charges (d) s 26-2 14-5(¢) 7 12.7 1.7 20-9

(a) U. P. debt charges on 1936-37 borrowing excluded and also 6:82 special repayment of

1935-36 borrowings.

(b) Madras debt charges on 1936-37 borrowing excluded.
(¢c) After cancelling one crore against debt due by Government of India and isolating
further 10 crores at 3} per cent. excluded from consolidation.
(d) The difference between items (6) and (7) or items (12) and (13) in some provinces is due
to amortisation charges being met from resources which have not entered the revenue

accounts_e.g., capital receipts into the Provincial Loans Account or other balances.

(e) These ﬁgures may possibly be regarded as 49 too high.

€35383—36) Wt.326—I1R49 1000 4/38 'P.St, 873
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TELEGRAM FROM THE (GOVERNMENT OF MaDRAS, No. 185 DATED THE STH
May 1936.

Madras Government regret that form of Report which set out conclu-
sions respecting special assistance to certain Provinces with httle or no.
indication of reasons for arriving at these conelusions creates y &
outset in formulating arguments by way of eriticism.

Sourees of revenue of all Provinces at present substantially same
except that Bengal, Assam, Bihar and Orissa enjoy advantage of subsidy
to fifty per cent. export’duty on Jute. In absence of evidence to contrary
it may be assumed that natural resources of Provinees are approzimately
equal, though there are admittedly special circumstances affegting case of
rome of smaller Provinces.

It follows that burden of proof that their present or future resources
are inadequate lies heavily on Provinces whose budgets show recurring
deficits. Prima facie, it is to be presumed that their administrative
systems are unduly expensive or that they have failed to retrench
adequately when retrenchment was necessary (and report admits that some
Provinces have retrenched more drastically than others) or that they haye
failed to tax themselves adequately.

It may be agreed that it is difficult to assess exactly relative extra-
_vagafee or economy of administrative systems or adequacy of retrench-
ments in different Provinees owing to differences of conditions, but annual
reports of Accountants-General and of Auditor General give someé indica-
tion of general soundness or unsoundness of ﬁnancla.l policy pursued by
different Provincial Governments.

In matter of taxation, comparison is possible with reference elther to
ratio of taxation or per capita incidence.

Madras Government regret that report attempls no statistical com-
parison when such ¢omparison practicable. In opinion of Madra.s
Government report attaches undue lmportance to _budgeta osi ns
of _Provinees as they now stand and ignores budgetary positi
might ot should have been had deficit Provinces consistently followed
sounder financial principles.

Madras Government contend that their comparatively sound finaneial
pusition” is due not to intrinsic  superiority -of natural resources of
Presidency but to prudent financial administration and adequate. taxation.
If for example Bengal are considered to be hampered by the Permanent
Settlement (and it must not be overlooked that one' quarter of Madras
Presidency is subject to Permanent Settlement) it is open to Bengal to
impose 4ax on agricultural incomes.

- Proposals of Report Wm%fﬂﬂw
@gmmthodpxx_gbalancmg their budgets in spite of economic depres-
sion which has hit them no less severelv than Provmees who have faﬂed t6
cover deficits. - v

Madras Government can therefore see little Justlﬁcatmn for remig-
sion of debts to extent contemplated or to increase of proportion of expor
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duly on jute allotted.to four Provinces. Taking Bengal by way of com-
parison judged on basis of per capita expenditure standard of administra-
“tion in.some respects appears lower than that of Madras though not in all ;
‘Bengal for example spends twice as much as Madras on University Educa.-
tion and considerably more on Public Health and Sanitation.

But per capita_and acreage incidence of land revenue in Bengal is
~much lower than in Madras actually less than half on the per capita basis.
Madras Government contend that had incidence of land tax and other taxes
been as high in Bengal as Madras, Bengal standard of administration
could have approximated to that of Madras. Revised Budget estimates
for 1935-36 show deficit of 15 lakhs for Bengal agamst deficit of 32 lakhs
for Madras.

Following consistent policy of financial orthodoxy Madras has res-
tricted expenditure for 1936-37 so as to balance budget while Bengal have
budgeted for deficit of 42 lakhs including considerable new expenditure
“which financial position does not appear to justify.

On these figures proposed further assistance of 75 lakhs to Bengal is

out of all proportion. Assistanee on scale proposed to eight Provinces

will seriously jeopardise possibility of distribution of share of income-tax

‘Teceipts. Madras Government trust that their case will not be prejudiced

by circumstances that under scheme of decentralisation of balances and

-eonsolidation of debt 1t is forecasted that they will benefit more than other
Provinces.

Budgetary benefit of decentralisation of balances to Madras is.
estimated to be less than 1 lakh per annum. Benefit of -debt consolidation
proposals estimated at 26.2 lakhs against 1936-37 budget falls to negligible
figure by 1940-41 and becomes minus from 194445 onwards:

In reference to method of distribution of proceeds of taxes on
income Madras Government suggest that Bombay with population of
18 millions is disproportionately benefited by allocation of the percentage
of 20 as against Madras with population of 44 millions and allocation of
percentage of 15 only, more especially as Bombay gain 90 lakhs by separa-
tion of Sind while Madras gain 20 lakhs only by transfer of small area to
Orissa. .

Grounds for proposal are presumably that Bombay is at present more
hlghlv industrialised than Madras and so contributes greater share of
income-tax. Report fails to take into account probabilities of industrial
.development in Madras consequent on supply of cheap electricity from
new Hydro-Electric and Thermo-Electric schemes now contemplated or in
course of completion or under investigation.

Progress of industrialisation in areas already supplied with electrlelty
justifies ezpectatlon of considerable change in relative incidence of i mcome—
tax in Bombay and Madras in future. »>

On this ground and general ground that population factor is
more constant and more exactly determinable than -residence factor
Madras Government contend that if both factors are to be taken into con-
,s:derahon greater aid should bte given to population factor and would
‘press-for. some revision' of proposed percentageg of dlstnbunon accord-
ingly,.
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‘Tm.mxua FROM THE (HOVERNMENT OF BoMsBay, No. 79, DATED THE 5TH
Mavy 1936.

Government of Bombay wish to record an emphatic protest in regard
to recommendations contained in Niemeyer Report. While. tully
accepting paramount need for financial stability at Centre and necessity
for so equipping all provinces as to give them a reasonable prospect of

reacking and maintaining financial equilibrium, Government of Bombay
fecl strongly that case of this Presidency does not appear to have received
consideration it merited, inasmuch as no steps have been proposed to correct
the position in which province of Bombay has been involved by reason of
inequity and inherent unsoundness of Meston Settlement including
falsification of forecast of revenue made by Meston Committee, the com-
plete failure of the anticipations of Percy Committee, the cost of develop-
ment schemes in Bombay City undertaken at behest of Secretary of State:
and long drain on Presidency proper caused by its association with Sind.
The financial difficulties caused by these circumstances and more recent
eccnomic disturbances common to all provinees have been met by Bombay
Qovernment enforcing most rigid retrenchment supplemented by emecr-
geney taxation. The retrenchment measures bave produced an
approximate immediate annual saving of some 150 lakhs but it has been
elearly recognised from the beginning that a very large proportion of this
retrenchment is unmaintainable. The additional emergency taxation at
present yields 724 lakhs annually in Presidency excluding Sind,

2. Public opinion is unanimous that if Government of Bombay assisted
by their Legislative Council had not made these great sacrifices for main-
tenance of their financial stability and standard of their ordinary
administration they would have shared in benefits now proposed for other
provinces which faced their financial difficulties with less resolution.

3. In particular Government of Bombay consider that estimate, in
paragraph No. 11 of Report, of annual benefit from separation of Sind as
approximately 90 lakhs is exaggerated. The amount of this relief was
placed at 98 lakhs in Irving-Harris Report and at 79 lakhs by Sind
Conference of 1932 which certainly had no reason to underestimate it.
Bombay Government have not thought it safe to place figure for 1936-37
budgzet higher than 76 lakhs.

4. As for share in income-tax receipts Government of Bombay mast
deplore recommendations made that its dlstnbutlon to provinees should be
.made_e e,ntxrely dependent upon successful running of railways, position
of which as is pointed out in paragraph 31 of Report is frankly disquieting.
In addition to delaying power given to Governor-General by Section 138
of Government of India Act there is now this recommendation. Any
dislocation of finances of Centre or failure of railways to show a profit will
mean that passing on of any substantial amount of this source of revenue
0 provinees will beecome impossible. In.fact it is more or less certaia that
provinees will receive no share of tax during first five-year period and that
they will be indeed fortunate to receive any substantial share during second.
The Government of India should not be inhibited from supplementing
their revenues from sources other than rallways in order to aceelerate
distribution of income-tax to provinces.

5. Net results of recommendations as far as Bombay Presulen("y is
concerned are that provinee is left with no expanding source of revenu#
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until such time as share in income-tax proceeds is received ; is faced with
additional expenditure which must follow introduction  of provinci
autonomy and prospect of being compelled to restore a considerable amount
of retrenclinent which will swallow wup bulk of relief aceruing from
separation of Sind and will be forced to abandon any hopes of expansion
in such directions as education, public health, agriculture, animal husbandry
and the like.

6. In conclusion Bombay Government again press strongly for cancel-
lation of fictitious debt created in . respeet of of unproduetive irrigation works.
These- worlgg,wer nced from Tevenue and not from“loan ‘money. They
are protective in character and were not intended to yield a profit. They
have been and always will be a source of loss. They should have been left
with Bombay Government without creation of this fictitious debt which
was no more justified than a fictitious debt for previous expenditure on
roads or buildings. Bombay suffered almost as much as all other
provinces combined by this false debt. Since it was based on forecasts
which were entirely falsified, continued existence of burden is unjust.
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TrLeckAM FROM THE GOVERNMENT or BENean, No. 3-T.-F.B., DATED THE
6y May 1936. :

1. The Government of Bengal accept the proposals contained in
paragraph 17 of the report in regard to the assistance to be given to certain
provinees on the introduction of provincial autonomy. They regard the
proposals as in the nature of an award given after a determination of the
amount immediately available for distribution among the provinees and
after an examination of the budgetary position of the several claimants
to that amount. Looked at in this light they cannot but accept them -
as fair and rgasonable though they-ure deeply disappointed ‘that _the

im A -10 be given to6 Bengal, a provinee in which by reasom
) what is now admitted to have been an_unfair distribution of resourees
he standard of administration in admittedly low, falls far short of their

original: expectation.

2. As regards the proposals relating to the distribution of taxes on
income the Government of Bengal, while accepting the general scheme,
desire to raise two points.

3. First, in- paragraph 30 .of the report it is recommended that
during the initial period the prescribed sum which the Centre may in any
year retain out of the provincial share of the proceeds of taxes on
income shall be the whole or such amount as, together with any General
Budget receipts from the Railways, will bring the Central Government’s
share in the divisible total up to 13 crores. At present the divisible total
is approximately 12 crores and the Government of Bengal suggest that
this is the more appropriate figure. The adoption of this figure will
fortify the argument advanced in.the Report in favour of creating an.
interest in the provinces in securing an improvement in the Revenue from
Income Tax and Railways. Further, the Government of Bengal attach
great importance to the early distribution of some share in the proceeds
of the taxes on income among the provinces. It was. recognised on the
introduction of the present constitution—vide Devolution Rule 15—that
the provinces, particularly the industrial provinces, were entitled to &
share in the taxes on income and during the last 15 years the industrial
provinces have had a legitimate grievance since that rule failed to give
the relief for which it was specially designed. In justice to the industrial
provinges, therefore, it is essential that every endeavour should be made
to expedite the allocation to the provinces of some share in the proceeds
of taxes on income. )

4.Becond, in paragraph 34 of the Report the conclusion reached is
that sufstantial justice will be done by fixing the scale of distribution
partly on residence and partly on population, and in paragraph 35 it is
recomménded that the division among the provinces should be according
to the percentages given therein. The same percentage, 20 per cent, is
proposed: both for Bengal and Bombay. - If residence alone had been
taken ‘ad the determining factor there would be little difficulty - i
aceepting parity betwecn Bengal and Bombay and. each would then gain
at the expense of other provinces, but the Government of Bengal find it
difficult to understand how parity can be justified with population as one
of the bases, for the population of Bengal is nearly .three times: that of
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Bombay. Calculations made with reference to the figures given in Table
III of paragraph 74 ~of the Report of the Federal Finance Committee
(the Percy Committee) produce percentages approximating closely to
those recommended by Sir Otto Niemeyer in respect of all provinees
except Bengal, Bombay and Assam. As regards Bengal and Bombay the-
percentages given by these caleulations are somewhat below 25 for
Bengal and somewhat above 15 for Bombay. The report does not
indiqate if weightage has been given to Bombay, but if weightage were to
be given anywhere the Government of Bengal would have expected to
find it given to Bengal and not to Bombay in view of the fact that (4)
Bombay has obtained fortuitous relief to the extent of 90 lakhs from the
separation of Sind and (%) for many years Bengal has, through no fault
of her own, been compelled to submit to an administrative standard
markedly inferior to that of Bombay. It is possible that the inecidence
calculated by reference to residence alone has moved in favour of Bombay
since the Federal Finance Committee reported, but in the absence of
more detailed information the Government of Bengal find themselves
unable to accept the proposal that Bengal and Bombay should be given
the same percentage. S .

5. As regards the jute export duty the Government of Bengal must
reiterate their claim that this should, on principle, be treated as a
provincial source of revenue.

6. The jute export duty was imposed originally as an emergency
measure diring the war. After the war and up to the onset of the
trade depression jute commanded high prices and the ad valorem inci-
dence of the duty was low. In 1924-25 the incidence was between 4 and 5
per cent. The position has, however, now changed. The price of jute
has fallen eénormously whereas the dead-weight of the duty has re-
mained constant and at to-day’s prices the ad valorem incidence is over
L3 per cent. Again, competition by substitutes has increased, for instance
paper bags are now largely used for the transport of cement and the
adoption of bulk handling of grain is extending. In these changed con-
ditions the Government of Bengal consider it unlikely that the export
luty is now passed on to the consumer and in their view it is more probable
:hat it is borne for the greater part by the producer.

7. The Bengal case was not, however, by any means founded entirely
m the present incidence of the duty. There are other cogent arguments,
though of a political rather than an economic and financial nature. In
‘he first place, Bengal can never rest content under a fiscal system which
aims at protecting, largely at her expense as a consumer, the products
o»f other provinees while taxing her distinctive “staple product<for the
benefit of the Centre, in other words for the benefit of those provinces.
[n the second place, the prosperity of Bengal is bound up with the
prosperity of the jute trade. The Royal Commission on Agriculture of
1926-28 ‘drew attention to the risk of substitutes. They were impressed
with the danger to the prosperity of Bengal if jute failed to retain its
sresent position and stressed the fact that if jute is to retain that posi-
ion every effort must be made to maintain the relative cheapness of
mute-as compared with other fibres. The Provincial Government. share
‘0 the full the views and are of opinion that it is inherently unsound
hat the Centre, which for this purpose means the non-jute producing



7

provinces that will command a majority in the Central Legislature, should
be financially interested in the taxation of a product with which the
prosperity of a comparatively small area is so vitally linked.

8. The question of export duties was examined at considerable length
by the Indian Fiscal Commission and one of the principles they recom-
mended for adoption was that in every case an export’ duty should be
moderate in amount. Wherever the actual incidence may be, it seems
clear that the jute export duty to the extent that it falls on the consumer -
must raise the world price of jute and thus put jute at a disadvantage
with its competitors. Similarly, to the extent that it falls on the pro-
ducer, it must reduce the price which the producer would otherwise
obtain. As long as the amount of the duty is moderate it does not have
an appreciable effect in either of these directions : Hence the insistence
of the Fiscal Commission on the principle mentioned. - Now, the jute
export duty up to the commencement of the trade depression was moderate
in its incidence but at present day prices it certainly transgresses that,
sound principle—an ‘export duty which works out at approximately 13
per cent. ad valorem cannot be described as moderate. It appears un-
likely that jute prices will return to the pre-depression level, and the Gov- -
ernment of Bengal are therefore of opinion that a reduction of the duty
must be contemplated in the not distant future. At present financial
considerations do not permit of any reduction of the duty and the terms
and implications of the Report definitely negative the possibility of a
reduction in the future at the expense of the Provincial Governments con-
cerned. But unless the assumptions made in the Report are entirely fal-
sified, there will be a progressive improvement at the Centre and, accord-
ingly, the proposal which the Bengal Government put forward for
acceptance as part of the present scheme of financial adjustment between
the Centre and the Provinces, is that at a date not lafer
than the end of the first 5-year period, the rate of the duty
should be reduced to the figure mnecessary to produce the
amounts now allocated to the provinces, plus any sum required for
research and that, simultaneously, the percentage of the proceeds of the
duty to be assigned to the jute-producing provinces should be inereased
80 as to give the provinces the whole amount of the net proceeds except
what is retained by the Centre for research.

9. The Government of Bengal press most strongly for the adoption
of the proposal put forward in the preceding paragraph. This does not
involve any modification of the Order in Council now to be made, nor any
addition to the resources which the Report recommends should be given
to Benggl. At the same time i recognises the position as regards the rate
of the duty and possesses the great political advantage of removing once
for all the sense of injustice under which this province has laboured for
80 many years and which, if not now removed, will continue to the preju
dice of sound administration and to the exceeding detriment of relation:
between the Provinee of Bengal and other parts of India. :
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TELEGRAM FROM THE GOVERNMENT oF THE UNITED PROVINGES, NoO. 138-0 X.,
- pATED THE 6rH MAY 1936.

The United Provinces Government recOgmse that ‘Niemeyer Report
presents a carefully balanced scheme which in its main outlines stands or
falls as a whole. Though there are certain important factors to which
they would have wished a different value given they reahse that 1t is not
practicable’ at this stage to suggest fundamental changes in scheme put
forward for solution of an extremély diffieult and complicated problem

2. There is however one important point relating to United Provinces
which dppears to the United Provinces Government not to have been
fully appreciated and which is likely to have such a serious effect on new
Constitution in Provinee that they feel bound to press it strongly on atten-
tion of the Government of India and Secretary of State.

3. The United Provinces Government accepts general conclusions of }
Sir Otte Niemeyer that apart from ultimate share in income-tax receipts :
temporary relief only is necessary in this Province. The reason for -
peculiar position of United ,Province,s noted by Sir Otto Niemeyer is that
its revenues are at present depleted by no less than 112 lakhs—the annual
land revenue remission that has been given for last five years necessitated
by slump in agricultural prices. This land revenue remission carries with -
it a remissipn. of anhual rent to tenants amounting to 4 crores and thus
affecting vitally whole agrarian position. The loss in land revenue can
‘ouly gradually be reduced Temporary relief is thus essentlal in earlier
stages of process of recovery.

4. The position for first few years of'autonomy is however appreciably
worse than appears to have been realised. The policy for re-adjusting
land revenue demands which Government with unanimous approval of
Legislature have just embarked upon involves somewhat slow and costly
procedure of re-settlement and revision of land revenue on basis of existing
prices and expenditure thereon in first two years will exceed resulting
increase in land revenue receipts by substantial sums. Drastic retrench-
ments in Provineial expenditure have been effected since slump and during
past year this Government have again scrutinised every item of expendi-
ture with the ntmost care and have made and taken into account in their
estimates further reductions which in their judgment carry retrenchment
to its extreme limits. They have indeed reduced standard of administra-
tion in some cases to an unreasonably low level which eannot be main-
tained much longer. In addition the Legislature in its last session passed
two taxation measures increasing Court fees and stamp duty but effect
of thie will be largely discounted during next few years by.depressing
effect of debt legislation on receipts under this head the depression being
at present greater and likely to be more sustained than was formerly
anticipated. .

5. A careful reexamination of position reveals that there will
inevitably be a revenue deficit of Rs. 53 lakhs in first year of autonomy
which proposed subvention of 25 lakbs would reduce to 28 lakhs. In
the second year it is estimated that with subvention of 25 lakhs there must
still be a deficit of 7 lakhs. This means as a result of two years working
of new Constitution the Government, even if it provided no fresh expend.l-
ture for developments which are urgently required, would have ineurred
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a deficit of ‘35 lakhs. This Government feels confident that neither Gov-
ernment of India nor the Secretary of State would consider it reasonable
that new Government should be faced at the outset with inewitable defirit
on this scale. The effect on working of new Constitution and on publie
attitude towards finanece would be most harmful. So far as Government
of the United Provinces can judge it is not the intention of Niemeyer
Report that any other Province should be launched into new Constitution
with an actual and inevitable deficit. This Government therefore strongly
urges that sufficient assistance should.be given at the outset to enable

Province to start mot in a submerged” condition. They ' suggest that

\

subvention should be raised by 15 lakhs to 40 lakhs for each of first
3 years zud be fixed at 25 lakhs as proposed in the Report for remaining
two years. This would still leave new Government with a deficit of
13 lakhs in its first year but recovery would at least be in sight.

6. In connection with distribution of income-tax receipts this Gov-
ernment wish to emphasise very great importanee they attach to Sir
Otto Niemeyer’s proposal for an early and thoroughZgoing overhaul of
Railway expenditure. '

7. Lastly if it is necessary for Governor-General at the end of 5
years to exercise his delaying power under Section 138 of Government
of India Act so that this Province does not at that time receive any appre-
ciable amount of income-tax the loss by cessation of subvention would
result in serious budgetary difficulties. This Government therefore
suggests ihat after first period of 5 years until receipts from income-tax
amount to 15 lakhs a subvention should be given sufficient to bring total
income-tax receipts plus the subvention to 15 lakhs.
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ExPRESS LETTER FROM THE GOVERNMENT OF fr,HE'PUNJAB, No. 15360, paTED
tHE 30TH APRIL 1936. :

N L ]
The following are the cqmments of the Punjab Government on the
Report of the Financial Enquiry by Sir Otto Niemeyer :—

1. The only comparative figures as between Provinces are contained
in Appendix II-B of the Report. As already intimated, figures for
Punjab incorrectly represent Revenue position. They should be :—

«~

(In lakbs of rupees.)

1930-31—

Revenue .. .. ' .. .. 10,10
Expenditure .. .. .. .. 10,99
-89

1935-36 (Revised)—
Revenue . .. ‘e .. 10,24
Expenditure .. .. . .. 10,45
- -21

1936-37 (Budget)—
Revenue .. .. .. .. los
Expenditure e .. .. .. 10,60
~-16

Error is due to fact that figures as given in Report include Extra-
ordinary Receipts on revenue side and specific capital charges against
thern on expenditure side. In fact, since 1922, Punjab have consistently
treated these receipts as of capital nature, and have used none of them for
revenue purposes. Balance not charged against specifiec capital heads has
been used to reduce capital loans. This was explained in Memorandum®
and to Niemeyer personally ; and until we saw figures we had no reason
to suppose there was any misunderstanding. Practice fully understood
by Legislative Counecil and consistently approved by them. Finance
Member this year, according to accepted practice, introduced Revised
1935-36 and Budget 1936-37 as deficit budgets, and as such they were
debated. Only comparative figures in Report, therefore, contain serious
mistake a3 regards Punjab, and overstate Revenue position.

2. In case it is contended that Punjab practice tends to conceal
revenue strength, we refer to paragraphs 1 and 2 of Memorandum. By
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ear-marking extraordinary receipts for ecapital purpose, we have saved
9 crores in loans since 1921-22. Had- we used them for revenue purposes,
we should have had to borrow additional 9 crores at rates of interest,
average, roughly 44 per cent. We have thus saved interest which would
now amount to 40 lakhs per annum. Our actual extraordinary receipts
for 1934-35 were 16 lakhs, estimates for 1935-36 are 22 lakhs, and for
1936-37 are 36 lakhs. Owing to fall in land prices, there is no prospect
of receipts showing any appreciable increase. Savings in interest, there-
fore, exceed total receipts from this sougce, and policy consistently pursued,
far from coneealing revenue strength, has made ordinary revenue position
stronger than it would otherwise be,

3. So far as immediate assistance is concerned, two very relevant

‘eonsiderations are the following :—

First, the amount of assistance given to any province duri'ng the
last few years from Central Revenues, and s

Second, relief other than from Central Revenues which provinees
will gain as a direct result of the new Constitution.

The various relevant forms of assistance from Central Revenues proposed
or already given are :— .

(+) Cash subventions—paragraph' 24 of Report,
(i1) Fifty per cent. jute duty,

(#14) Additional 124 per cent. jute duty,

(4v) Benefits from debt adjustments,

(v) Prospective shares from Income-tax.

(v]) As a result of new Constitution, Madras, Bombay and Bihar wil
secure relief through separation of provineces.

We omit proceeds from road fund, because petrol surcharge wa:
imposed for distribution to provinces, and we omit also special grants fo:
rural reeonstruction which we gratefully acknowledge, but which are non
recurring (paragraph 29 of Report).

Omnitting non-recurring grants, the figures of relief which variou
provinees will secure are given in the attached statement. It is assumec
throughout that it will not be possible to give any share of Income-ta
to provinces before the sixth year. .

4. This statement speaks for itself. Out of recent snd immediats
relief amounting to 822 lakhs, it is proposed that the Punjab should gel
1.7 lakhs, or one-fifth of one per cent. Out of total relief which i
estimated at 14,22 lakhs at the end of ten years, Punjab will get 49.7 lakh:
or 3.5 per cent. of the total.

So far as immediate relief is concerned, the position is actnally wors
than that shown, since the Government of India are withdrawing ar
assignment of 7 lakhs which the Punjab receives at present on account o
compensation for loss of Hxcise duty on Punjab liquors consumed in Delk
and the North-West Trontier Province. Allowing for this, the proposal:
mean that not only will the Punjab start under the new Constitution witt
no outside relief whatever, but to the exfent of five lakhs will be helping
Central Revenues. In contrast with this, every province in India will ge
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irnuanediate relief, varying from the enormous sum of 243 lakhs in the case
"of Bengal to 21 lakhs in the ease of the Central Provinees. Of the major
‘provinces, the United Provinces is second to the Punjab, but will get. 38
lakhs. i ;
. 5. The only provinces to which it is not proposed to give direct sub-
ventions, are Madras, Bombay and the Punjab. 'As regards the first two,
however, they get direct relief from the separation of provinces and addi-
tinpal assistance from debt transactions. Madras gets relief to the extent
" of 46 lakhs from these sources and Bombay to the extent of 104.5 lakhs.
The system of direct or indirect rélief is, therefore, universal, there being
one exception only and that the Punjab. We have sought for reasons in
the Report itself for this exception, but have found only the following :—

In paragraph 11 of ‘the Report, reference is'made to the relief given
to Madras and Bomhay through separation of provinces, and this is pre-
sumably one reason why they have been given no direct subvention. In
the same paragraph, it is mentioned that these two provinces and the
Punjab have certainly not the lowest administrative standards in India.
We can find in the Report no other specific reason why no subvention has
been proposed for the Punjab. In paragraph 20 of the Report, Niemeyer
supports the faet that Madras, Bombay and the Punjab fo whom he does
not suggest any immediate assistance as part of his proposals, will derive
certain advantages from the scheme. Madras gets 26 lakhs immediate
udvantage, and Bombay 143 lakhs, The Punjab will get the nominal
immediate benefit of 1.7 lakhs, and, as already mentioned, this is more
than wiped out by the loss of an existing assignment from Central
Revenues. It is a misapprehension to suppose that, under the proposals,
the Punjab will get any immediate relief. For the first five years it will
get less assistance than at present, and there are no compensating factors,
as in the case of Madras and Bombay, to weigh, even partially, against the
non-grant of a subvention.

6. 1t the proposals are accepted, the Punjab, so far as external
assistance is concerned, will have to start the new Constitution. worse
off than it is at present, and with no prospect of any relief until the
sixth year. It will, therefore, have to depend on itis own resources for the
first five years ; and the Punjab Government see no prospect whatever of
the provinece remaining solvent in present conditions, unless-the existing
standards of administration are seriously reduced. The conparative
stability of provincial revenues during the past three years is attributable
to four main eéauses —

First : high standard of taxation ;

Second : drastie retrenchment ;

'Third : the strictest contro] over new expenditure ; and
Fourth : faveurable harvests.

In spite of adhering to most rigorous economy, the Finance Member had
this year to present a deficit budget. On the receipt side, the prospects
for the future are definitely bad, and, as explained to Niemeyer, have
deteriorated since the Memorandum to the Government of Indix was
written. Mention was made in that Memorandum of prospective losses
in receipts on account of the re-assessment of the Lyallpur district, and
the sudden and rapid decline in eivil litigation. The former loss may be
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put at 20 lakhs per annum, and the latter at 15 lakhs per annum. In
-addition, there is the loss of the assignment of 7 lakhs already mentioned
Arom the Government of India, and also a prospect of a loss, within two
years, of revenue from the consumptlon of Charas of between 10 and 13
lakhs per annum. The Chinese authorities in Turkestan have placed a
ban on the export.of Charas, and the Punjab Government are powerless
in the matter. They received information of it after the Memorandum
was written. Against the above falls in revenue, the only visible offsets
are 1.7 lakhs from the Government of India scheme of debt conversion,
and a gradual increase in receipts from the hydro-electric scheme. On
the present level of .agricultural prices, the average net receipts during
the next few years will be down by 40 to 50 lakhs per annum.

On the other hand, assuming thaf there will be no expansion of bere-
ficent activities, or any improvement in the admindstrative standards, it
is inevitable that there should be an increase in expenditure. Automatie
increases will result from the following causes :—

First. unavoidable expenditure in connection with the new Consti-
tution ; 5 »
.. Second, incremental scales of pay ;
Third, pension charges ;
Fourth, educational grants ; and

" Fifth, the maintenance and repair of pubhe works, fo]lowmg the
perlod of rigorous economy.

The drastic character of the retrenchment made after the slump, and
the standard of economy followed since, make it the more difficult to
keep expenditure down to existing ﬁ.gures. In his last budget speech
when the Finance Member introduced a deficit budget for the current
year, he promised that he would again examine expenditure in every
depariment ; but he warned the Legislative Council that so much- re-
trenchment had been done in recent years that little scope was now left.

7. The positlon, therefore, is that, unless agricultural prices rise, of
w}u»h there is little, if any, hope the Punjab Government must have
increasing deficits, unless they again carry out drastic retrenchwent.
This can. only be "done by stoppmtr expansion in all directions, and by -
cutting down existing standards in many branches of the Administration.
There is no questlon of starting on an ‘‘ even keel ’’, or of the Punjab
having, tc some extent, to progress more slowly (paragraphs 4 and 10 -
of Report). It must go back unless it gets assistance.

8. Its position may be contrasted with that of all other provinces
under the present proposals. Owing to direct subventions or indirect
relicf, every province, except the Punjab, will be able to start the new
Constitution with greater resources than at present. Taking the. 1936-37
figures as a basis and allowing for the immediate relief that will accrue on
the' eommencement "0f- the new Constitution -every’ Province except :thé
United Provinces and Assam, will have a surplus. In all of them the first
Ministry will be able to start on a progressive programme—a matter of the
greatest importance from the politieal point of view. - In the Punjab alone;
which claims to be one of the most progressive provinces in India, will the
new Government have to face shmnkmg revenues, and carry out at once: a
programme of retrenchment, -
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9. The Punjab Government know of no reason for this discrimina-
tion against a single province, Its ease is clearly distinguishable from
the other two provinces which will receive no direct subvention.. Both
these provinces will receive large benefits, while the Punjab gets nothing
at all. If the Punjab has attained standards of administration, and
especially in the beneficent departments, higher than in some provinces,
it is mainly because the people have accepted high standards of taxation.
The Legislative Council has consistently supported the proposals of Gov-
ernment for new taxation. If the financial position of the province has
been comparatively good, it is because its Government and Legislative .
Council, have for years insisted on sound principles of finance, and, imme-
diately afier the economic slump, carried out the most drastic retrench-
ment. It appears to be manifestly unfair to impose s perpetual penalty
on the province for these reasons, or to leave the unfortunate impression
that it might have fared better, if it had been less provident in the past.
Even if the principle be admitted that the present occasion should be
used to apply, as between the older provinces, a certain amount of corrce-
tion to existing standards, the Punjab Government contend that it is
unreasonable and unfair to apply it in such a way as to exclude one
province only from all benefits, .and to give to angther province benefits
out of all proportion to those given to the rest. The direct recurring
subvention out of Central revenues proposed in the Report amount,
roughly, ‘o 450 lakhd (paragraph 17 of Report). To this sum should be
added the share of the jute tax already given to certain provincex (para-
graph 22 of Report). The total is 640 lakhs. Of this sum, Bengal
receives Rs. 243 lakhs, or 38 per cent. Out of the total sum of Rs. 640
lakhs, Rs. 375 lakhs goes to older provinces, of which Bengal receives
65 per cent. This seems to go far beyond the *‘certain measure of
correction *’, to which reference is made in paragraph 10 of the Report.
If it is possible to give the Punjab immediate assistance without en-
croaching on the relief proposed to other provinces, so much the better ;
but if it ie not possible, then the Punjab Government consider that the
proposed division of available funds is so inequitable, as between diiterent
provinees, as to require modification.

10. In short, the Punjab Government ask that the Punjab be included
in the scheme of immediate relief on the following grounds :—

(¢) The figures given in Appendix II-B do mnot correctly
represent the revenue position of the Punjab relative:
to other provinees, which is Iless favourable than there
shown, - o 7

(i) Taking the scheme of relief as a whole, the Punjab will receive

...+ from Central Revenues, on the inception .of the new Consti-
tution, less than it is at present receiving. - -

- {1%) Every other province in -India will get substantipl relief in
one form or another.. In this respect, the case of the Punjab

. .18 ‘eledrly distinguishable from that of Madras and Bombay,”

- :the enly other provinces for which no direct subvention is-
proposed but which get large relief in other forms.

(fv) Owing to unavoidable circumstances, there will be a serious
decline in recurring revenue receipts of the Punjab coincid-
ing with the introduction of the new Constitution.
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(v) At the same time there will be an unavoidable and cousider-
~ able ‘inerease in recurring expenditure. -

(vi) ‘As a Tresult, the Punjab must be for some years a deficil
provinee, unless drastic retrenchment is again carried out,
which, owing to the rigour of retrenchment in the past, can
now be done only by seriously reducing existing standards
of administration.

(vii) In the Punjab alone, the first autonomous Government will
have no resources with which to carry out even the most
modest progressive programme, but will have, instead, tc
adopt a policy of retrenchment ; or, in the alternative, gc
back on the sound principles of finance which the provinee
has consistently followed since the Reforms of 1921.

(vii) From the political point of view, the effects will be deplorable

\ (1x) The present scheme, if accepted, will leave 3_permanent sens

: of injustice in the Punjab, which will be aceentuated Dy the
fact that the Punjab alone gets no benefit whatever, while
in contrast, another province gets advantages out of al
proportion to those given to ‘any of the older provinces.

11. With regard to the proposed distribution of the proceeds o
income-tax, the Punjab Government make the following submissicns. I
the scheme stood alone, the Punjab would urge distribution on a popula
tion Dasis, which would give them about 9 per cent., instead of 8 per cent
of the proceeds. The scheme, however, does not stand alone, since, i
practice, it eannot be divoreed from the other forms of permanent relie
which provinces will get. When these are taken into consideration, it i
clear that the Punjab comes out the worst of all provinces. The amoun
which they will get does not set off the amount which even the smalles
proviuee will get by way of total relief, while as between them an
Bengal, the difference of treatment - becomes still more marked. A
between the Punjab and the other two provinces. namely, Madras an
Bombay, which get no direct subventions, the proceeds from ineome-ta
further distinguish the cases to the great disadvantage of the Punjal
The sclieme of distribution accentuates the illiberal treatment propose
for the Punjab. The general result is that not only will the Punja
be crippled for the first five years of the new Constitution, but th
assistance it will receive later will be on so modest a scale as to impos
very narrow limits on progress dependent on external assistance. Th
Punjab Qovernment would, therefore, ask that their share be increase
" in any case to at least the population percentage, and that, if it is nc

given any other means of direct relief, the share be raised well above tk
population basis, so as to compensate for the complete absence of relic
ir otLer directions.

*The memorandum referred to was the official representation of the Gaver
. ‘'ment of the Punjab on the financial enquiry. It was submitted to the Gover:
apent of Indie in November 1935 and passed on by them to Sir Otto Niemeyer.
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Enclosure to Punjab Government Express Letter No. 153360, dated the 30th April 1936.

Financial assistance already given, proposed to be given or which Share from in-
will be eﬁectwe immediately on introduction of new constitution. come-tax which
will accrue in
full after 10 Percenta,
: years (on the Total of | of tota
Provinee, . Relief | Subven- 50 9% Extra 12} Benefit assumption that | columns | amount ul-\
from sepa- | tion pro- | share of | 9% ‘of duty | from con- the smount sur- | 7 & 9 | ready sur-
ration of | posed by | duty on |on jute pro-| solidation rendered by  |(in lakhs). | rendered by
. Sind & [ Sir Otto jute posed by | or cancella- ! Total. Govt. will be the Govt,
Orissa | Niemeyer| (basedon | Sir Otto |tion of debt Rs. 6 Crores.). of India.
(para.’ 11). ((para. 24).| figures in { Niemeyer (para. 21
. para. 22).1 (para. 22). (& App. III). )
Per- |Amount.
- ) centage.
1 2 3 4 5 6. 7 8 9 10 1
Madras .. - .. i 20 e e - 26-2 46-2 15 90 136.2 9-6
Bombay .. . . 90 . . . -14-5 4 20| | 2245 15-7
Bengal .. . . o .- 168 42 33 . 243 20 120 %% 25-6 -
U.P. .. . . .. 25(a) ‘. . 1247 37T 15 | 90 7 9
Punjab .. . . . HS .. . .. 1-7 1.7 8 48 T49-7 36
Bibar .. . ., . 8 . 10 2:5 ;22 42'5 10 60| 102:5 7-2
C.P. ... .. .. .. . .. 20-9 20-9 5 30 ). 50-9 3-6
Assum e . | 30 9 2-25 15-5 56-75 2 12. 68-75 48
N.W. R P. . o A R 100(b) - . o 12 1 8 118. 83
Orissa .. . .. 40(c) . 1 +25 9:5 0-75 2 12 62-75 4:4
Sind . . . . - 105(d) - 7 1056-7 2 12 117-7 8-3.
. . ‘(d K — R L ————— o
{a) For a period of 5 years.
(b) Subject to reconsideration at-the.end of 5 years.
(¢) An additioﬁa.l Re: 7 lakhs will be given in the first year, and Rs. 3 lakhs in each of the next four  years.

(d)'”.!;bt [ t£mmd of 10 years to ‘be ‘reduced ‘gradually thereafter (paragraph .13).
or

o jail at Shakarpur.

In the first year an additional Rs. 5 lakhs to be given

i1
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TELEGRAM FROM THE GovaMENT oF BraAR, No. 9-R.C,, pATED THE 6TH
' May 1936.

Following are views of Bihar Government on Niemeyer Report.

Paragrdph 17.—In paragraph 11, Niemeyer admits as past Com-
mittees have admitted that Bihar and Orissa is the poorest Province in
India. Bihar itself has an extremely dense population. It contributes
largely to the wealth of India from its minerals and agriculture but
derives no financial advantage as it is not permitted to tax the minerals
and is under the disability attaching ta no other Province execept Bengal
owing to Permanent Settlement making any inerease in land revenue impos-
sible. The existence of mining and industrial areas is consequently an extra
financial burden. Local Government urge strongly that the figure of 45
lakhs asked for by them is the minimum immediate requirements as a
grant-in-aid.. This figure is fully justified by financial history of the
Province which has been starved since it came into existence in 1912 and
has had perforee to maintain a lower standard of administration than any
other Province of India, which standard has been recently lowered by the
policy of retrenchment which has been followed. While 25. lakhs will
allow some increase over expenditure in 1936-37 budget provided excise
receipts remain stable this figure takes insufficient aceount of the factor
mwentioned above. Assistance proposed is therefore inadequate to start
the Province on an even keel as proposed in paragraph 9.

Paragraphs 19 to 21~—Bihar debt contracted before 1st April 1936
outstanding on 1st April 1937 will amount to 471 lakhs, of this sum 341
lakhs is pre-reform undated debt carrying interest at the rate of 3 1|3 per
cent. balance 130 Iakhs is dated repayable in years between 1941 and
1966 of which 30 lakhs is bearing interest varying between 43 and 5%
and balance at 3% or less. If debt were consolidated as in Appendix IIX
repayable in 45 years interest should not exceed 3% per cent. giving
annual "instalment of about 21% lakhs. If debt were not consolidated
annual budget saving resulting from cancellation of debt would for a few
years slightly exceed this fizure but would rapidly decrease as loans-ave
repaid and would drop to 12 lakhs in 1956. Not more than 22 lakhs
should therefore be taken as maximum annual recurring budget beneiit
resulting from debt cancellation.

In, these circumstances local Government assumed that figure of 22
lakhs in paragraph 21 implied that in case of Bihar no part of decent-
ralised balances would be set off against debt cancellation and the whole
of decentralised balances about 3 crores would be available to local Gov-
ernment for ways and means and for utilisation.to secure funds for pay-
ment of the new liability for the Provinces after decentralisation of
balances, viz., interest of 6} lakhs on Provident Funds which sum is
applox1mately all that ean be realised by investment of the balance after
providing for ways and means.

Government of India have however advised in response to a reference
that this assumption is inecorrect and that Bihar will receive only a single
sum of 21 lakhs out of its provinecial balances under scheme of decentralisas
tion implying that rest of provincial balances will be retained by Govern.
ment of India as a set off to debt eancellation.

If Government of India view is eorrect, Bihar will not only have to
find 61 lakhs a year to meet interest on Provident Fund but will ha
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deprived  of capital by investment of which “this*sum- might have- been
produced. Local Government claim-that on this theory the benefits which
it is intended they should receive will be reduced not only by 6% lakhs but
by the annual value of the balance of 280 lakhs which will be appropriated
by the Government of India. This figure they put at 10} lakhs that being
the sum by payment of which a debt of 280 lakhs can be repaid in 45
years at 23 per cent. The approximate net annual budget saving result-
ing from debt cancellation is therefore, if the Government of India view is
Qorrelalctélreduced to 11} lakhs in place of 22 lakhs referred to in para-
grap ) : it

Local Government ecannot believe that the Government -of India inter-
pretation is correct in case of Bihar as on that interpretation the special
assistance for Bihar becomes largely fictitious and local Government are
convineed that Niemeyer recommendation for nett improvement of Bihar
finances was intended to be the equivalent of a genuine grant-in-aid of 25
lakhs and this at least the local Government claim should be given without
any reduction of decentralised balances. To sum up on Government of
India interpretation the Niemeyer recommendation would only benefit
Bihar to the extent of 113 lakhs plus 2} from jute tax in place of 25 lakhs
which Sir Otto found necessary in the first instance and to reach Niemeyer
ficure of requisite assistance from debt cancellation and extra share in
jute tax would have to be supplemented by a grant-in-aid of 10} lakhs.

Local Government are the more convineced of their interpretation
of the intention because under the present proposals they are being
deprived of an advantage which will acerue on decentralisation of balances
to other provinces which are not held to be in need of immediate assistance.
By the method proposed in Appendix JII for consolidation of debts;
Madras is shown as benefiting to extent of twenty-six lakhs and Bombay
to the extent of fourteen and a half which benefit is lost by provineces whose
debts are cancelled by paragraph 21.  In fact if the assignment of 45
lakhs claimed by Bihar cannot be given local Government urge that in
addition to 25 lakhs grant-in-aid they should be allowed in some way to
share the advantage given to provinces on liquidation of their debts against
outstanding balances.

Paragraph 35—Local Government claim was that the basis of distribu-
tion should be wholly that of population and they still consider that as
the distribution of income-tax is a balancing factor to equalise the oppor-
tunities of various provinces a distribution entirely on this basis would be
fair. They would therefore press for an increase to 12 in the percentage
allotted to Bihar to compensate in future for past financial starvation:of
Bihar. o ‘ '
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TELEGRAM FROM THE GOVERNMENT OF THE CENTRAL PROVINCES, DATED THE
o 6TH May 1936.

While regretting that it has not beén:found possible as a result .of
financial enquiry to recommend provision immediately or in full measure
of relief contemplated in Local Government’s representation made during
enquiry, Governor in Council welecomes cancelling part of debt and relief
afforded by proposed scheme of decentralised balances and consolidation
of budget estimates so far as they go, he trusts that with this assistance
and with continued policy of rigid economy already pursued by this
Government it will be possible to inaugurate reforms with at least a
balanced budget and with a reasonable prospect of a return to adequate
standard in developing department when full share of income tax is
distributed to province.
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TELEGRAM FROM THE GOVERNMENT oF AssaM, No. 389-C.B., DATED THE 6TH
. May 1936.

The Government of Assam have examined Sir Otto Niemeyer’s pro-
posals regarding Assam. On the basis of the acceptance of Government of
India’s proposals for decentralisation of balances it is proposed that all
debts contracted prior to the 1st April 1936 will be cancelled and the
Province granted an increase in the jute export duty, a share at a future
date in income-tax receipts and a subvention of 30 lakhs. The Government
of Assam assume that the cancellation of previous debts results in the
sum provided in the current year’s budget for payment of interest and
capital of such debts, amounting to nearly 19 lakhs, being saved, and the
current year’s deficit of 63 lakhs reduced thereby. In the interests of the
new Constitution this Government would request that the remainder of the
current year’s deficit, so far as it refers to strictly provincial expenditure,
may also be cancelled.

Beyond this point opinions of the Local Government differ to some
extent. The Indian Member and Ministers have read the Report with pro-
found disappointment. They were looking forward to the Province being
made as self-sufficient as possible so that provincial autonomy may have
substance. It was with that intention that the Government of Assam
presented before Sir Otto, in addition to estimates of normal receipts and
expenditure, estimates for such institutions as a High Court, a University
and Medical and Technical (including Agricultural) schools. ' They now
find that there is not only no room for further progress in making up the
essential deficiencies but on the contrary even on the present scale of
expenditure there will still be a deficit of about 25 lakhs to be covered
either by taxation or retrenchment, They consider that the economie
condition of the people, the bulk of whom are agriculturists, does not
permit of additional taxation. Retrenchmenti on the other band would
entail curtailment of services rendered at present to the publie, a prospeci
which they are eonfident no Ministry under the new Constitution will face
with equanimity. Considering all these factors and the slender hope of
an early expansion of revenues they think that an additional subvention
of 25 lakhs is essentially necessary to put the province on an even keel.

The Minority of the Local Government though agreeing witi: a great
part of this are not able to accept the position that a deficit of 25 lakhs
is involved in the proposals, and think that they are such as with some
retrenchment will just enable the province to balance its income and
expenditure in the opening years of the new Constitution provided that
no natural calamity occurs to necessitate heavy additional expenditure.
There will of course be no margin for some years to come for any expansion
or improvement in the standards of administration the necessily of which
has heen particularly stressed in the discussions. Especially it is regretted
that it will be impossible to establish a University without which Govern-
ment eannot control the educational system, and an Agricultural Iustitate
to explore the agricultural needs of the province. The recurring cost of
these iustitutions was estimated at 5% lakhs in papers put before Sir Otto

Niemeyer.
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TELEGRAM FROM THE GOVERNMENT OF THE NorTH-WEST FRONTIER PROVINGE,
No. 80, pATeD THE 5TH May 1936.

We appreciate extent of relief proposed but wish to make clear exact
result of proposals over next fivie years. Niemeyer has not specified which
of our proposals he lias negatived, but fact remains-that many of them have
been cut out hhough they contained nothing that we did not consider
essential.

(@) Subvention of one crore fixed in depression year 1932 was
admittedly less than Haig Committee considered mnecessary. Our stand-
ing deficit is 8 lakbs in current budget, in spite of economies so rigorous
as to cripple any attempt at normal progress.

(b) Further expenditure statutorily necessary is Rs. 1,67,000 on
account of inauguration of provincial autonomy and an average of about
Rs. 2 lakhs a year on account of normal growth of pensionary charges
during next 5 years.

(c) Further expendlture on reserved side which we consider irapera-
tively necessary in interests of law and order, namely, formation of Mardan

- district Rs. 90,000 and. reorganisation of Criminal Investigation Depart-
meni, increase in Police investigating staff and Police Training School
Rs. 1 lakh, .

(d) Total of (a), (b) and (c) is Rs. 13} lakhs.

(e) Benefits proposed by Niemeyer amounts to about Rs. 13 lakhs.
We also hope to increase revenue by Rs. 2 lakhs from new Paharpur Canal
Scheme and also by 1 lakh if Motor Taxation Bill is passed. This will
leave Rs. 2} lakhs and even if whole of this sum is allotted to beneficent
departments many schemes of these and other departments which have long
been accepted by Government as desirable will have to remain undone.
This leaves nothing for.buildings which are urgently reguired and for
which we estimated at Rs. 68 Iakhs in our proposals to Niemeyer Committee.

2. If beneficent deparfments are to receive assistance which people of
this province hope (based particularly on assurance given by Gov-
ernment of India in 1931 of approximate equality with Northern
Punjab) view of this Government is that further sum of at least Rs. 2 lakhg
annually may be added to subvention for next few years until we receive
share of income-tax to that extent.

3. As regards buildings it is considered that following .items afe
unavoidable. Council Hall Rs. 1,15,000 total ecost of which is estimated
at Rs. 2,65,000 inclusive of Rs. 1,50,000 provided in current year’s budget,
Government Printing and Stationery Office Rs. 2,00,000, buildings for
new Mardan Distriet Rs. 1,00,000, Police Stations Rs. 1,00,000, Quarters
for clerical establishments Rs. 2,00,000 and buildings for beneficent depart-
ments and water supply schemes Rs. 8,00,000. First two items are neces-
sitated by provmclal autonomy and remaining ones are imperative. A
non-recurring sum of at least Rs. 15,00,000 will be required for above
buildings and it is earnestly requested that this amount may be allotted
to this Province in three annual instalments of Rs. 5,00,000 each. Even
this sum makes no provision for such items as. married quarters for police
and many buildings which are required by beneficent departments.

4. We agree to method of benefit by cancellat:on of debt and to revi-

Slon of subvention after 5 years. We have no comments to make regald-
ine distrihntinn af racidnal favee an inenme.
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.~ '5. Publie opinion has hardly had time to express itself but harps on
faet that original subvention was an economy subvention and that Haig
Commiittee’s. proposals were arbitrarily reduced by Government of India
and on Government of India’s assurance referred to in paragraph 2 of
this telegram. During last 4 years Government have continually been
attacked in Legislature and outside on these grounds and there can be no
doubt as to genuineness of this feeling, Adverse comment has been
attracted by second last sentence, paragraph 16 Niemeyer Report, which
is taken as unnecessarily prejudging position 5 years hence.
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TELEGRAM FROM THE GIOVERNMENT OF ORISSA, DATED THR 5TH MAy 1936.

Orissa Government consider proposals of Niemeyer Report regard-
ing Orissa require modification for following reasons. Draft Budget for
1936-37 on which Orissa Government is now working was originally framed
after normal budget procedure and scrutiny by parent provinees and
further serutinised by Government of India. Savings of 4% lakhs have
still to be found to make that budget balance on basis of subvention of 40%
lakhs granted this year without encroaching on 2 lakhs opening’
balance. After careful examination Orissa Government cannot foresee
savings of much more than 1 lakh in place of 4} lakhs although all pro-
posals far improvement of present retrenched standards have already been
cut out. Even that saving cah only be found by avoiding expenditure
which is either obligatory, e.g., Ministers, or highly desirable, e.g., bacterio-
logical laboratony, in future years. Therefore revenue deficit this year
excluding subvention even on low existing.post-retrenchment basis is 404
plus 33 = 44 lakhs. In future years expenditure will rise by cost of
Legislative Assembly and other’ charges incidental to new Constitulion.
Moreover this year’s estimate is basad on lowest pay of time-scales of all
new establishment which includes _whole headquarters establishment and
will inevitably increase as new incumbents draw increments. This year’'s
estimates also include only 11 months salary instead of 12 for whole of
new Secretariat and other headquarters staff, whereas future budgels must
provide for 12 months. There will also be inevitable increases in other
directions especially in maintenance charges for buildings constructed from
capital grant and roads from central reserve of Road Fund, while expendi-
ture postponed this year must be eventually incurred. Province is a cora-
posite one with different methods of administration in different parts and
it is difficult and undesirable to level all parts down to lowest standard.
Therefore revenue deficit in future years even on existing retrenchment
basis will be little less than 50 lakhs and if subvention is limited as pro-
posed to 50 lakhs there will be hardly any scope for improvement in exist-
ing standard. In particular there will be no prospect for many years of
improving edueation, agriculture and health services or of establishing
University, Orissa depends on two Universities 'with little voice in either.
Scope for expansion of revenne is as Niemeyer says wunusually limited.
Land revenue of half total area is permanently settled at less than 4 lakhs
and greater part of remainder is settled for next 20 years. Two-thirds
of provinee is partially excluded and half the provinee is more backward
than any part of India exeept excluded areas. Orissa has special prob-
lems of floods and retrenchment in recent years has prevented even proper
maintenance of vital protective works not to speak of adoption of many
measures recommended by 1928 expert Committee. Even with additional
15 lakhs now proposed provision for buildings necessitated by separation
is still inadequate since provinecial headquarters, one district headquarters
and iwo sub-divisional headquarters have to be built besides central jail and
other necessary buildings. Opening balance of 2 lakhs given this year
will, as shown above, have disappeared by end of year. No margin ‘will
be left for unforeseen expenditure capital or otherwise or for working
balance. Once it is admitted that certain provineces and centrally
administered areas must receive help from Indian revenues, it is fair to
aim at some common standard for those areas. But proposals involve
great disparity in treatment among the assisted units giving to Orissa a
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subvention far less per head of population than to other units who have
already a far higher standard of expenditure per head. Orissa’ Govern-
meut ask for 10 lakhs as opening balance to cover unforeseen non-recur-
ring expendxture and 10 lakhs more as recurring subvention to enable
popuiar Government to make some slight improvement in low existing
standard during the opening years of the new Constitution and to enable
Governor to discharge responsibility for partially excluded areas. Orissa
‘Government regard these additional sums as essential in order to prevent
the purpose of Parliament in bringing the province into existence being
stultified by inadequate initial resources.
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TELEGRAM FROM THE GOVERNMENT OF SIND, DATED THE 6TH May 1936,

It is a matter of some disappointment to Sind Government that it has
not been found possible in Niemeyer Report to give assistance to Sind in
the form of a substantial reduction of barrage debt. In absence of any
reasons in the Report why this course is considered inconvenient the Sind
Government are unable to appreciate why such an arrangement should
not be given effect to ; but if this be found impossible the proposals in
Report are accepted subject to the following remarks.

The proposals both as regards annual subvention and repayment of
barrage debt depends on forecast of increased revenue due to barrage
proving correct. This can only happen if normal agriculture and ecunomie
conditions obtain every year during next 45 years ; but it is impossible to
say this condition will be fulfilled.

In particular the forecast assumes an increase of 19 lakhs in revenue
in 1947-48 and of increasing amounts for next fifteen years owing to levy
of increased rates of land revenue assessment. The imposition of these
rates will also depend then on prevailing agricuitural and economie condi-
tions. '

) The Sind Government therefore presume door will be left oper for

adjustment of subvention and debt repayment in case revenue expecta-
tions are not realised. In any such readjustment Sind must be assured
of minimum revenues required for its needs as a progressive province.



31

TELEGRAM FROM THE GOVERNMENT oF INDIA, T0 THE SECRETARY OF State
For Inp1a, No. 1147, patep THE 14t May 1936, o

o We _wis_h at the outset to express our great appreciation of the serviee

which Sir Otto Niemeyer has rendered to India in making the survey of
Indian finances contained in his report and in undertaking the lask of
trying to satisfy all the Provinees as well as the Centre from resowrces
which are not indefinitely expandible. ‘

2. Sir Otto estimates the cost of his recommendations at about 2 crores
a year diminishing by a few lakhs as the special non-recurring- granis to
Orissa and Sind run off. To this figure must be added the cost of decen-
tralising balances and the cost of the debt consolidation scheme referred
to in Appendix ITI. ‘

I i’lAltog?ither the Govertr)lment}of India calculate that the initial cost of
all these adjustments. is about 23 crores a year of which 2 crores will fall |
divectly on thé Budget and 3 ¢roTe will be a diminution of capital repay-
ments. - The consolidation proposals ‘also involve a spreading of repayment.
instalments which will have the effect of increasing semewhat the interest
charges in the Central Budget in the early years though the increase will
be counter-balanced by corresponding decreases later on.

3. The figures of initial cost are in excess of anything the Govern-
ment of -India have hitherto contemplated, but nevertheless having regard
‘to the supreme importance which is attached to giving Provincial
Autonomy a, fair start, they are prepared to accept the conclusion reached
by Sir Otto in paragraph 18 of his report (viz, that His Majesty’s
Government may safely propose to Parliament that Part III of the
Government of India Act, 1935, should be brought into operation as from
1st April next) provided that there is no question of increasing in any
appreciable degree the total of the initigl assistance_recommended, and
provided that it—is elearly understood that it may be necessary to retain.
the remainder of the surcharges on Income tax and Super tax at any rate
for some time after the 1st April 1937 in order to maintain a balanced
Central Budget. Incidentally we desire to indicate that we attach very
great importance to the general adoption of the arrangements which we
have proposed for the decentralisation of balances and the consolidation of
pre-autonomy debt and to express our earnest hope that these arrange:
ments will have your full support. Indeed we go so far as to’ say that
we regard them as an integral part of the initial financial adJustments.J
Tn this conneetion we wish to correct a misapprehension which appears to
exist that some Provinces will get large uncovenanted benefits from these
arrangements. The “greater part of the gains shewn in Appendix IH
represents merely the immediate budgetary effect of spreading debt; re-
payments over a longer period. In later years of eourse the result of this
spreading will be to prevent budgetary reductions which would otherwise
have taken place. ’ : hoth : @ .
" 4. The next question which arises out of the report is ‘whether e-
Cent:él Budget cgn.continue to sustain the burden involved by thesevn
ipitial adjustments plus.the cost of the separation ‘of Burma (estlmatialde.
at 23 crores per annum) and in addition can forego in stages overht o
following 10 years a further sum of at least 6 crores. Naturally we- have:
had»fo"frame for the information of Sir Otto Niemeyer such forecasis a%
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we could reasonably make of our position in the years to come. Inevitably
these estimates are’invested with great uncertainty. The factors which
make for uncertainty are with two exceptions set out by Sir Otto. Those

| exceptions are the possibility of India’s being involved in war and the

1 possibility of internal political disturbances of such -a magnitude as
materially to affect the prosperity of the country. The former possibility
no calculation can take into account, the latter the Government of India
think that they may safely reject. For the rest there fall to be considered
the position of the Railways and the possibility of the law of diminishing
returns setting in in connection with Customs Revenue. .

5. As regards the Railways the Government of India have no hesitation,
in saying that, unless their solvency on the basis of a full commereial
accounting system can be restored, and that before very long, the latter
stages of the programme envisaged by Sir Otto Niemeyer will be quite
impossible of execution. At present it is hoped that the deficits can be
met without depleting the existing reserve of 9 or 10 ecrores, but in the
not distant future the annual demand for renewals and replacements is-
bound to increase considerably and unless in the meantime a position of
complete solvency has been reached the reserve will rapidly become
exhausted with the consequence of a call upon the Central Budget. The
Government of India bave under consideration the practical steps to be
.taken. in this connection and they hope to approach the Secretary of State
shortly in the matter..

6. As regards Customs the general level of the tariff is now so
high that the maintenance of the aggregate yield, which is by far tlLe
most important single factor in the whole revenue position, has become
a somewhat precarious task. There is plainly no further reserve which
could now be drawn upon to meet an emergency, as was done twice in
1931, and any serious relapse in the value of India’s import trade
wounld inflict. damage which would be beyond the remedy of a mere
inerease of the tariff. Even if we exclude a further deterioration in
the conditions of international trade, the present pitch even of the revenue
duties is itself liable to provoke regressive tendencies. The Government
of India therefore consider that any material increase in the tariff will
endanger the practicability of the plan ; they conceive in fact that in
order to conserve the revenue yield it will be necessary from time to time
to propose reductions of particular duties.

7. The question now is whether, subject to the considerations set out
above, the programme recommended is regarded by the Government of
India as feasible and acceptable. On this the Government of India are
bound to observe that they had hoped that, in view of the initial assistance
to Provinces recommended by Sir Otto being far greater than was
' originally contemplated the proportion of the divisible/income-tax receipts
" to be permanently retained by the Centre would be 'fixed and
not 3. However, recognising that the Report is In the nature of a
quasi-arbitral award, the Government of India content themselves with
saying tliat they hope and have fair reason to believe that Sir Otto’s

rogramme is feasible. In making this statement they rely, of course,
on the powers of the Governor General under the proviso to Section 138 (2)
of the Act to which Sir Otto pointedly draws attention in the concluding
words of paragraph 32 of his Report but they would obviously have felt
considerably more confident that the delaying powers would not need to
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be invoked if the percentage allocated to the Provinces had been fixed
at 33 143. : ;

8. In this connection the Government of India cannot refrain from:
referring to some of the implications of the Report. Those which relate
to the solvency of the Railways and the general level of the Customs
Tariff have already been dealt with. That relating to the permanent
retention of the remaining surcharges on Income Tax and Super Tax
raises very difficult questions which cannot be fully disecussed here. But
we do say that so far as we can estimate the adoption of the suggestion
contained in para. 31 (1) of the Report would not enable the Centre
appreciably to increase the scale of initial subventions though it would
obviously advance the date when the distribution of Income-tax to the
provinees commences and it would render more certain the completion
of the full programme within ten years. In any case, whether the sur-
charges are retained permanently or only temporarily, it seems to us
indubitable that, in recommending a settlement so generous to the Pro-
vinees, Sir Otto has rendered it difficult in the nexi fén years for the
Government of India either to increase its exiguous provision for Sinkiug
Fund 1o a reasonable figure or to reduce those indirect taxes which are
an undue burden either upon enterprise or upon the consumer exeept in
cases where such action would be clearly advantageous to the revenue.
Indeed unless prosperity returns at a quicker pace than now seems
likely, both the present Government of India and its Federal successor
will {ind their freedom of action in the financial sphere uncomforta.bl)"
limited. :

9. Finally the Government of India would wish to mention one point
of detail in regard to the first period of 5 years after Provincial Autonomy.
Sir Otto recommends that the Provinces should during this period get any
sums by which the divisible pool of Income Tax exceeds 13 crores less any
contribution to General Revenues from the Railways. He explains that
this Railway eontribution is to be assessed in accordance with the present
separation .Convention. But this is not in itself a precise basis of assess-
ment and indeed it would be quite possible within the present Convention
to render Sir Otto’s recommendation nugatory. For example, if surpluses
are applied first to replacing the sums borrowed from the depreciation
fund no eontribution ecan possibly arise. The Government of India assume
that the Secretary of State will provide in the Order in Council against a
possibility such as this. On the other hand they wish to point out that
they have for some time been considering whether and have now actually
decided to remedy- the present accounting rules under which an excessive
amount of expenditure upon renewals and replacements is charged to
capital. The plan decided upon involves reducing the charge to capital
and inereasing the net charge both against revenue and against the depre-
ciation fund. In a normal year it will mean an additional charge of
something like 25 lakhs against railway revenue and they assume that
there is no question of regarding it as inconsistent with the Report. which
elearly could not intend that the Centre should make payments on revenue
account to the Provinces at the expense of an illicit expansion of the Rail-
way Capital account. R

10. So far we have thought fit to set out our own views without specific
reference to the views expressed by Provincial Governments. For the most
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part, these take the form of asking for more for themselves and of com-
plaining that other Provinces have been treated too well. The cost to the
Central budget of the various additional demands now put. forward is
nearly a crore a year as from 1st April next while there is a further pro-
posal that the Centre should forego an additional crore or more a year by
way of reduction of the jute duty not later than the 1st April 1942. We
wish to-make it clear beyond a peradventure that we see no prospect what-
ever of being able to undertake additional burdens of this magnitude or
indeed as we have previously tried to show of any appreciable size at ail.
This means that if concessions are to be made to individual provinces it
can only be done at the expense of other Provinees and not of the Centre.
And for our part we see great difficulties in any redistribution of relief
which may easily create more discontent than it alleviates.

- 11. Apart from these general observations there are a few specific
points which require mention :

Assam.—We are clear that Sir Otto deliberately limited the cancel-
lation of debt to that ineurred prior to 1st April 1936. 'There are obvious
reasons for such a course, but, apart from that, the residual relief which
he recommends is definitely assessed on that basis..

Sind.—The Government of India would point out that the subventions
proposed are equivalent to a-capital gift of something like 20 crores, so0
that in effect a very large part of the Barrage debt is being cancelled. But
in our view it is important that Sind should retain an incentive to make
the Barrage remunerative as a business proposition. On the basis of the
present estimates the Barrage will ultimately yield a considerable net
annual surplus after allowing for the complete cessation of the subven-
tion. oo
Bihar—This arithmetical argument is clearly invalid. There can be

no doubt that if the debt had first been made less onerous by being spread
over a longer period Sir Otto Niemeyer would have assessed the relief
* immediately required not at 95 lakhs but at some smaller figure.

, Bengal—(a) The proposal that the datum line of divisible Income
Tax receipts for the first 5-year period should be fixed at 12 and not 13
erores is unacceptable. The latter figure was doubtless fixed, after a
. review of the forecasts of the Central budgetary position year by year, at
the minimum, which- would reasonably promise equilibrium. At all events
that is definitely our view of the situation. o
(b) As regards the distribution of Income Tax between Bengal and
Bombay we clearly can have nothing to say except perhaps to point out
that Sir Otto explains that his proposals are not based upon any umform‘_
dombination of population and residence. o
- (¢) We have already made it clear that we see no chance of being
able to relinquish any further part of the jute duty by 1942 or indeed by
any specific date. In the circumstamees we deem it unnecessary to argue
dn’ the merits of this proposition. o
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TELFGEAM FROM THE SECRETARY OF STATE, TO THE GOVERNMENT OF INDIA
No. 1589, paTED THE 20TH May 1936. 7

1. I have now received views of each of the Provincial Governments
and of Your Excellency’s Government upon Sir Otto Niemieyer’s report,
and haymg carefully examined these commupications, I have reached
conc!usmns which are set forth below. In order that full information of
considerations that I have had to weigh may be available, I propose to
present to Parliament both views of Governments in India and this reply.

2. I cordially join in acknowledgments which are due to Sir Otto
Niemeyer for undertaking responsibie and difficult task that was allotted
to him and for manner in which he has discharged it. No problem
connected with process of constitutional reform in India has given rise to
a greater conflict of views and interests than matter of finance and it is
indeed fortunate that one who combined such exeeptional experience and
authority with complete detachment from Indian controversies was able
to assist in final stages of its solution. There can be no more striking
evidence of formidable complexilies of issue upon which he has delivered
so clear a judgment than documents now under review.

3. Sir Otto’s task had two aspects. On the one hand he was appointed
to conduct an independent investigation of present and prospective
budgetary positions of Government of India and of the Governments of
Provineces before final decisions were taken:by His Majesty’s Government
and Parliament as to date for introduction of new Provincial constitutions.
On the other hand he was required to make recommendations for completion
by Order in Council of scheme of financial relations between Centre and
Provinces lembedied in~ Government of Trdia Act, 1935, and for other
adjustments ancillary .to that scheme. The matters remaining fo be
determined by Order in Council were allocation between Centre and
Provinces of proceeds of income-tax and jute export duty and preseription
of grants-in-aid of Tevenues of such Provimeesas were found to require
assistance in this form. The two aspects of enquiry are connected by
objective, inherent in constitutional plan, of equipping Provinces with at
least a sufficient minimum of resources at the outset, and of providing
them with further resources in future, for questions at once arise both of
ability of Central Government to surrender a part of its present resources
and of manner in which sums available should be distributed among
Provinces.

. 4. Sir Otto’s conclusions upon general question of adequacy of
financial resources is ‘‘ that the budgetary prospects of India, given
prudent management of her finances, justify the view _tha!;. adequate
arrangements can be made, step by step, to meet the finaneial n.nphcatmns
of the new constitution '’ (paragraph No. 8) and after making recom-
mendations to meet the immediate needs of Provinees, he ac.lds specifically
¢« From the finaneial point of view, I conclude that His Majesty’s Govern-
ment may safely propose to Parliament that Part III of the _Gov;e,mment
of India Aect, 1935, should be brought into operation a year hence *’" (para-
graph No. 18). These conclusions have been rea_ched gfter an egrpert and
exhaustive examination of position in consultation with financial autho-
rities of each of the Provinces and of the Government of India and must

accordingly command respect.
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It was perhaps_inevitable that so long as a final decision had not been
pronounced upon extent of benefit that each Province might expect to
receive, the comments of Provincial Governments should generally speaking
have been designed mainly to emphasise their individual difficulties and
natural ‘desires for greater resources. In any case, it was scarcely to be
expected that, where aspirations considerably out-run financial possibilities
and expectations have risen high, and where effects of set-back that accom-
panied depression are still keenly felt, the necessarily limited proposals
now under consideration would receive from this quarter an unqualified
welcome. I fully realise indeed that financial administration of all Pro-
vinces will continue to demand great caution and that budgetary problems
of some Provinces will present dlfﬁcultles

I see no reason however to believe that those problems need prove
insoluble and I find eonfirmation for this view not omly in Sir Otto
Niemeyer’s judgment, but also in fact that no Provincial Government
makes any suggestion that introduction of Provincial Autonomy should be
delayed on financial grounds.

On the other hand the problem of Government of India in finding
some five crores partly to assist Provinces and partly in consequence of
separation of Burma demands consideration. Sir Otto Niemeyer was far
Jrom ignoring implications of this problem which are further emphasised
by Government of India. It is clear that Central Government no less
than Provincial Governments will have to direct its financial policy with
special care, but I do not understand that Government of India anticipate
insuperable 'difficulties and I share this view.

5. In considering this question it is well I think to appreclate extent
to which such practical difficulties a§ remain to be overcome are inherent
in existing situation independently of prospect of constitutional reform.
The anx1ety of Provinces for a more liberal allotment of resources has
been continuocusly manifested over a long period. Moreover, the problem
of chronic deficit Provinces eould not much longer have been left unsolved.
These are major factors in situation and would have to be faced even if
no change in existing form of government was contemplated. Beside themx
cost of such changes as enlarged electorates and legislatures which are
connected with new Constitution is relatively insignificant.

It is of course clear that solution of all these problems might have
been simpler had they been under consideration in more propitious economic
circumstances. Unless however a completely unforeseeable set-back occurs
the position will evidently be markedly better than could have been anti-
cipated at the time when framework of new Constitution was under dis-
cussion. It will be recalled that Joint Committee gave special attention
to finanecial background of reforms and concluded that Parliament would
at appropriate time require an assurance from His Majesty’s Government
that mew Constitution could be inaugurated without thereby aggravating
financial difficulties to a dangerous extent. In my view assurance that
:nay now be g1ven can be framed in appreciably more positive and hopeful
erms. S

After full consideratlon I entlrely accept Sir Otto Niemeyer’s conclu—
sions ‘and I had no~ lesitation in proposing with concurrence of Your
Excellency’s Government that April Ist, 1937 should be appomted as date
for commencement of -Provinecial Aubonomy A draft Order in Council
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for_this -purpose (upon technical details which Government of India and
Provincial Governments haye been separately consulted) Wi'll.éli_-(;ftlyfbe
submitted to Parliament. . o Coo T
. .6, In, regard $o second aspect. of Sir Otto Niémeyer’s Enquiry. it is
evident that past history of discussion. of financial relations between Centre
and Provinces afforded no goqd reason to hope that his recommendations
would be immediately acceptable to all parties’ concerned. As Joint
Committee pointed out the problem of allocation of resourees’in-i ‘Federal
system” “has “everywhere proved singularly impracticable, for ‘éonflict: of
interest that atises is practically incapable of complete Tesolution.” The
assessment of relative financial need of Centre and of Provinees collectively
is a sufficiently difficult task but otheér facet of problem, the adjudication
of rival claims of Provinces, gives rise to issues of even greater delicacy.
I share Government of India’s view that in both respects Sir Otto’s
Report must be regarded as in nature of a guasi-arbitral award and it is
accordingly clear that such a micely balanced scheme could not properly
be disturbed ‘except for strongest reasons. I have examined recommenda-
tions closely on this basis. - So far as concerns the aggregate assistance to
be afforded to Provinees I am not prepared to dissent from Government of
India’s view that it is out of the question at present moment for Central
Government to undertake greater commitments immediate or prospective
than Sir Otto has recommended. -In these circumstances it is of course
clear that any material alteration in treatment accorded. to particular
Provinces can be madeé only at-expense: of other Provinces.. How extensive
is field of controversy to which this would lead is readily apparent from
conflicting views of Provincial Governments that. are before me. Each
Province is inevitably convineed of strength of its own claims and:is bound
to experience difficulty in appreciating signifiéance of its case relatively to
circumstances 6f other Provinces. It eannot be overlooked that Sir Otte
Niemeyer has brought an in dent judgment to“bear on this subject
and that he has had an exceptional opportunify.-of appreciating prob'em
as a whole. It is my considered view that he has achieved. as equitable
a setflement between various contestants as casé allows. I'propose
aceordingly to accept his recommendations as a whale.. .

7. Before accepting recommendations ~as. not only equitable but
practicable I have paid. attention -to. special -problems that are mentioned
by Government of India. R ) :

As regai-dé finanecial position of railways I note with satisfaction thakb
Government of India have matter actively under- consideratiéon and your
Excellency’s Government may count or my support in any measure that
‘may be necessary for imfprovement of position: - Lo
" Y note the Government of India’s view regarding eustoms.revenue
which is a matter that will undoubtedly eall for most eareful consideration
in near future. e ‘ '

The question of remain
of . ‘India .peint out one o
aspect of geperal budgetary:

ing Suréhargé ‘on income-tax is as Government
f some diffculty and although it is only one
_problem which will arise from time to time
I feel bound -to- say at onee with reference to their observations en the
subject that if scheme of finanee upon which .succwsfu} operation - of
Provincial Autonomy depends is found to necessitate continuance for some
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time longer of this burden (either in its present or in any equivalent: form)
-I shall accord my full support to Government. of India.- - . . . ..., -
I agree that in any case there is bound to be somé uncertainty whether
programme for transfer of income-tax to Provinces-can-be.fully realised
and in this cognection I think it well to- associate myself-- with-- warning
given by Sir Otto Niemeyer in paragraph 32 of his Report. ... . .

_ “While evety effort will bé made so far as' I am concerned, and also 1
have no doubt by Government of India, to fulfil hopes now extended to
Provinces, the scheme cannot be assumed by them to represent a final com-
mitment. At the sameé time with reference to© Government “ of India’s
observations as regards provincial percentage I'am bound to emphasise im-
portance that I attach to securing maximum possible ultimate distribution
to Provinees for which reason I welcome both Sir Otto’s proposal and
Government of India’s view, which I share, that there is fair reason to
believe in its feasibility. It is relevant to remember that a mistake in
fixing percentage unduly low cannot be rectified since percentage originally
prescribed is incapable of increase by a subsequent Order in~ Council.
Against any mistake in contrary direction however there are safeguards
both of Governor-General’s delaying power, t6 which attention has been
drawn by Sir Otto and Government of India, and in last resort a possible
reduction in percentage by an amending Order.

8. In view of my general conclusions already indicated it would serve
no good purpose to attempt a detailed commentary on_views submitted by
eachjn@fgamm. There are however certain specific points upon
which brief comment is unavoidable ; and in the first place I wish to
express concurrence in Government of India’s observations in conmection -
with representations of Assam, Sind, Bihar and Bengal. As regards
Bengal I would add that it cannot in my opinion properly be assumed that
power in respect of jute export duty placed by Government of India A(_:t
in Central Legislature will not be exercised with due regard to economic
irterests of that province. On such an assumption applied throughout
field of Central Legislation which of necessity includes subjects that affect
certain units more than others Federal idea would be practically unwork-
able. In so far-however as there may be a case for reducing sooner or
later the rate of jute export duty I think it necessary to say now that if
on account of such a reduction the value to growing provinces of their
percentages were materially reduced it would be necessary to consider
whether in the circumstances those provinces required.additional assist-
ance either in form of a change in jute duty percentage or otherwise.
-1 appreciate practical problems that confront Government of the
United Provinces. = I have however not understood that Sir Otto Niemeyer'’s
recommendation was related to precise requirements of each particular
year and I am unable to accept suggestion that in aggregate it need prove
inadequate. Having regard to circumstances of United Provinees and to
the special problems that Central Budget will present in the first year or
two it appears to me not unreasonable that  beneficiary  should . accept
assistance in even amounts and make budgetary dispositions accordingly.
., While I sympathise with much that Punjab Government says I"cannot
refrain, from observing that. case of ‘thaf Province Telatively ' to others
particularly Madras -and . Bombay . appear to  have been ,lsomeW_haF

LI



sexaggerated. Sir Otto Niemeyer has clearly had to consider cases of thoss
Provinces after ;ﬂlowlng,.folf separation ?)f }E)_rissé. and Sindr :z(siesi o:mth&s):
.prepared to- dispute equity of his conclusions. Moreover, from practical
.point of view benefits of creation: of Sind and Origsa have been_ largely
-absorbed into budgets of parent provinees this year and though they will
of course permanently strengthen position of those provinces, they will not
represent additional free resources at disposal of* new Ministries. Agaiﬁ
such laenefitsasf Ma@ras and Bombay .derive . from . decentralization and
consolidation scheme is as Government. of India peint out, temporary, while
-on the other hand it may be noted that as part of debt scheme the Pynjab
: is left with a large block of debt.on exceptionally favourable terms, .

. 1 sympathise with natural disappointment of Punjab Government that
ihat Province alone -of provinces of India should receive no immediate
assistance, except to a trifling degree through debt scheme. But I am not
satisfied that there are sufficient grounds for giving any special relief to
that provinece which. Sir Otto Niemeyer has not recommended. The
Central resources, especially at outset, are not such that assistance can be

iven except when need is imperative.. I have no doubt that a province
so well endowed With natural resources, and with so high a tradition of
efficient administration-as Punjab; will in fact without assistance be much
more favourably, situated than many of the other provinces, even after
allowing for help which latter will receive. The fact that one or two
other provinces, whose economic strength is perhaps comparable with that
of Punjab, happen to receive relief owing to their territorial reorganiza-
tions and debt scheme, cannot afford justification for grant of Some
equivalent benefit to Punjab. It has also to be remembered that addi-
tional resources will' become available to the new Punjab Government
when income-tax begins to be distributed. I note that Punjab’Govern-
ment consider that they will be at some small financial disadvantage on
introduction of Provincial Autonomy owing to an expected loss in .con-
nection with supply of liquor by province to other administrations.
‘Arrangements covering supply of ‘excise liquor by one province to another
will have to be reviewed in the light of new constitutional position, and I-
consider that points raised by Punjab Government in this connection will
require further examination. -

"9, I am submitting to Parliament.a draft Distribution of Revenues
Order which' deals with income-tax, the jute-export duty and grants-in-
aid to certain provinces in “striet aecordance with Sir Otto. Niemeyer’s
recommendations. The technical points in draft Order have. been- sepa-
rately discussed with Government of India but there are certain funda-
mental assumptions that T must set forth on present occasion. (a) The
caleulation to which section 138 (1) of Government of India Act gives
rise involves certain assumptions as to interpretation of that section and
Sir Otto Niemeyer has recorded assumptions that he has made in annexed
letter. The Order has been drafted upon the basis of these assumptions
and as allocation of appreciable sums is involved it is necessary that I
should make this clear. (b) It has always been assumed that ‘¢ eorpora-
tion tax ’* (which is allocated by Act as a Federal source of revenue)}

would mean a tax of nature of existing super-tax on e_ompanies and defi-
nition in section 311 (2) of Act was intended to have this result. I under
stand however that doubt has arisen whether deﬁm_utu_)n is entirely satis-
factory. If such doubt is substantiated hereafter it may be necessary to
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‘ask 'Parliaméni ‘to rectify.position. - £e) Slr QOtto has recommended. that
for the purpose-of formula which governs: allocation of income-tax in: first
five ‘years period the computation. of railway : contrlbutmns ‘to general
teveuues should ‘b¢ made on basis provided by present railway convention
which was formulated in’ a resolution passed by Legislative Assembly. on
September 24th; 1924. In accepting this recommendation I agree that
Government of India- method  of application of that resolution to. present
purpose should in’ fespecet’ of treatment of loans from depreciation' fund,
the treatment -6f arrears of contribution to general revenueg (which. age
not rpecifically: mentioned but are in pari. materia) and improvement of
accounting" procedure, be on. lines suggested in paragraph. 9 -of their views.
The relevant provisions of draft Order in ‘Council are intended to give
‘effect to above. (d) The provisions of draft Order in respect of North-
West Fronner ‘Province graut -in-aid do not bear on the face of them
qualifications that case of this provinee is to be reconsidered in five years
time which was what Sir-Otto recommended. It would in fact be incon-
| venient to r make such provision in Order but I wish to make it clear -that
intention is to reconsider matter at the end of five years. In this eonnec-
tion I have noted the concluding comments in views of this provmce -and
T think it desirable to state that'so far as I am concerned there is no ques-
‘tron of preJudgmg at present time any decision that may have to be taken
in the light of circumstances of five years hence. (e) The provisions ef
‘Sind assume that barrage debt funding scheme will be on lines recom-
mended by Sir Otto Nxemeyer and measures to thls end are in contem-
Platlon C
7 710. The scope of draft Order in Council does not extend to decentrah-
atlgn of balances and cancellation and consolidation of debt referred to
paragraphs 19 to 21 and Appendix III of Report These are matters
wlnoh will fall to be dealt with immediately before commencement  of
Provingial Autonomy under existing statutory powers (subject to certain
smendments of Devolution Rules). It is clear in any event that grant of
thé specified assistance to certain Provinces by cancellation of debt is aw
essential part of Sir Otto Niemeyer’s scheme and I shall assure Parha-
vent that necessary action in this regard will be taken. o
In addition however I entirely agree with Government of India that
scheme for decentralization of balances and eonsolidation of debt must be
régarded as an integral part of whole plan and on, this "basis ‘I have
decided to accept scheme. The . detailed arrangemente for its executwn
will . be séparately diseussed. ,
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ANNEXURE .TO- THE SECRETARY OF STATE’S TELEGRAM
“ No. 1589, DATED THE-20TH MAY 1936, - -

LEeTTER FROM SIR JOTT0 NIEMEYER, G.B.E., K.C.B., T0 7THE UNDER SECRE:

TARY OF STATE FOR INpis, LoNDON, DATED THE 6TH APRIL, 1936.

In the course of my consideration of the problems arising under
Section 138 of the Government of India Act, 1935, it has been necessary
to make estimates of the amounts which, in various ecircumstances, would
be assignable to the Centre and the Provinces respectively. This
process involves certain assumptions as to the precise interpre-
tation of  these 'provisions ; and since my recommendations might have
been different had I not made the particular assumptions which I did
in fact make, it is desirable that I should place them on record.

(1) Although the : Act treats ‘‘ corporation tax » and ‘‘ taxes on
income ’’ as distinet taxes, the present super-tax on companies (‘‘ eor-
poration tax.’’ under the Aect) is in practice levied ufider the same law
and by the same administration as any other form of income-tax. It 1s
obviously convenient that it should be : but as a result there are cer-
tain difficulties in determining what amount of thle produce of the various
forms of income-tax is in faet ‘‘ corporation tax ’’ and what amount is
* taxes on income ’’ within the ineaning of Section’ 138.

" (a) In the first place, whén refunds on acéount of double income-
" tax are given to companies, relief is calculated upon the
_basis of the total tax suffered, both ihcome-tax and super-
iax. The amount of such relief in a recent year was nearly
Rs. 90 lakhs. Obviously the- question whether so large a
sum is to be regarded as falling entirely upon the wholly
Federal head of ‘‘ corporation tax ’’, or entirely upon the
heads which are divisible with the Provinces, or partly on
the one and partly on the others, is of considerable im-
- portance. A fair workable basis of ecaleulation is to divide
-the double tax- refunds- granted to companies in any yeas
between ‘¢ corporation tax ’’ and ‘‘ taxes on income ’’ in
the proportion that gross collections of ‘¢ ecorporation tax ”’
less other refunds granted in that year bear to collections
of company income-tax less other refunds - (including See-
tion 48) granted in that year. I have myself adopted ' this
formula and I think it should be followed in future prae-
tice. : : .

(b) Since a common administration is occupied with all forms
of income-tax, costs of collection are not readily divisible
between ‘‘ corporation fax ’’ and the other heads. The
amount at stake is comparatively small ; and T think it
-would be waste to attempt an elaborate enquiry (which
would have to be periodically renewed) as to the precise
time and money spent in collecting ' corporation tax’’.
I have in faet divided the cost of collection of all forms
of income-tax between °‘ ecorporation tax’’ and the other
heads in the ratio that ‘‘ eorpordtion tax ’’ as reduced by
refunds Su-peeordance with sub-paragraph (e¢) above bears
to the other heads of tax as similarly reduced ; and this
practice should similarly be followed in future.
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(2) (a) To.arrive at the divisible poo] it is necessary to deduct from
1% taxes on ineome '’ the proceeds Tof taxes on Federal emoluments,
Collections under this head, less refunds, can apparently be readily
ascertained from the income-tax' r'etﬁ‘riis"; but again, in determining the
amount to be retained by the Centre under this heady regard must be
paid to cost of collection. I have again assumed that the cost should he
proportionate. to--the-yield, after deducting refunds.

- (b) A further deduction has to be made on acecount of ‘‘.proceeds
attributable to Chief Commissioners’ Provinces ’>. The Act does not
‘define 'the meaning of ‘‘ attributable ’’ ; but it appears to me reasonable
(and the first paragraph of Section 57 of the Introduection to the White
Paper suggests that it was intended) that the attribution should he
determined by factors similar to those which determine' the distribution
of the Provincial share among the various Governors’ Provinees. Harv-
ing considered the matter on this basis, I recommend that the Centre
should retain, in respeet of Chief Commissioners’ Provinces, one per
eent. of the net tax remaining after the-elimination of ‘‘ eorporation tax’’
and tax on Federal emoluments. The divisible pool of which the Pro-
vinees--will receive 50 per cent. according to theu- respectlve percentages,
will be what remains thereafter.

(3) I should not regard these queﬁtlons of pmnclple as fitting subjects
for a decision by the Auditor General under Section 144 (1) of the Aect.
I think they are proper matters for administrative decision in the ordi-
nary course of administering the Act, and I should personally be disposed
to leave them at that, unless there is any serious likelihood that such
administrative decision might be challenged.

_ DBut I understand that the Government of India are dissatisfied with

the existing definition of ‘¢ eorporation tax ’’ in Section 311 (2) of the

Act, and contemplate the submission to the Secretary of State of proposals

for its amendment : and it may bk that, in view of a conceivable danger
under Section 204, he may prefer to cover all or some of the above matters

-t(t}lso by leo'lslatlon or by takmg power to deal with them by Order in
ouncil.

1.822R0--3,700—22.5-36— QIPS
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INTRODUCTORY NOTE BY THE SECRETARY OF STATE FoRrR INDIA.

The Government of India Bill contemplates that special steps
will be taken, in the event of the separation of Burma from India,
to regulate the relations between the monetary systems of the two
.countries, and in particular to give effect to certain arrangements
for that purpose to be made between the two Governments
concerned.

The main features of these arrangements, which are of course
contingent on the separation of Burma, have now been agreed and
are embodied in the appended provisions. The intention is to
secure that, for a period of at least three years after the separation
of Burma, the currency and exchange of both countries shall
continue to be managed by the Reserve Bank of India, and that
the least possible disturbance of the existing position shall occur.
Under the arrangements, the currency systems of the two countries
will, in effect, remain unified.

Subject to this fundamental principle, however, provision is
made for the issue of distinctive bank notes for Burma immediately
on political separation, in order to facilitate certain financial
adjustments consequent on the joint use of the Reserve Bank. It
is also provided that a local coinage, of different design from that
in India, may, if desired, be introduced in Burma.

The arrangements further provide for the performance in Burma
by the Reserve Bank of India of the normal functions of a central
bank in relation to government business.

Finally, provision is made for the transactions which will have
io take place if and when a complete separation of the two
currency systems is desired.

Effect will be given in Burma to these arrangements by Order
in Council. Tt will also be necessary to amend the Reserve Bank
of India Act, 1934, in certain respects and a Bill for this purpose
will be introduced in the Indian Legislature in due course.



ARRANGEMENTS WITH RESPECT TO THE RELATIONS BETWEEN

THE MONETARY SYSTEMS OF INDIA AND BURMA IN THE

EVENT OF THE SEPARATION oF BuUrRMA FROM INDIA, aS

AGREED BETWEEN THE (FOVERNOR-GENERAL OF INDIA IN

CounciL aND THE GoverNor orF Burma 1y Couxor,
AND APPROVED BY THE SECRETARY OF STATE.

1. Notwithstanding the separation of Burma from India, the
Reserve Bank of India (hereinafter referred to as “the Reserve
Bank ') shall, subject to the provisions of this Agreement, manage
the currency and carry on the business of banking in Burma in.
accordance with the Reserve Bank of India Act, 1934, as amended
for that purpose.

2. The Reserve Bank shall have the sole right to issue currency
notes and bank notes in British Burma, and the Governor of
Burma shall not issue any currency notes, nor shall he put into
circulation any coins except through the Bank and as provided by
this Agreement.

3.— (1) The Reserve Bank shall, as soon as may be after the
commencement of this' Agreement, issue bank notes of distinctive
design in Burma, which shall be legal tender in Burma but not
in India, and in exchange for which the Bank shall have no
obligation to supply other notes or coins at any place in India.

(2) Such bank notes shall be of such denominational values and
expressed in terms of such standard monetary unit as the Governor
of Burma, after consultation with the Central Board of the Bank,
may determine :

Provided that, until the Governor of Burma otherwise deter-
mines, the standard monetary unit of Burma shall be the Indian
rupee.

(3) Until the Governor of Burma otherwise determines, the
Bank shall Le obliged to issue Indian rupee coin on demand in
Burma in exchange for such bank notes, and Indian rupee coin
shall not cease to be legal terider in Burma while it continues so
to be issuable. ‘

(4) The design, form and material of such bank notes shall be
such as may be approved by the Governor of Burma after con-
sideration of any recommendations made by the Central Board of
the Bank.

(5) Such bank notes shall be subject to the same provisions in
respect of cessation to be legal tender, conditions of_ re-issue,
procedure in the case of notes lost, stolen, mutilated or imperfect,
and exemption from stamp duty, as bank notes issued by the Bank
in Tndia, with the substitution therein of references to the
Governor of Burma and the Gazette of Burma for references to
the Governor-General in Council and the Gazette of India
respectively.
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(6) Notwithstanding the issue of such bank notes in Burma, any
other bank notes issued by the Bank, whether in Burma or in India,
and currency notes of the Government of India, shall continue to
be legal tender in Burma for such period or periods, not being
less than two years from the commencement of this Agreement, as
the Governor of Burma may determine, or for such shorter period
or periods as may be agreed between the Governor of Burma and
the Bank; and thereafter such currency and bank notes shall
continue to be accepted at par at such places and for such further
period or periods as may be specified by the Guvernor of Burma on
the recommendation of the Bank.

(7) Bank notes issued in Burma by virtue of sub-clause (1) of

this clause shall form part of the liabilities of the Issue Department

- of the Bank in like manner, and subject to the same conditions,
as bank notes issued by the Bank in India.

4,—(1) If so authorised by any Burman law, the Governor of
Burma may at any time, after giving due notice to the Governor-
General of India, cause to be issued distinctive Burman coins:

Provided that he shall not cause to be issued any coin of the
same value as, or greater value than, the Indian rupee, s6 long as
Indian rupee coin is issuable on demand in Burma in exchange
for bank notes under the provisions of sub-clause (3) of clause 3 of
this Agreement.

(2) Coins issued by virtue of the preceding sub-clause shall be
supplied by the Governor of Burma to the Reserve Bank on
demand in such quantities as may in the opinion of the Bank be
required for circulation in Burma, against payment of their
nominal value; and the Bank may deliver to the Governor of
Burma any such coins as may not, in its opinion, be required for
such circulation, against payment of their nominal value, and no
Burman coin shall be disposed of by the Bank otherwise than for
the purposes of circulation or by delivery to the Governor of
Burma under this sub-clause.

{3) Notwithstanding the introduction of any such Burman coin,
Indian rupee coin and subsidiary coin of the Government of India
shall continue to be legal tender in Burma, on like conditions as
theretofore, for such period or periods, not being less than two
years from the date of introduction of the corresponding Burman
coin, as the Governor of Burma may determine, or for such shorter
period or periods as may be agreed between the Governor of
Burma and the Bank ; and thereafter such coin shall continue to be
accepted at par at such places and for sach further period or periods
as may be specified by the Governor of Burma on the recommen--
dation of the Bank. '

(4) Any Indian coins retired from Burma (whether from
circulation, from the Reserve Bank’s balances, from treasury
balances or from sn\mall coin depdts) by reason of the introduction
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of corresponding Burman coins, shall be disposed of as follows,
namely :—

(a) If, and in so far as, the Governor of Burma so desires, and
if the Mints in India are able to undertake the work,
they shall be re-coined with Burman designs at the Mints
in India free of charge:

Provided that any additional expense arising from a
material alteration in the number or composition of the
coins so re-coined shall be payable by the Governor of
Burma.

{b) Any subsidiary coin of the Government of India which is
not re-coined under the provisions of the last preceding
paragraph-shall be delivered to the Governor-General of
India against payment to the Governor of Burma of its
bullion value, increased by an amount representing the
cost to India of coining the same amount of coin -in
the same form.

(¢) Any Indian rupee coin which is not re-coined under the
provisions of the last but one preceding paragraph shall
not be disposed of as coin, but the silver content thereof
shall be disposed of in such manner as the Governor of
Burma may think fit :

Provided that he shall not dispose by sale of any such
silver before the 1st January 1938, except in accordance
with an agreement, to be concluded with the Governor-
General of India, which shall determine, nter alia, the
quotas to be sold in any year by each of the parties on
the basis of their respective stocks, and which may, in
the case of any silver sold in India by the Governor-
General on behalf of the Governor of Burma, provide
that, subject to the deduction of brokerage and any
other charges or rebates actually incurred by the
Governor-General in effecting such sale, the Governor
of Burma shall be paid either the rupee proceeds
thereof, in which case he shall pay to the Governor-
General, whether by collection at the frontier or by
deduction from the proceeds of sale, the equivalent of
any silver import duty for the time being in force in
India, or, at the option of the Governor of Burma, the
rupee equivalent, at the rate of exchange of the day,
of the sterling price of silver on the date of the
corresponding sale contract.

(5) In this clause “subsidiary coin of the Government of
India " means any coin, other than Indian rupee coin, which is
‘legal tender in British India; and *“Indian rupee coin’ means
silver rupees which are legal tender in British India.

5—(1) The obligation of the Bank to buy and sell sterling at

its Rangoon office in accordance with the provisions of the
Reserve Bank Act, 1934, shall -continue, subject only to such
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modifications as may be necessary in case the standard monetary
unit of Burma ceases to be the Indian rupee.

(2) The Bank shall provide any person who makes a demand
in that behalf with remittance between its office in Rangoon and
such office or offices in India as may be prescribed by the Central
Board of 'the Bank, in such amounts, at such fixed rate of
exchange, and subject only to such rate or rates of commission,
as may be approved by the Governor-General of Indla and the
Governor of Burma.

6.— (1) The Bank shall undertake to accept moneys for account
of the Governor of Burma, to make payments up to the amount
standing to the credit of his account, to carry out his exchange,
temittance and other banking operations, including the manage-

ment of the public debt, and, generally, to afford similar facilities
to the Governor of Burma in Burma as to the Governor-General
of India in India:

Provided that nothing in this clause shall be construed as
authorising the Bank to include in the assets of its Issue Depart-
ment any securities or _coin issued by the Governor of Burma.

(2) The Governor of Burma shall entrust the Bank, on such
conditions as may be agreed upon, with all his money, remittance,
exchange and banking transactions in Burma, and, in particular,
shall deposit free of interest all his cash balances with the Bank:

Provided that nothing in this sub-clause shall prevent the
Governor of Burma from. carrying on money transactions at places
where the Bank has no branches or agencies, and he may hold at -
such places such balances as he may require.

(3) The Governor of Burma shall entrust the Bank, on such
conditions as may be agreed upon, with the management of the
public debt and with the issue of any new loans.

(4) The Bank shall undertake the custody of such moneys and the
performance of such functions as, by any Act of Parliament, the
Burma Railway Board is obliged to entrust to it, on the same terms
and conditions as those upon which it undertakes similar business
for the Governor of Burma.

(5) The conditions referred to in this clause shall be the same as
those contained in any agreement between the Governor-General of
India in Council and the Reserve Bank relating to similar matters,.
with such modifications and such adaptations as may be agreed
between the Governor of Burma and the Reserve Bank, or, in
default of such agreement, may be prescribed by the Governor of
Burma.

7. The Bank shall not be liable to pay Burman income-tax or
super-tax on any of its income, profits or gains:

Provided that nothing in this clause shall affect the liability of
- any shareholder in respect of income-tax or super-tax.

8.—(1) Save as may be otherwise provided in any agleement
hereafter concluded between the Governor of Burma and the
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Governor-General of India or the Reserve Bank of India, the
provisions of this clause shall take effect on the date of the
" termination of this Agrcement,. ,

(2) There shall be transferred from the Reserve Bank to the
Governor of Burma all liability for bank notes issued in Burma
by virtue of sub-clause (1) of clause 3 of this Agreement and for
any other bank notes of the Reserve Bank and currency notes of
the Government of India which on the said date are in Burma,
being notes which are legal tender in Burma or in respect of
which legal rights of encashment in Burma exist; and such other
bank notes and currency notes shall be accepted by the Governor
of Burma at par at such places and for such period or periods as
may be specified by him after consultation with the Bank.

(3) There shall forthwith be transferred from the Issue Depart-
ment of the Bank to the Governor of Burma assets which, at
their statutory valuation, are of such aggregate amount as is
equal to the total liability for bank and currency notes mentioned
in the last preceding sub-clause, and which include gold coin and
bullion, sterling securities, rupee coin and rupee securities
{including securities, if any, expressed in the standard monetary
unit of Burma) in the same proportions as such asseis respectively
bear to the total assets of the Issue Department on the said date :

Provided that, unless the Governor of Burma shall otherwise
agree, the securities so transferred shall not include either-—

{(a) any trade bills originating in India, whether expressed in
sterling or rupees ; or

(b) such amount of trade bills originating in Burma, expressed
in either sterling or local currency, as bears a greater
proportion to the total amount of securities so transferred
than is borne by the total amount of trade bills expressed
respectively in sterling or in rupees (including trade
bills, if any, expressed in the standard monetary unit of
Burma), and held in the Issue Department of the Bank
on the said date, to the total amount of securities held
therein.

(4) Any rupee coin transferred to the Governor of Burma under
the last preceding sub-clause shall be disposed of in like manner
as retired rupee coin under the provisions of sub-clause (4) of
clause 4 of this Agreement.

{5) If, and in so far as, distinctive Burman coins have not been
previously introduced, they shall forthwith be introduced and,
subject always to the provisions of sub-clause (3) of clause 4 of
this Agreement, all Indian coins shall be retired from Burma and
disposed of in accordance with the provisions of sub-clause (4)
of that clause.

(6) The Governor of Burma shall, if the Reserve Bank so
desires, take over from the Bank all or any property held by the
Bank in Burma for the purpose of carrying on its business,
against payment of the value of such property as shown in the
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books of the Bank if this Agreement is terminated in three years
or less from the date of its commencement, or on such terms as
may be agreed with the Bank if the Agreement is terminated at
a later date. :

(7) The Governor of Burma, the Reserve Bank and the Imperial
Bank of India shall enter into an agreement under which the
Governor of Burma shall take over, on such terms as may be
specified therein, the rights and liabilities of the Reserve Bank
under any agreement made between it and the Imperial Bank in
pursuance of section 45 of the Reserve Bank Act, so far as these
relate to the conduct of Government business and currency
operations in Burma: :

Provided that the Governor of Burma shall have a like power
to issue instructions to the Imperial Bank and to terminate in
certalin circumstances an agreement made by virtue of this sub-
clause, as is vested by section 45 of the Reserve Bank Act in the
Governor-General in Council.

9. In the case of any dispute arising under or out of this
Agreement, or as to the interpretation or application thereof, or if,
in the opinion of the Governor-General of India or of the Governor
of Burma, it is expedient that this Agreement be amended or
varied, on the ground that any of the more important assumptions
underlying it is not being realised or that some unforeseen
development likely to affect- materially the arrangements set out
therein has occurred, the matter may, in the absence of agree-
ment, he referred, at the instance of either the Governor-General
of India or the Governor of Burma, for arbitration by such person
or persons as may be agreed between them, or in default of
agreement may be appointed by the Secretary of State, and this
Agreement shall thereafter have effect in accordance with and as
varied by any decision of such person or persons.

10. This Agreement shall come into force on the date of the
separation of Burma from India and shall remain in force for
three years, or until the expiration of two years from the date on
which a notice to terminate the Agreement is given to the
Governor-General of India by the Governor of Burma or to the
Governor of Burma by the Governor-General of India, whichever
is the later: -

Provided that if, in the opinion of the Governor of Burma, the
Reserve Bank fails to fulfil any of the obligations imposed upon
it by or under this Agreement, or if the Reserve Bank of India
Act, 1934, is amended in any respect which, in the opinion of the -
Governor of Burma, is seriously prejudicial to the interests of
Burma, notice to terminate the Agreement may at any time be
given to the Governor-General of India by the Governor of Burma,
and such notice shall take effect on any date which may be
specified therein.

(3687) Ps, 1488 Wt, r189—118g 2000 5/35 LO.P,
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INTRODUCTORY NOTE BY THE SECRETARY OF
-STATE FOR INDIA

The Joint Committee of Parliament; ha,vmg recommended that
the government of Burma should be separa,ted from that of India,
recommended further, in concluding their Report, that early steps
should be taken for the determination, by an impartial tribunal,
of the prmclples of ‘* an equitable apportlonment between the two
countries of assets -and liabilities ™.

\

In December, 1934, in pursuance of the Joint Committee’s
vrecommenda,tmn, a Trlbuna,l consisting of the Rt. Hon. L. 8,
Amery, M.P., the Rt. Hon. Sir 8. Rowlatt, X.C.8.1., and Sir
W. F. Nlcholson K.C.B., began, in response to the Secretary
of State’s i.nvitation, to investiga,te the whole matter with a view
t6 advising ‘as' to ‘the basis on which a just financial settlement
should be made and also as fo the lines on and the method by
which a complete financial settlement may be achieved between
the two Governments ; for it is evident that however precisely the
principles may be mdlcated a very great deal of detailed adjust-
‘ment, will be entailed by the application of those principles. The
:Report of this Tribunal is appended.

A pa.rtlcula.r aspect of the same question is dealt with in clause
495% of the Government of India Bill as presented to Parliament.
‘This clause has for its principal purpose the correction of an
apparent maldistribution as between India and Burma of property
and liabilities' effected by other: provisions' in the Bill
If these provisions were given their prima facie effect
without . qualification,  -the - result- .would- be . a financial
settlement between India and Burma - obviously inequitable
to 'India. - Pensmns, -for instance, earned by .‘‘ Central
Service *’ whether in Burma or elsewhere are wholly charged in the
Bill ‘against the Federation. Burma however must in equity take
with her, on separation, some share of the Hability for those
pensions. ' Similarly she muist accept responsibility for s share of
‘the Central Debt of the India of which she has hithérto been part.
Material assets, again, ha,ve been allocated by the Bill, for practical
“reasons, to the country in which they are geogra,phlca,lly situated ;
but, as the property of a hitherto undivided Government which
‘mcluded that of Burmia, their value is in fairness divisible in-some
“general proportion by reference to more general principles than
“those of geographical ‘situation. The Report of the Tribunal
assesses factors such as these and makes recommendations as to
the principles upon which, and the method by which, they may be
ad]usted ‘

. Bennmbered Clause ‘442 after amendmernt of the Bill in Commitiee of the
House of Commons. -
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REPORT

To the nght Honourable Sir Samuer Hoarg, Bt.,
@¢.C.8.I1., G&.B.E., C.M.G., M.P.,

His Majesty’s Secretary of State for India.

We have the honour to submit our Report on the questions
referred to us in the following terms :—

‘““The Joint Select” Committee of Parliament on Indian
Constitutional Reform having recommended that Burma should
be separated from India and that early steps should be taken
for the determination by an impartial Tribunal of the principles
of an equitable apportionment between the two countries of
agsets and liabilities,

The Tribunal are requested—

(1) to advise as to the basis on which a just financial
settlement between the Government of India and the
Government of Burma when separated should be made;

(2) to indicate— ,

(i) how their findings under the first Term of
Reference should be applied to the position resulting
from the provisions in the Government of India Bill
(1935) for allocating to the Government of one counfry
or the other the possession and control of certain
property and for imposing certain legal liabilities on
the revenues of one country or the other; and

(i) so far as practicable the financial consequences
of such application ; and

. (3) to advise, in the light of the findings under the First
and Second Terms, as to the lines on, and the method by
which a complete financial settlement may be achieved

. between the Governments of India and Burma in respect
of assets and liabilities existing at the date of separation.”

2. A preliminary investigation of the problem was made in 1930
by Sir Henry Howard, X.C.I.LE.; C.S.I., and Mr. J. C. Nixzon,
C.I.E., whose Memorandum on the subject contains much valuable
information and has been of the greatest assistance to us through-
out our investigation. The figures in this Memorandum relate to
the 31st March, 1930. We have, however, been supplied with
revised figures relating to the 31st March, 1933, the latest date for
which complete accounts aré available, and it is the latter figures
which we have in the main employed to illustrate the application
of the principles which we recommend. In certain cases, where it
has appeared that material changes in the nature or relative import-
ance of the items calling for consideration were possible or probable,
we have found it necessary to examine in addition the estimates of
later years.
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* 3. The views of the Government of India have beén placed before
us by Mr. J. C. Nixon, C.I.E., and those of the Government of
Burma by Sir Henry Howard K.CI1.E., C.8.I., Sir Samuel
Smyth, X.C.I.E., C.8.1., and Mr.-T. Lister, C.‘I.E. In addition
to furnishing us with reasoned statements on behalf of their respec-
tive Governments, these gentlemen have supplied, at our request,
much detailed statistical matter bearing on the question at issue,
and we wish to express our appreciation of the ability with which
they have presented and defended their cases and of the invaluable
assistance which they have rendered us in the discharge of our
task.

4. In addition to the facts and arguments laid before us by the
representatives, we have carefully conmdered inter alia, the under-
mentioned documents :—

The Report of the Standing Finance Commlttee of the
Indian Legislature, laid before the Legislative Assembly on
18th March, 1932, and the debates thereon.

The Report of the Finance Committee of the Burma
Legislative Council and the Government of Burma’s Memo-
randum thereon.

5. We proceed to deal with the questions submitted to us under
the several heads of our terms of reference.

Tar BASIS OF SETTLEMENT.

6. Under the first head of our terms of reference we are asked to
advise as to the basis on which a just financial settlement should
be made between the Government of India and the Government of
Burma when separated.

7. The principle advanced by the representatives of Burma is
based on the theory that the present relation between India and
Burma is that of an administrative partnership between two distinct
governments. They envisage separation as the reverse of the
process which would occur should two such governments mutually
agree to unite and replace their separate administrations by a single
government common to both. In such a case, they urge, the
expenses of that government, including such accrued liabilities as
pensions, would be met out of the common revenue. Conversely, in
the case of a united government divided into two portioms, the
separated portions should after division. meet the outgoings appropri-
ate to the functions performed in their respective territories, includ-
ing pensions earned by service in or in respect of those territories.
They contemplate in fact, the separation of two existing entities,
hitherto joined in an admlmstratlve relationship, and their
continuance as going concerns.

8. The Government of India have not either in the case laid
before us by their representatives or elsewhere, committed them-
‘selves to any particular theoretical basis. The method they advocate
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is, however, in practice this: they would assign to each Govern-
ment a share of liabilities corresponding to the Central assets of
which, for geographical or other reasons, it assumes possession,
and would divide the balance of liabilities remaining in a propor-
tion based on the combined revenues, Central- and Provincial,
collected in the respective territories durmg some selected penod
prior to sepa.ra,tlon

9. Suggestions have been put forward from time to time by both
sides for the modification of the settlement in their favour on
historical grounds. On the side of India it has been suggested that
Burma should be responsible for the debt caused by the cost of the
Burma Wars ; that she was in the early years a deficit province;
and that her raxlwa,ys for many years were operated at a loss. On
the side of Burma it has been urged that taxation per head is much
higher in Burma than in India; that Burms has for years been
contributing a sum to the Central Exchequer greatly in excess of
Central expenditure in Burma ; and that in spite of heavy taxation
she is still the most undeveloped part in India.

10. After careful consideration of these views we have arrived
at the following conclusions. The existing Government of United
India is not a partnership between two existing entities. It isa
single government which at the date of separation will go out of
existence, leaving behind it certain assets and liabilities. It is our
task to advise as to the method by which these assets and liabilities
should be valued at the date of separation and in what proportions
the two new States which will be created by the act of separation
should bear the burden of the excess of liabilities over assets. In
assessing these proportions we do not think it right to enquire
whether the terms of the past association have been mutually
satisfactory, or whether either party will gain or lose by separation.
It must, in our opinion, be assumed that all taxation up to the
actual date of separation was imposed and all expenditure allocated
by the common government in the common interest.

11, The method we recommend, therefore, is that the whole of
the assets and liabilities of the present Central Government of
India should be valued on lines which we indicate hereafter; that
the ascertained value of the assets should be deducted from that of
the liabilities ; and that responsibility for the balance of liabilities
should be ass1gned to the two new countries in a proportion or ratio
to be determined by a general consideration of their relative financial
and economic situation. The balance to be so divided should include
the liability for pensions, whether in course of payment at the date
of separation or coming into payment thereafter as a result of
Central service before separation. We hold pensionary payments
to represent, not an item of the cost of current governmental
activities, but the discharge of a liability incurred in the course of
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past activities, and therefore correctly allocable in the same manner
and in the same proportions as a debt outstanding at the date of
separation.

12. To this general principle of division we propose that one
exception should be made. We are advised that the Government
of India and the present Government of Burma have agreed that
Burma shall, at all events at the outset, remain within the
currency system of the Government of India ‘and continue to make
use of the Reserve Bank of India. It has been further proposed
that certain assets and liabilities arising out of, or connected with,
the working of the currency system and the relations between
Government and the Reserve Bank shall not be distributed at once,
but shall be held in common by the two parties nnder a special
arrangement ag to the sharing of the resultant profits and losses.
We are prepared, with certain reservations, which we state in a
later portion of this Report, to accept this proposal.

13. In the second head of our terms of reference mention: is
made of the fact that in accordance with the terms of the Bill now
before Parliament existing physical assets, such as railways and
public - buildings, " will be vested in the Government of the
geographical area within which they are’situated, while the respon-
sibility for the discharge of the liabilities of the Central Government
will likewise be allocated between the two -countries, the great
bulk of this responsibility falling on continental India. The debt
for which the Government of Burma is liable to the Government
of India will therefore be arrived at as the difference between the
liability which Burma should assume in accordance with the prin,
ciples stated above and that for which she will actually assume
direct responsibility. .

THE VALUATION OF ASSETS AND LIABILITiES

' 14. We proceed to corsider the various categories of assets and
liabilities to be brought into' the account.

Our examination of these could not, of necessity, be exhaustive.
The latest published figures available to us. were those for the
31st March, 1933; and even in regard to these our knowledge on
points of detail has inevitably been imperfect. Between the 3lst
March, 1933, and the date of separation the actual list of assets
and liabilities will change both in composition and in the amounts
of the several items, and it is possible that new types will have
come into being. In some cases we have had warning of the
changes and have been able to indicate how they should be dealt
with ; in others we can only advise that they should be dealt with
in accordance with the general principles which we advocate, and
which by way of illustration we have applied to the figures of
March, 1933. We indicate at a later stage the machinery by means
of Whlch we consider that the actual apportionment of the lLiability
after the date of separation could appropriately be worked out.
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LIABILITIES

15. The bulk of the liabilities consists of mterest-beanng obhga.-
tions. We proceed to consider in detail the various items in this
category.

(a) Permanent Debt.

16. Under this head we include all debt so described in the
Finance and Revenue Accounts of the Government of India with
the exception of the liability assumed in respect of British War
Loan : that is to say, all loans, whether rupee or sterling, held by
the public, with or without fixed dates of redemption, and all Rail-
way Anpnuities, but not Treasury Bills.

17. It was proposed in the Howard-Nixon Memorandum that
Permanent Debt should be assessed as a liability at the total nominal
amount of its various items. This figure would, in any event,
need amendment to allow for the interest accrued up to the date
of separation; but even if corrected in this respect, the nominal
amount of the debt is, in our opinion, an inaccurate measure of
its true burden. The public debt now includes, and must almost
inevitably include on the date of separation, loans differing widely in
regard to rates of interest and dates of redemption. These range
from irredeemable stock with a rate of interest as low as 2% per
cent. to redeemable loans bearing interest at 4%, 5 or 5% per cent.
It is clear that the actual burdens represented by such loans may
differ widely from their nominal amounts. The burden of a loan
is measured not only by the sum payable on redemption, but also
by the periodic interest payable during the intervening period ; and
in the extreme case of an irredeemable loan it is the latter factor
alone which has significance.

18. In our view, therefore, the liability attaching to all loans
"should be assessed with direct reference to the only relevant facts,
namely, the sums payable, whether by way of principal, interest,
or instalments of annuity, up to the date of repayment or termina-
tion. We recommend that these sums should severally be reduced,
by the operation of discount at a uniform rate, to equivalent values
at the date of separation, and that the total of these values should
be taken to be the liability at that date.

19. The application of this  method involves the assumption,
in certain cases, of the date of redemption of the loan; and in
all cases of the rate of interest at which future payments are to
be discounted.” The determination of the date of redemption should
present little difficulty. - It is a sufficiently correct assumption,
where optional dates are available, to assume that redemption will
take place at the earliest if the loan stands above par and at the
latest if it stands below. With regard to the rate of interest, we
consider that it should represent the average yield, over a period
of two years preceding the date of separation, of the rupee and
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sterling securities of the Government of India with an unexpired
currency, reckoned up to the probable date of redemption, of 15
years or more. This yield could conveniently be deduced in the
first instance from the recorded prices on & fixed date in each month,
and the result rounded to the nearest quarter of 1 per cent. The
rate so determined can appropriately be employed in another con-
nection, namely, for the calculation of the interest to be paid
by Burma on her obligation to the Government of India.

20. Inasmuch as it may appear that the use of an estimated rate
introduces an arbitrary element into the assessment of Burma’s
liability, it may be pointed out that a variation of the rate operates
on the annual charge against Burma in two directions which are
to some extent compensatory. An increase of the rate, for instance,
diminigshes the present value of the total liability and in con-
sequence the proportion of the net liability for which Burma is
responsible ; the net effect, therefore, is that she becomes liable
for a higher rate of interest on a smaller debt. Conversely, a
reduction of the rate of interest used in the calculation increases
the present value of the total liability and Burma consequently
becomes responsible for a lower rate of interest on a larger debt.
In an appendix to this Report we give estimates of her liability
compiled to the best of our ability on the information available
as to the figures of the 31st March, 1933, using for the valuation
of the debt rates of 3%, 3% and 3% per cent. It will be seen that
the interest charges differ in these three cases by comparatively
insignificant amounts.

(b) British War Loan.

21. The liability assumed by the Indian Government for the
service of a definite portion of the British War Loan differs from
that attaching to Indian loans inasmuch as instalments of interest
have, for the present, been discontinued in accordance with general
arrangements for the suspension of war payments and the sums
payable in future are, therefore, uncertain.. We recommend that
Burma should be directly responsible to the British Government
for her appropriate share, in accordance with the ratio which we
recommend hereafter, of any future payments of principal or
interest. This recommendation need not, of course, preclude India
from making the payment on behalf of Burma by mutual arrange-
ment,

(¢c) Treasury Bills.

22, Treasury Bills'should in our opinion be valued at issue price
plus accrued discount to the date of separation.
(d) Cash Certificates.

23. Cash Certificates should be valued at issue price plﬁs bonus
accrued at the date of separation.
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(e) Post Office Savings Bank Deposits.

(f) Balances of Family Pension Funds.

(9) Balances of Provident Funds.

(h) Special Loans and Treasury Notes.

(i) Provincial Balances on which Interest is payable.
(j) Sinking Funds for Loans granted to local Bodies.

24. We assume that the date of separation will coincide with the
date to which, in the case of all the above items (¢) to (f), interest
is paid or added to the principal. If this assumption proves to be
correct, the nominal amounts of the liabilities may be accepted as

- their value otherwise interest accrued to date of separation should
be added. -

(k) Miscellaneous Liabilities. N

25. A list of miscellaneous liabilities was given in Annexure C
to the Howard-Nixon Memorandum, and similar figures for the
31st March, 1933, have been furnished by the Government of India.
We have not been in a position to examine these lists in detail,
and in any case a final pronouncement as to the correctness of the
various items could only be made after the actual date of separa-
tion. 'We content ourselves, therefore, with stating that, with
certain exceptions specified below, the items appear to be properly
included among the divisible liabilities.

(1) Depreciation Reserves.

26. The Railway depreciation and general reserves, the deprecm-
tion reserves for other commercial Departments, and for Central
Presses, and the Army depreciation reserve, have been included as
liabilities in the Howard-Nixon Report. These entries in the
accounts do mot, in our opinion, represent true liabilities, but are
rather to be regarded as indicating the abatements from the book
value of the corresponding assets to be made in assessing their.
value, ‘We deal with them in connection with the assets.

(m) The Military Reserve.

27. The Military Reserve represents the amount by which actuah
military expendlture since 1928-29 inclusive has fallen short of the!
amounts provided in the Budget and has been entered as a liability:
under the arrangements for a‘stabilised military budget, whereby'
savings in one year may be added to expenditure in subsequent;
years. It has been suggested that this sum represents a liability of;
the Central Government to the Military department, which Burmai
should share, receiving in return such portion as may correspond;
to her actual military establishment. We are unable to accept this
view. The announced intentions of a Government with regard tcf
one of its departments cannot, in our opinion, be held to create
divisible liability, and we recommend that the ba.lance under thls
head be ignored. :
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(n) Road Development Fund.

28. We agree with the recommendation of the representatives
that any balance under this head should be omitted from the

account.

(0) Pensions.

29. We have indicated above that we regard the payment of
pensions as the discharge of a liability accrued at the date of
separation, differing in no essential respect from the repayment of
debt or of any other obligation, and that Burma should share this
liability in the general ratio which we advise hereafter for the appor-
tionment of the net liability. Burma’s obligation in this respect
would no doubt be most accurately discharged by the periodic
refund to India of the appropriate share of the actual pensionary
payments. This method of settlement, however, would in-practice
be intolerably cumbrous. Burma’s liability extends not only to
pensions actually in course of payment at the date. of separation,
but to pensions commencing after that date and earned in part by
central service prior to separation. A running account between
India and Burma would therefore involve the division of the total
pension bill in both countries into two portions, apportionable and
non-apportionable. The former portion would .include a varying
fraction of the pensions granted after separation to central officers
serving at the date of separation, and the adjustments would con-
tinue until the ‘disappearance of the charges in respect of the
youngest officers then serving, a very long period. 'We recommend,
therefore, that the liability of Burma should be ascertained as a
present value at the date of separation and added to the debt due
to the Government of India. We recognise that the valuation of
this liability may not be free from difficulty, and may involve at
the outset a certain amount of labour and expense. We feel;
however, that the objections to a running account of long duration
are so strong that every effort should be made to overcome these
difficulties, and we indicate, in dealing with the third.term of our
reference, the means by which we think that this end ‘may be
achieved.

. 80. It has been pointed out to us that, under a settlement made
in 1921 between the Centre and the Provmces, there are charged
- against Central Revenues certain pensions properly debitable to the
various Provinces, and that these should more correctly be shared,
not in the general ratio applicable to Central Liabilities, but in a
ratio dependent on the extent to which the service they represent
was rendered in Burma and in continental India respectively. We
are of opinion that the results, at this stage, of an attempt to
adjust the incidence of these pensions would be negligible and
would fail to justify the labour involved. We recommend, there-
fore, that all pensions recorded in the accounts as central at the
date of separation should be included among the divisible liabilities.
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31. It has been proposed by the representatives on both sides
that the payments recorded under the head ‘¢ Territorial and
Political Pensions "’ should be divided on the basis of the territory
in respect of which they arise. Although this proposal may seem at
first sight inconsistent with the general principle which we have
advocated, we are nevertheless prepared to accept it. These pay-
ments are not for the most part pensions in the true sense, and are
correctly treated as current expenditure rather than as the discharge
of accrued liabilities.

(p) Accrued Portions of Future Payments and Receipts.

32. We have recommended above that in the case of interest on
debt, Burma should be liable for a share of sums accrued but not -
payable until after the date of separation. It has been suggested
to us that in other cases a similar adjustment should be made.
Pay, for instance, is ordinarily disbursed on the first of the month,
and it has been claimed that Burma should bear a share of the
amount accrued. Similarly, it has been suggested that receipts or
refunds of revenue relating to the period before separation, but not
actually paid or received until after that date, should be brought
into the account of divisible assets and liabilities.

33. It is evident that any general scrutiny and apportionment of
receipts and payments occurring after the date of separation would
be impracticable. The normal practice of the Government of India
is to record all revenue transactions as appertaining to the year in
which the cash passes. We are of opinion that this practice should
generally govern the incidence of transactions occurring after the
date of separation. We have excepted the case of interest on debt
both on account of its relative magnitude and because its frue
incidence is readily and accurately determinable. In other cases
we are satisfied that the results attained would not justify the
‘labour involved or the occasions for friction which the attempt to
allocate the transactions would offer. We would not, however,
exclude the possibility of adjusting, in the final settlement, the
incidence of any large payments or receipts which, for exceptionat
reasons and not as a consequence of the normal carry-over from
year to year, are overdue at the date of separation.

34. A claim somewhat akin to those discussed above has been
advanced on behalf of the Government of India. It is contended
that Burma should accept liability for a share of the cost of leave
due to officers at the date of separation. We are not satisfied as to
the validity of this claim. The absence on leave of a proportion of
the total strength is a normal incident of service, anticipated and
duly taken into account when the numbers necessary to discharge
the functions of government are determined. Its cost, -therefore,
may not unreasonably be regarded for practical purposes as an item
of current cost rather than as the discharge of an accrued liability,
Other instances could be cited where a theoretical connection can
be traced between expenditure incurred after separation and service
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rendered before that date, or vice versa. We have no reason fo
suppose that an exploration of all possible claims of this nature
would tell in favour of one party rather than of the other. In any
case the results would not justify the labour involved, We recom-
mend that all expenditure should, except where we have specially
indicated the contrary, be held to relate to the period in which
payment is made.

ASSETS.

35. We turn to the consideration of the various assets.

86. The principal material asset of the Central Government of
India is its railway system. With this may be grouped certain
other so-called ‘‘ commercial '’ assets, that is to say, assets with a
direct earning capacity, the capital cost of which, though in some
cases met wholly or partly from revenue, has been shown in the
accounts of the Government of India as an off-set to an equivalent
portion of the public debt.

37. The records in the accounts for the most part show the total
sums expended on these assets. In the case of the Posts and
Telegraphs Department the account shows, exceptionally, the.
depreciated value of assets existing on 1st April, 1925, and the full
value of all assets acquired thereafter. There are also shown in the
accounts, in respect of all the principal commercial undertakings,
depreciation or replacement reserves accumulated from sums set
aside out of the income of past years.

38. We have considered various methods by which the value to
be attached to these commercial assets might be ascertained. The
method of valuation on a commercial basis with reference to earning
capacity we dismiss as not only impracticable but irrelevant. It is
clear that many assets must have a value to the Government owning °
them wholly unrelated to their earning power. There remain the
alternatives of valuation on a replacement basis and valuation on a
basis of cost. The former method, even if it could otherwise be
justified, seems to us to involve practical difficulties which exclude
1t from consideration. We recommend, therefore, appraisement on
a basis of cost subject to suitable allowance for depreciation or
replacement.

39. It has been represented to us that in many cases, notably
in that of the railways, the depreciation reserves have been estab-
lished only for a small portion of the period elapsed since the assets
were first acquired, and that had they been accumulated on com-
mercial accounting principles from. the commencement they would
amount to far greater sums. It is suggested therefore that, in
order to arrive at the correct values of the assets, larger sums
should be deducted from their cost than are shown in the deprecia-
tion accounts. We are unable, however, to accept this view. The
assets are being handed over to the new Governments for continu-
ous use, and, in our view, no more is necessary, in order to raise



14

their value for practical purposes to the full original cost, than to
hand over with them such sums as will be sufficient, together with
the normal appropriation from the revenue of each year, to meet
any demands for replacement which can reasonably be foreseen.
In practice the handing over would be effected by a corresponding
reduction of the value assigned to the asset for the purpose of the
settlement. We are satisfied that in the case of all the principal
assets of the type under consideration, the sums which, assuming
the present scale to be maintained, will have been set aside by the
date of separation will be sufficient for the purpose indicated. We
recommend, therefore, that, subject to certain adjustments men-
tioned below, the assets should be assigned the values recorded in
the accounts at the date of separation less the sums then standing
to the credit of the appropriate depreciation or replacement reserves.

(a) Railways.

40. The recorded cost of the railways on 31lst March, 1933, was
7,97-11 crores, of which 40-36 crores had been met from capital
raised by companies still working as such or by Indian States,
leaving the cost met from the funds of the Central Government at
7,56:75 crores. The balance then af the credit of the depreciation
account was 26-54 crores. There was also a balance of ‘47 crores
at the credit of a general reserve account accumulated from past
earnings, represented by investments in the shares of company-
owned lines. Of the balance at the credit of the depreciation
reserve 14-48 crores had been appropriated to meet the loss on the
working of the railways in 1931-32 and 1932-33. It is estimated
that by 31st March, 1936, the total accumulations in the deprecia-
tion reserve will have reached 411} crores and the amount

" appropriated out of this to meet losses 28% crores.

41. We regard as irrelevant the fact that past losses have been
set against the balance of the depreciation reserve. Our task is to
assign a value to the railways, and for this purpose we consider
that the proper deduction from the cost is the amount set aside for
depreciation. The fact that losses have occurred in recent years
obviously neither lessens the need for future replacements nor
increases the value of the railways.

42. In two respects the recorded cost of railways differs from the
actual cost. The purchase of certain railways was effected by means
of the issue of annuities or stock, and the nominal capital has been
written down, by the gradual reduction of the capital represented by
the annuities or by sinking fund payments, by the sum of
29} millions, equivalent at the rates of exchange appropriate to the
dates of purchase to 39-89 crores. The representatives of Burma
claim that this sum, which does not represent any reduction in the
real value of the railways in question, should be restored to the cost
for the purposes of the division. We accept their view.
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43. On the other hand, in certain cases cash sums payable on
the purchase of lines have. been discharged by.the issue of India
stock, and the nominal amount of such stock has been recorded as
part of the cost, which has by this means been increased by the
sum of £1,400,906. We consider that the cash ﬁgures should be
adopted throughout

44. The investment held on account of the Railway Reserve
should be treated as an asset and added to the value of the ra,ﬂwa.ys
No real liability attaches to this reserve.

45. The value which we would assign to railways on the figures
of 31st March, 1933, is, therefore, as follows :—

Rs. crores.
Cost met from Government funds as recorded 7,56:75
Add: Amounts written off ... ... 3989
7,96-64
Deduct: Excess of stock nominal values
over cash (say) ... 1-95
Adjusted cost of Ra.llways . 17,9469
Add: Investment in the General Reserve T 4T
, , 7,9516 .
Deduct: Accumulations of Depreciation .
Reserve 26-54
Net value ... .. ce ... 17,6862

(b) Other Commercial Assets.

46. The remaining commercial assets may be valued on the
method indicated above on the basis of the amounts recorded under
the appropriate heads in the accounts.

(¢) New Delhi.

(@) Land purchased for the use‘of the Military Department under
the Bombay Land Scheme.

47, These items are properly treated as divisible assets, and the
value may be taken af-the cost as recorded in the appropriafe
statements in the Finance and Revenue Accounts (Nos. 67 and.
74 E of the accounts for 1932-33).

(e) ** Dead > Assets.

" 48. The term **dead ™ assets has been applied to a larger
number of miscellaneous assets the cost of which has been met from
revenue, and no account of which is to be found in the published
accounts of the Government of India. These assets include military
buildings and stores,’ civil buildings and the High Commissioner's
_premises in Liondon.. A list, admittedly imperfect, has been supplied
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to us by the representative of the Government of India; according
to which the total value is about 91 crores, the value of the portion
located in Burma being about 8} crores. We see no reason for
excluding these assets from the division in so far as their cost can
reasonably be ascertained ; and we recommend that an attempt be
made, under, the instructions of the body responsible for drawing
up the final account after the date of separation, to make such
estimate of their value, on the basis of cost, as is possible from
the departmental records of all substantial civil and military
properties in India and Burma, subject, however, to the proviso
that where the information is not readily available no investigation
should be made of the records of a period earlier than the last
50 years.

(f) The India Office. v

49. Inasmuch as, under the Government of India Bill, it is pro-
posed that the India Office shall vest in His Majesty for the
purposes of His Government in the United Kingdom, to be used in
connection with the discharge of the functions of the Crown in
relation to both India and Burma, no apportionment of the value
is necessary.

(9) Advances to Provinces.

(h) Other+Interest-bearing Advances.
(1) Investments of Cash Balances.

() Investments of Sinking Funds. _

(k) Silver, Redemption Reserve.

50. As in the case of interest-bearing liabilities, accrued interest
should be added to the nominal value of these assets in assessing
their value. The item Silver Redemption Reserve does not appear
in the accounts for 1983, the figures of which we have used for
illustrative purposes.

() Cash and Miscellaneous Assets.

51. A list of these is given in Annexure C to the Howard-Nixon
Memorandum. As in the parallel case of the miscellaneous
liabilities, we are unable to do more than state that the items
appear to be properly included among the divisible assets.

THE RATIO.

52. Having indicated the methods which we think it right to
adopt for the purpose of arriving at the total of assets and liabilities,
we have now to determine the ratio in which the balance of
liabilities shquld be divided between India and Burma.

53. We do not believe that it is possible to fprmul'a,te any
theoretical principle, or to select any single criterion or set of
criteria, by means of which the relative contributions to be levied
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from the two communities for the discharge of a common obliga—
tion can be precisely determined. The only course open to us has
been to examine all the circumstances which seem relevant to the
enquiry, and in the light of that examination to make an approxi-
mate estimate of the contributions which can justly be required.

54. For the purposes of this enquiry the natural starting point
" is furnished by the actual existing contributions for common pur-
poses, in other words by the respective contributions of India and
Burma to the Cenfral revenues of the present undivided Govern-
ment.

55. It has been suggested to us on behalf of the Government of
India that the ratio we are seeking should be based on the revenues
raised for all purposes, Provincial as well as Central. The grounds
advanced are, firstly, that the existing division between Central
and Provincial functions is a domestic one subject to amendment
or revocation ; secondly, that the existing obligations are, in the last
resort, secured on all revenues, Central and Provincial ; and thirdly,
that the combined revenues afford a broader and more equitable
basis for the determination of relative capacity to pay than is
afforded by Central revenues alone. We feel, however, that in
practice our main guide must be the actual administrative and
financial organisation of the Indian Empire, which is one under
which Central obligations are met from Central revenues alone
and Provincial revenues are assigned to meet Provincial needs. We
do not, moreovier, consider that we could take cognisance of
Provincial revenues for this purpose without bringing into the
account Provincial assets and liabilities.

56. We are entitled to assume that in framing its revenue system
in the past the Government of India has been concerned, so far as
administrative considerations allowed, to make it generally equit-
able, both as between individuals and as between wider areas, in
respect alike of burdens imposed and of benefits conferred. That
does not, however, preclude us from taking into consideration other
factors which in our opinion are relevant to a fair apportionment
of existing liabilities-as between the two areas concerned. Nor
should it be taken as any reflection upon the administrative or
economic policy of the Government of India if, for our purposes,
we subject the prima facie ratio of direct revenue contributions to
certain adjustments which those factors appear to us to require.

57. In this connection it will not be out of place to quote the
Government of India’'s own description of the character of its
Central revenues already quoted by the Indian Statutory Commis-
sion, Vol. I, page 345 :—

*“ To meet its own expenditure the Government of India
retains in the first place the entire profits of the commercial
departments, and secondly all the revenues whose locale is no
guide to its true incidence, such as the net receipts of Customs,
Salt and Opium.”’ :
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58. It was in consequence of a similar uncertainty as to true
origin that the authors of the Howard-Nixon Memorandum agreed
to exclude from their survey of revenues all figures relating to
Income Tax, and to consider only the receipts arising from Customs,
Salt, Opium, Tributes and Railways. We recognise the grave
difficulties attaching to any -attempt o assign a local origin to
Income Tax receipts. At the same time we feel that if this item
is excluded from the calculation, a factor is omitted which might
seriously prejudice the result. 'We have, therefore, for the purposes
of our investigation, adjusted the recorded figures of Income Tax
to the best of our ability in regard to certain large undistributed
items and have made use of the amended totals. With regard to
the other heads we accept the view of the Government of India that
Opium receipts are no longer a relevant factor, and we have
excluded receipts from Railways both on account of their uncertainty
and because they-do not represent contributions by the inhabitants
of the respecfive areas in their capacity as taxpayers. Our computa-
tions of the direct revenue contributions are, therefore, based on
receipts from Customs, Salt, Tributes and Income Tax as readjusted.

59. In the case of Customs duties it is obvious that the true
economic incidence of a duty falls, not upon the area in which the
duty is collected, but upon that in which the article is ultimately
sold. Where the tariff is protective that incidence further includes,
not only that element in the price of imported goods which repre-
sents the duty at the port of entry, but also that element in the
price of competing home products which is maintained by the duty,
and which, under a strictly revenue tariff system, would have been
subject either to import duty or to excise. Owing to her geographical
isolation and remoteness from the main centres of Indian industry,
the protective effect of the Indian tariff has been very much less
marked in Burma than in continental India, and it has, in fact,
operated mainly as a high revenue tariff. In other words, the visible
revenue element in Burma’s contribution to the maintenance of
Indian fiscal policy has been disproportionately high. This does
not mean that Burma, as a part of the existing Indian Empire, has
been unfairly mulcted in order to support a protective system. But
it does mean that it would not be fair to Burma to take the customs
revenue actually collected in Burma into our calculation without
some adjustment to correct the peculiar effects of her geographical
situation. :

60. We have not considered it necessary, or indeed possible, fo
attempt anything in the nature of an exhaustive calculation in
order to arrive at an accurate estimate of the ratio of Burma's
contribution as so readjusted. An indication, however, of the
character and extent of the readjustment involved is furnished by
taking the figures relating to four of the most important items in
the customs list, viz. cotton piece-goods, white sugar, steel, and
kerosene, and weighting them on the hypothesis that the domestic
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product had been subject to an equivalent.excise, but makmé
allowance for duties paid on imported materials such as dyestuffs
and machinery. On this basis it would appear that Burma's real
contribution for the years 1928-29 to 1931-32 has been about 8 per
cent. of the total central revenues of the Indian Empire, as com-
pared with a figure of 9} per cent. suggested by the figures of actual
revenue locally collected. o

61. An entirely different angle of approach to the problem would
be to base the ratio of contribution upon relative national wealth
or income. It has been urged on behalf of India that the standard
of living and income is definitely higher in Burma than in India.
The representatives of Burma, while admitting this, have adduced
figures to show that the difference is not nearly so great as the
revenue returns would appear to indicate, and that a ratio for
Burma based on national income would be substantially lower than
that deduced either from the existing or from the adjusted revenue
contribution.

62. We have investigated in some detail those figures of income
and consumption which appeared to us relevant to this aspect cf
the problem. We have examined in the light of figures placed
before us by the representatives the average income of the agricul-
tural worker and the average income assessed to tax, and have
estimated the consumption of such staple commodities as cotton
piece-goods, sugar and kerosene. We have also considered certain
Provincial heads of revenue which might be regarded as affording
an index of general prosperity or spending power. We recognise
that none of these lines of approach can afford a precise index of
taxable capacity. For what they are worth they would seem to
indicate that the average money income in Burma is about 20 per
cent. higher than in continental India, which, statistically, and
allowing for population, would suggest a ratio in the neighbourhood
of 6% per cent. But the yield of taxation normally and appropriately
rises more rapidly than the income. Moreover the greater mineral
and forest wealth of Burma, and the existence there of a higher
proportion of non-indigenous interests liable to taxation, suggest a
somewhat higher revenue-producing capacity. . We feel justified,
however, in concluding as a result of our investigations in this field
that Burma’s frue capacity to pay is somewhat lower than would
appear from the revenue returns even after the adjustments indicated
above. '

63. Another general and even less accurately ponderable con-
sideration advanced.on behalf of Burma in favour of a lower ratio
than that indicated by revenue contribution refers to the geographi-
cal distribution of the benefits conferred by Government expenditure
and Government policy. It has been argued that the fact that the
overwhelming bulk of the military expenditure, amoiunting to
nearly 50 per cent. of the net Central revenue from taxation, is
disbursed, by way of pay, pensions, rations, equipment or transport,
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in India, constitutes a substantial benefit in which Burma has very
little share, Similarly it has been suggested that, up to the present
at any rate, the direct benefits of the Indian protective system
have inured almost wholly to manufacturers and workmen in India.

64. We do not propose o assign any precise weight to these
different alternative arguments for a ratio of contribution below that
of the actual revenue contribution of recent years. But our study
of all the various aspects of the question and of the arguments and
figures presented to us has led us to the conclusion that, for our
particular purpose of arriving at a just financial settlement, the
proper ratio in which Burma should contribute in respect of the
liabilities outstanding at the date of separation (subject to certain
qualifications in connection with currency) should be 7 -5 per cent.

CURRENCY.

65. We have referred in an earlier paragraph of this Report to
an agreement arrived at between the Government of India and
the present Government of Burma for the continuance of Burma
within the Indian currency system, and to the special arrange-
ments proposed, in consequence; for the apportionment of certain
assets and liabilities connected with or arising out of the working
of the currency system. We proceed to deal with this question
in greater detail. It will be desirable at the outset to recapitulate
briefly the nature of the agreement between the two Governments.

66. The main provisions of this agreement are as follows :—

The Reserve Bank of India will manage the currency and carry
on the business of banking in Burma.

The bank will issue distinctive notes which will be legal tender
in Burma but not in India, and Indian notes will cease to be legal
tender in Burma after a reasonable interval.

The Government of Burma will have the right after due notice of
issuing distinctive Burman coins. Should they exercise this right
Indian coins in Burma will be retired through the Government of
Burma, which will not be entitled to receive in return the equivalent
of the nominal value, but must dispose of them by one or other of
the following methods :—

(2) It may deliver them to the Government of Indla. against
payment of the bullion value plus the cost of minting an
equivalent amount of new coinage ;

(b) It may arrange with the Government of India to recoin
them with Burman designs and such recoinage will be free of
charge unless the number and composition of the coins alter
materially ;

(¢) It may itself, subject to certain restrictions, dispose of
the silver content of rupees which it does not desire to have
recoined. :
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The agreement is to be terminable on two years’ notice by either
side, with a minimum period of three years from the date of
separation. On termination of the agreement the Government of
Burma will be free to sever its connection with the Reserve Bank
and to make such arrangements as it thinks fit for the management
of currency and the control of credit. It will become liable for the
note issue outstanding in Burma and will receive a corresponding
share of the assets of the Issue Department of the Reserve Bank.

67. Our terms of reference do not authorise us, nor do we wish,
to offer any criticism of this agreement. Certain consequential
suggestions have, however, been made which in our opinion fall
within the scope of our enquiry. These suggestions relate to the
division of assets and liabilities accrued at the date of separation as
the result of past operations in the sphere of currency and exchange
and to future profits arising in the same connection. In order to
state clearly the points, settlement of which is called for, it will be
necessary to set out in some detail the nature of the various items
calling for consideration.

68. The Government of India has in the past drawn large profits
from coinage, note issue, and remittance operations. Many of these
profits are not now readily identifiable, notably the large surns
credited from time to time to Revenue; others are represented by
concrete assets like the Gold Standard Reserve, while yet a third
category is represented by reductions of the public debt of ascertain-
able amount. Certain losses incurred in the same connection can
similarly be identified with definite increases in the debt.

69. On the establishment of the Reserve Bank, which it is
anticipated will take place on the 1st April, 1935, the Government
of India will, under the provisions of the Reserve Bank Act, transfer
to the Bank the responsibility for the outstanding issue of currency
notes, and will hand over an equivalent amount of gold, sterling
securities, rupee securities, and silver coin. On the latest informa-
tion we have been able to obtain, we may perhaps assume that the
note issue on the 1st April next will be in the neighbourhood of
187 crores, and that the cover to be handed over to the Bank will
be made up as follows : —

Crores.

Gold and sterling securities * ... 933
Silver 50
Rupee securities ... 43%
187

—

70. It may also be assumed that the reserves helfl_ _by t}_le
Government of India against currency and exchange liabilities will
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exceed the total of the note issue by 53} crores, and that they wil
be made up as follows on the 1st April :—

. Crores.
Gold and sterling securities ... .. 113
Silver 93}
Rupee securities ... 34
2403

71. In order, therefore, to provide the cover required by the Bank
in the form indicated above, it will be necessary for the Governmen:
of India to issue rupee securities to the value of 9% crores. Thert
will remain an excess in the total reserves, beyond the amouns
;eﬁuired to cover the note issue, of 62} crores, made up to a
ollows :— '

Crores.
Sterling securities ... . 19%
Silver . 43}

Of the sterling securities it is proposed that 10 crores should be
set aside as a special fund to meet the obligations of the Govern
ment of India in respect of rupees returning from circulation, to be
known as the Silver Redemption Reserve. The remainder will be
available for the general purposes of the Government of India.

72. Under section 46 of the Reserve Bank Act the Governmen
of India is required to hand -over to the Bank rupee securities tc
the value of 5 crores, in order to provide a reserve. These securities
form an identifiable portion of the public debt arising out of the
establishment of the Bank.

73. To complete the analysis of the situation arising on the
establishment of the Reserve Bank, it is necessary to add a figure
representing additions to or reductions of the net liability of the
Government of Indis arising out of past currency or coinage opera-
tions, other than those included in the items enumerated above.
As has been said above, this figure is very difficult to assess. Certain
items entering into it can be fairly readily identified, as for instance
the losses on sales of silver and securities from the Paper Currency
Reserve, and the gains or losses arising from the revaluation of
sterling securities consequent on the changes in the parity of the
rupee made in 1920 and 1927. There are, however, many other
items less readily distinguishable and perhaps less obviously
appropriate for inclusion, and an exhaustive enquiry might result
in a list of great length, but of doubtful validity. In view of our
recommendations below it is unnecessary for us to attempt the
task of discriminating between these various items.

74. After the establishment of the Reserve Bank the Govern-
ment of India will be liable, under section 36 of the Reserve Bank
Act, to purchase from the Bank any silver in ifs issue department
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in excess of 50 crores, and must, on the other hand, issue to the'
Bank coined silver at full nominal price to the amount by which the
silver in the issue department falls short of 50 crores; . subject
normally in each case to a limif of 5 crores in any one year. There
will thus be periodical profits or losses both before and after separa~
tion. The Government of India has in addition a right fo a share,
calculated in accordance with rules laid down in the Act, of the
profits of the Bank. '

" 75. The Government of India is precluded by section 38 of the
Act from issuing rupee coin otherwise than to the Bank in the
manner described in the last section. The silver lapsing to Govern-
ment as stated in- paragraph 71, and there assessed at its nominal
value in coined rupees, can thus in fact only be realised either by
issue to the Bank or by sale as bullion in the market.

76. It is proposed by the two Governments in agreement that
not only future receipts and payments of the nature indicated in
the immediately preceding paragraphs, but also assets and liabilities
existing at the date of separation of the types indicated in para-
graphs 71 fo 73, shall be excluded from the general scheme of
adjustment, and apportioned between the two countries in a specialk
ratio to be determined from the note issue. After the initial period
it is proposed that the ratio applicable to any year shall be that
borne by the average circulation of Burman notes to the totalk
average circulation in Burma and India combined. For the division
of the initial assets and liabilities, and for the division of annual
profits and losses during the first three years, it is proposed to
employ the ratio deduced from the figures of the third year; a
provisional allocation subject to -adjustment being made in the
interim period. Burma will have the right, if it appears that Indian
notes are, by the end. of three years, circulating in Burma to any
appreciable  extent, fo require the extension of this period. The
special note ratio would apply not only to the ordinary profits of
the Bank, but to any special profits realised as the result of the
revaluation of its gold holdings. In the event of Burma deciding
to sever completely her connection with the Indian currency system
she would be entitled to a’ share, calculated on the note ratio
applicable at the time, of the surplus assets which would accrue to
the Government of India in the event of the Reserve Bank being
liquidated under section 57 of the Reserve Bank Act. -

77. It will be observed that under the above proposals the stock
of silver taken over by the Government of India on the establish-
ment of the Reserve Bank would not be valued and brought info
the account of liabilities and assets, but would be held as a common
asset and distributed only as and when realised. In the event, how-
ever, of Burma deciding to supersede the rupee with a coin of her
own, it is proposed that she should at once receive her due propor-
tion, based on the note issue, of such of this silver as remains; and
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she would have no further interest in transactions between the

Bank and the Government of India under section 36 of the Reserve
Bank Act.

78. So far as the above proposals relate to profits and losses
accruing after the date of separation, we have no criticism to offer.
The two Governments are, under their agreement, continuing as
a partnership the common interest in currency and coinage which
they formerly had as a unitary Government, and the proposals for
the definition of their respective shares seem reasonable. With
regard, however, to the assets other than silver, and to liabilities
arising out of past currency working and existing on the date of
separation, we see objections, both theoretical and practical, to
the proposals. Of the latter nature is the fact that they will involve
a delay in the final settlement of at least three years, and that the
determination of the items to be included in this special settlement
is difficult and must be, to a great extent, arbitrary. As a matter
of principle, on the other hand, we see no distinction between assets
or liabilities which have arisen from currency operations and those
which have arisen from any other cause. Even in what is perhaps
the most striking case, the debt raised to provide the Bank with a
reserve, it is nevertheless true that this debt is charged on the
revenues of united Indo-Burma in the same manner as any other
debt, and there would seem to be no good reason for its exclusion
from the general body of liabilities. On grounds, therefore, both
of principle and of expediency, we recommend that all debt out-
standing on the date of separation, and all securities or cash held
as a result of currency working, but not the store of metallic silver,
should be included in the common account and divided on the
principles we have recommended in the earlier portions of this
Report.

79. It is necessary to add a recommendation on one point of
detail. The joint proposal of the two Governments provides that in
the event of the Government of Burma leaving the Indian currency
system she shall have the option of returning currency to the
amount of the Treasury balances held in Burma at the date of
separation and cancelling an equivalent amount of her debt to
India, We see no justification in theory for this proposal, and
possible objections in practice. We recommend, therefore, that no
exception be made in this respect to the general arrangement for
the redemption of Indian currency.

ForM oF INDEBTEDNESS.

80. We have above explained the broad principles on which we
advise that the liability of Burma to India should be ascertained,
and have indicated, in such detail as is at this stage possible, the
methods by which we consider that these principles should be
applied. It will be observed that the process envisaged necessarily
involves the expression of all the items entering into the account in
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terms of a common currency. It has been represented to us that,
although Burma’s liability must for this reason be calculated in the
first instance in rupees, some portion of that lability should,
nevertheless, be repayable in sterling. This does not necessarily
imply that the actual payments by Burma to India would be made
otherwise than in rupees. The suggestion is rather that if the value
of the rupee varies in terms of sterling, the outstanding indebtedness
of Burma would be correspondingly increased or diminished.

81. We have given reasons for holding that in the case of one
particular liability, the obligation undertaken in respect of British
War Loan, Burma should be directly responsible for her share of
the actual sterling payments. With regard to the remainder of her
liability, however, we are of opinion that any attempt to express a
portion in sterling is inadvisable. The liability of Burma to India
has no specific relation to the various items of India’s outstanding
debt, and it is not possible, therefore, to formulate with confidence
any principles on which the amount of the sterling liability could
be determined. In these circumstances we see no reason for depart-
ing from the natural arrangement under which inter-Governmental
debts are expressed in the currency of the creditor country, We
recommend, therefore, that Burma’s obligation to India should be
wholly expressed in rupees and should not be subject to revision in
the event of any change in the exchange parity after the date of
separation.

METHOD OF PAYMENT.

82. We have recommended above that the main body of liabilities
should be valued at a rate of interest to be ascertained at the date
of separation, and have stated that this rate could properly be used
for the calculation of the interest to be paid by Burma on her debt
to India. We have next to consider the method by which Burma
should discharge this debt. It has been represented to us that
inter-Governmental debts are a fruitful source of ill-feeling and
that it is desirable that provision should be made not only for the
payment of interest, but for the ultimate repayment of the capital.
Various proposals have been put forward as to the period and
method of repayment. The Government of India consider that

_repayment should be complete within 30 years from separation,
but have formulated no definite scheme for the determination of
. the periodic amounts to be refunded. The Government of Burma
contemplate repayment by means of a level annuity calculated to
redeem principal and interest in 60 years. They support their
advocacy of this period by its general accordance with the average
of the periods assumed in Sir Basil Blackett’s debt redemption
scheme of 1924 as appropriate for the redemption from revenue of
the various types of debt. ‘We do not regard this argument as
relevant. Although Burma might think it desirable as a measure
of sound finance to meet all repayment of the debt from revenue,
it is not mnecessary to assume that the requisite funds will be
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raised in this way. On the other hand we consider that in all the
circumstances the period assigned by the Government of India is
too short.” We recommend that repayment should be made by
means of an annuity due in half-yearly instalments, and sufficient
to repay the whole capital, with interest at the rate employed for
the valuation of the debt, by the end of 45 years, the first instal-
‘ment to be paya.ble six months after separation.

83. We would, however ,-exclude from the operation of the above

recommendation one item of the debt. We have recommended
that the liability in respect of pensions should, if. possible, be
capitalised.. There will, however, be a charge coming into course
of payment after sepa.ratmn for pensions of staff transferred to
Burma, the growth of which would in the. normal course be an
offset to the decrease in the. charge for pensions previously in issue.
There. are practical advantages in preserving this compensatory
aption, which has the effect of keeping the total charge for pensions
approximately constant. This may be to some extent achieved if
the liability to India is.discharged by an annual payment, decreasing
by level decrements over.a period of, say, 20.years, and we advise
‘that this course should be followed.
' . The above recommendation applies solely to the Liability for
pensions in course .of payment at the date of separatmn The
liability for part-earned pensions, the actual payments in.respect
to which will not commence until after separation, and will extend
over a long period, may appropriately be added to the general debt.
and included in the general annuity.

84. We have considered whether, with a view to shortenmg the
period during which Burma will remain under an obligation to
India, she should have the option of redeeming her debt, or any
portion of it, in advance of the date of termination of the annuity.
We prefer to leave both countries entirely free at any time to settle
by negotiation the terms on which they are wﬂhng, on the one
hand to pay, and on the other to receive, sums in redemption of
the outstanding mstalments of the annuity, or of ‘any portion
thereof :

MISCELLANEOUS

85. The question has been raised whether certain annual pay-
tnents and receipts connected with defence should be apportioned
between Indis and Burma. These are on the one hand the contri-
bution made from British revenues towards the cost of India’s
defence expenditure, and on the other the annual payment made by
India towards the cost of the British Navy. It appears to us that
these payments, which are not in the nature of fixed or legal
obligations, cannot be treated as assets or liabilities at the date of
sepa.ratmn The problem of the defence of Burma as a separate
State in the British Empire will no doubt involve consideration of
the share she should properly take in the common defence
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86. Inasmuch as the apportionment of reparation receipts between
the various constituents of the Empire has been based on the
pensionary liabilities incurred in consequence of the War, and we
have recommended that Burma should bear 7% per cent. of India’s
liabilities in this respect, it follows that any sums received in
future on account of reparation should be divided in the same
proportion.

Tee FINAL SETTLEMENT.

87. As we have stated above in connection with the valuation of
assets and liabilities, our investigation has necessarily had regard
to general principles rather than to particular instances. The figures
appertaining to the actual date of separation cannot be known, at
the earliest, for a period of nearly two years, and it will then be
necessary to set up some machinery for the translation of our -
general recommendations into concrete figures. Under the third
of our terms of reference we are asked to advise as to the nature
of this machinery. It will be useful, ag a preliminary to the state-
-ment of our views on this guestion, to set out the various tasks
which will confront.an individual or body of individuals charged
with the duty of drawmg up the actual settlement.

88. Tt will be necessary for such a body to draw up a list of all
the assets and liabilities of the present Government of United India
as they stand at the date of separation and to assign a value to each.
For this purpose it will doubtless rely in the main on the audited
accounts of the Government of India. We have endeavoured to
indicate, wherever doubt might arise, the manner in which these
figures should be wutilised to arrive at & valnation, and we do nof
anticipate that any question will arise as to the validity of the
actual figures. In cértain respects, however, our recommendations
involve the framing of estimates or the determination of essential
factors in regard to which the accounts offer no asmsta.nce, and the
necessity for independent judgment will therefore arise. The main
questions which -must remain- mcapa.ble of - purely consequentla,l
determination are as follows :—

The determmatmn of the rate of mterest to be used for the
valuation of debt.

-The assessment of the caplta.l value to be ass1gned to‘dnnmble
_pensions, both earned and part .earned.

The appraisement of the value of dead assets both in
- continental India and in Burma. :

There is, in addition, the possibility that, as instanced i para-
graph 33, questions may arise which we have been unable to
foresee -and the, application to which-of the prmclples we have
recommended is not immediately evident.

- 89. It has been proposed to us by the representatives, with the
approval of their respective Governments, that the application in
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detail of our award might appropriately be entrusted to a Com-
mittee of three, of whom two would be members of the Indian and
Burman services appointed by the respective Governments, with a
chairman nominated by the Secretary of State. It is contemplated
that where the nominees of the two Governments were in agree-
ment, their decisions would stand and that the functions of the
chairman would be mainly those of an umpire.

90. ‘We are of opinion that the above procedure should provide a’
suitable machinery for the settlement of the problems that will
arise, and we accordingly recommend its adoption. We proceed to
consider in more detail the methods which we consider that the
Committee, referred to hereafter as the Application Committee,
might suitably adopt in relation to the points of difficulty
enumerated above.

91. With regard to the rate of interest, we have advised (para-
graph 19) a method of determination which will afford little scope
for divergence. The Application Committee, who will doubtless
have placed at their disposal the services of the Secretary of State’s:
expert advisers, should have no difficulty in reaching a decision as
to the precise figure. The rate so determined should apply, not
only to the valuation of debt, but to the capitalisation of pensions
and to the calculation of the periodic payments to be made by
Burma to India. ‘

92. The assessment of the capital value of pensions is a task
demanding specialised technical knowledge which can be performed
only by a qualified actuary. We recommend that an actuary should
be appointed to carry out the work. As we are advised that a con-
siderable portion of his preliminary investigations could be made
in advance of the actual date of separation; it is clearly desirable
that he should be selected at an early date. We consider it advis-
able that he should be formally appointed by, and should report to,
the Application Committee, and for this among other reasons the
Committee should be constituted in the near future:. The actuary
appointed by the Committee would in the early stages of his
investigation rely on the advice and assistance of the two Govern-
ments, supplied to him through the medium or under the instruc-
tions of their respective nominees. His report when finally
submitted, after consideration of such advice, should be final.

We do not intend, in making the above recommendation, to
preclude the Committee from making use of the services of separate
actuaries to deal with specific portions of the total pension obliga-
tions if, for special reasons, they consider such a course desirable.

93. We have stated above our view that an attempt should be
‘made, under the supervision of the Application Committee, to
assign a value to the *‘ dead ’* assets. The precise méans by which
this task can be carried out can best be settled by the Committee
itself, and we do not feel it incumbent upon us to offer any detailed
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suggestion. We would, however, draw attention to the desirability

of setting in motion at an early date such machinery as the investi-
gation may require. '

94. In conclusion we wish to express our indebtedness to Mr.
Sidney Turner, C.B.E., for his services as ‘Secretary. His
knowledge and ability have been of very great assistance to us.

L’. S. AMERY.
8. A. T. ROWLATT.

W.. F. NI1CHOLSON.
SipDNEY TURNER,

Secretary.
15th March, 1935.

* APPENDIX.

EsTiMaTES OoF BUmRMA’s LIABIITY TO THR GOVERNMENT OF INDIA AFTER

SEPARATION ON VARIOUS ASSUMPTIONS AS TO THE RATE OF INTEREST TO BB

EMPLOYED FOR THE VALUATION OF PERMANENT DEBT AND FOR THE CALCULATION
OF THR ANNUITY.

. (The figures relate throughout to the 3lst March, 1933, and must be
regarded as illustrative only.)

: I—RaTe oF INTEREST 3} PER CENT.
Liabilities :—

Permanent Debt:— Rs. lakhs. Rs. lakhs.
Sterling ... .. 5,06,8240
Rupee ... .. 4,92,78-57
o — 9,99,60-97
Liability for British War Loan (at par) ... 22,29-47
Treasury Bills (including accrued discount) ... 61,46-68
Cash Certificates (including accrued bonus) ... 64,85-11
Post Office Savings Bank deposits ... e s v 43,39-64
Provident Funds, Special Loans, &e.... . 76,7380
Family Pension Funds ... 15,29-72
Provincial Balances 7,02-37
Sinking Fund Deposits ... e 95-50
Part-earned Pensions ... 87,00-00 (a)
Miscellaneous liabilities ... 22,1410 . °

Total Liabilities, exclusive of liability for pensions in issue 14,00,77-36

Assets:—

" Railways: — Rs. lakhs.
Gross capital at charge . 1,97,11-72
Amount written off prior to

1924 ... .. .. .. 39,8005
— 8,837,007
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: ' Rs. lakhs,  RBs. lakhs.
Deduct— o
Amount contributed by Com- .

panies and Indian States... 40,36-25
Correction for difference be- .

tween. cash and stock 1,95-32 (b)
Amounts set aside for depre-

ciation. or replacement 26,54-15
—_— 68,85-72
\ ——
7,68,15-05
Securities held - on . account of General
Reserve ... 46-81
Other Commercial Assets:—
Posts and Telegraphs... 15,82-84
Less Depreciation ... 2,69-42
—_— 13, 1342
Irrigation . " 6900
Security Prlntmg Press 42.22
Currency Note Press 32.:04
Northern India Salt Depa.rt—
ment 89-47
Less Depreclatxon 22.79
— 66-68
Forests ... . . s e 1295
Vizagapata.m Port. .. . 3,08-83
New Del]n Lo e e e
Military Lands at Bombay e e

“ Dead ” Assets

Advances to Provinces

Other interest-bearing advances :
Investments of Cash Balances
Investments of Sinking Funds ~ °
Cash and Miscellaneous Assets

Total Assets

Excess of Liabilities over Assets
Share of ‘excess Asssign.s'hle to. Burma (7-5 per cent.)

Assets of which.Burma.will .assurhe.POésession:—
Railways:— ...

Rs. lakhs.

7,68,61.86

18,4514

14,4929

2.31.12
91,50-00 (c)
1,73,03-74 (d)
20,92-48 (d)
1,88-24 (d)
3,22.49 (d)

. 81,8290

. 11,26,2726

2,74,50-10

20,58.76

'84,48-49

-Capital at charge v we . 35,0552 :
“Less .amounts set aside for deprecmhon .
or replacement .. ... e . een 5708
Other Commercial Assets:— .
-Posts and Telegraphs ... 1,16-15
“Less Deprecxatlon e e 12.42

“ Dead” Assets
Advances to Provinces ...
Other interest-bearing advances T “
Cash to provide working balance (say)

_Total

1,03.78

3,25-00 (c)

7,51-47 (d)
22:24 (d)

© 2,00-00
48,50.93
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Liabilities . for which Burma will assume direct
responsibility : — -
Portion of liability for British War Loan

Post Office Savings Bank Deposlts e et : :

Provident Funds ...

Part-earned pensions ..

Non-mterest—!bemng hablht)es (say)
“Total

Net -assets- to be assumed by Burma.

Debt of  Burma .to India, bemg net assets  as above

Rs.35,55-20 lakhs, plus share . of excess ha.blhhes,
Rs.20,58-76 lakhs .

Annua.l interest on above at 3& per cent.

Annmty reqmred to redesm prmmpa.l and mberest in 45

© years

II.—Rate o¥ INTEREST 3} PER OENT.

Liabilities:— . . e

" Permanent Debt ;— Rs. lakhs.”
Sterling ... e 4,83 5497
Rupee ... e ... 4,76,28.80

_ Otber liabilities as before ... _
' ' Total .~
Assets as before

Excess of liabilities over 'assets

Share assigna;ble to Burma ‘
Net assets to be assumed by Burma, as before
Debt of Burma to India

Annual interest on above at 3} per cent.

Annuity required to redeem principal and interest in 45

years e
III.—RaATE oF INTEREST 3% PER CENT.
Liabilities :—
Permanent Debt:— Rs. lakhs.
Sterling ... .. 4,62,86-60
Rupee .. 4,61,35:26

Other liabilities as before

s

Assets as before

Rs. lakhs.

1,6721
-1,46-25
3,07-18
38,7500 (a).
3,00.00

15,9564

| 85,5529

56,1405

1,82-46

2,383

Rs lakhs.

9,59,83.77
4,01,16.3%

13,61,00-16

. 11,26,27-26
' 2,34,72.90

17,60.47
85,5529

53,15-76
1,86-05

2,35.46

Rs. lakhs.

9,24,21.86
4,01,16-39

13,25,38-25
11,26,27-26



‘ Rs. lakhs.
Excess of liabilities over assets ... ... .. .. .. 199,099
Share assignable to Burma e 14,93-32
Net assets to be assumed by Burma, as before... Cee 35,55-29
Debt of Burma to India ... .. .. .. .. .. 504861
Interest on above at 3§ per cent. ... 1,89.32
Annuity required to redeem principal and interest in 45

years 2,33.12

NOTES.

(a) Part-earned pensions.—As no material was available for the accurat
assessment of this liability the rough estimate given by Mr. Nixon has fo:
illustrative purposes been adopted. The liability will in practice vary witl
the rate of interest assumed.

(b) Difference between cash and stock values in Railway Capital.—The
rates of exchange at which these differences, which arose in sterling, were
converted into rupees for inclusion in the total, are not available. The
correction is therefore approximate only.

(¢) “ Dead ’ assets.—The figures are inserted for illustrative purposes
only.

(d) Interest-bearing advances and investments.—No allowance has beer
made for accrued interest, the material for calculating which was nol
available.

The liability in respect of earned pensions must in all cases be addec
to the debt calculated as above. No estimate of this liability can at present
be made with any claim to accuracy. The order of magnitude, however,
of the payments to be made under the arrangements outlined in para
graph 83 of the Report may perhaps be represented roughly by an annuity
commencing at 80 lakhs and decreasing by 4 lakhs a year.

(29643—36) Wt 1188—1272 2000 535 P.St. G.373
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NOTE BY THE SECRETARY OF STATE FOR INDIA.

The Goverhment of India and the Government of Burma have
reached agreement on the subject of the trade relations between
India and Burma in the period immediately following the separa-
tion of Burma from India and on the subject of the regulation of
immigration into Burma from India after separation. His
Majesty’s Government think it desirable that the results of these
agreements should be published forthwith.

2. For convenience the agreements have been drawn up by the
two Governments in the form of provisional drafts of the Orders
in Council to be made under Sections 160, 453 and 456 of the
Government of India Act, 1935. These provisional drafts are pub- -
lished for information. His Majesty’s Government will in due
course present draft Orders in Council for the consideration and
approval of both Houses of Parliament under the procedure
prescribed by Sections 309 and 475 of the Act.

3. The Immigration Agreement is self-explanatory, but it may
be convenient to summarise briefly the purport of the principal
articles of the Trade Agreement.

4. The effect of Articles 3 and 5 of the Trade Agreement is to
ensure, subject to a proviso in respect of certain goods and the
application of Article 10 in respect of duties corresponding to
excises, that Indian- goods shall enter Burma free of duty and
without restriction and vice versa, without qualification other than
that contained in Schedule I to the Agreement.

5. The effect of Article 6 is to provide that the tariff schedules
in operation at the date of the separation of Burma from India
shall remain effective in both countries in respect of goods imported
into either from other countries. Under the first proviso to this
Article duties upon goods imported from other countries may be
lowered by either party to the Agreement with the consent of the
other. Under the second proviso such consent is not required in
the case of the employment either by the Governor-General of
India or the Governor of Burma of the powers to reduce duties
enjoyed under the present Indian Tariff Act and Sea Customs Act,
but it is understood that the use.of those powers should be limited
as at present to the purposes of giving relief in the case of
individual importations or giving temporary relief for special
purposes to particular classes of commodities. Under- the third
proviso either country may on two months’ notice lower duties on
goods not produced in the other country, and under the fourth
proviso the second country may ‘then follow suit.

6. Article 12 provides that if India, after the expiry of the
present Indo-Japanese Cotton Agreement, which limits the
importation of Japanese cotton goods into India by a system of



quotas, again imposes a limit on the quantity of Japanese cotton
piece goods that may be imported into British India, Burma shall,
during the currency of the Trade Agreement with India, limit the
importation of such goods into Burma to a quantity not exceeding
that imported in 1934-5.

7. The purpose of Article 7 is perhaps not self-evident. Its
purpose is to secure that tea, cotton or lac produced in India and
shipped duty free to Burma under the provisions of Article 3 does
not escape the levy of cess on re-export from Burma, and vice-versa.

8. Kach Agreement is to remain in force for three years, and,
if not then terminated by due notice having been given by either
party to the Agreement embodied in the Order, will remain in
force subject to termination on twelve months’ notice (Article 17
of the draft Trade Order and Article 4 of the draft Immigration
Order).

9. The Trade Agreement (Article 21) contains provision for its
application to Indian States and the Immigration Agreement
(Article 6) contains similar provision in respect of the subjects of
Indian States.



v PROVISIONAL DRAFT INDIA AND BURMA TRADE -
‘REGULATION ORDER

‘WHEREAS by sectlons 160 and 453 of the Government of India
Act, 1935, His Majesty in Council is empowered, for the purpose
of preventlng undue disturbance of trade between India and Burma
in. the period immediately following the separation of India and
Burma and of safeguarding the economic interests of Burma during
that period to give such directions as he thinks fit with respect to
the duties which are, while the Order is in force, to be levied
on goods imported into or exported from India or Burma and with
respect to ancﬂlary and related matters;

.Axp: WHEREAS the Governor-General of Indla in Council and the
Governor of Burma in Council have come to an agreement.in the
matter ;

Now THEREFORE His Majesty is pleased by and with the advice
of his Privy Council to order and it is hereby ordered as follows :—

1. This Order may be cited as the India and Burma Trade Regu-
lation Order, 1935.

2. This Order shall come into force on the date with effect from
which Burma shall be separated from India (hereinafter referred
to as the date of separation).

3. Except as otherwise provided in this Order—

(1) no customs duties or cesses shall be leviable in British
India on goods imported from or exported to Burma by sea
other than those, if any, leviable at the date of separation ; and

(2) no customs duties or cesses shall be leviable in Burma on
goods imported from or exported to British India by sea other
than those, if any, leviable at the date of separation :

Provided that this Article shall’not apply to—

(a) opium, salt, salted fish, or spirit, or

(b) goods brought in bond, or

(c) goods brought from a place beyond the limits of British
India and Burma to a port in British India or in Burma and
without payment of duty, there transhipped for, or thence
carried to, and imported at, a port in the other country.

4. Except as otherwise provided in this Order—

(1) all goods imported from or exported to a customs port in
Burma to or from a customs port in British India shall be
deemed, for the purposes of the Sea Customs Act, 1878, to

~ be goods imported from or exported to another customs port
in British India, as the case may be; and

(2) all goods imported from or exported to a customs port in
British India to or from a customs port in Burma, shall be



deemed, for the purposes of the Sea. Customs;Act, 1878, to be
goods imported from or exported to another cust‘.oms port m
Burma, as the case may be.

5.—(1) No prohibitions or restrictions other than of the nature
specified in Schedule I to this Order shall be imposed on the
bringing of any goods into British India from Burma or the-
taking of any goods from British India to Burma.

(2) No prohibitions or restrictions other than of the nature speci-
fied in Schedule I to this Order shall be imposed on the bringing
of any goods into Burma from British India or the taking of any
goods from Burma to British India.

6. The customs duties and cesses levied at the date of separa-
tion on goods imported into India or Burma from other countries
or exported from India or Burma to other countries may be reduced
in either country with, but not without, the previous consent of
the Governor-General or Governor of the other country, as the case
may be :

Provided, first, that should either of these authorities seek the
consent of the other to a reduction of the customs duty leviable on
any class of goods, such consent shall not be unreasonably withheld :

Provided, secondly, that the. provisions of this Article shall not
apply to any reduction of duties made under Article 11:

Provided, thirdly, that in the case of -classes of goods Whlch
at the date of separation.are not.produced or manufactured in
Burma, the Governor-General of India, after giving two months’
notice of his intention to the Governor of Burma, may reduce the
customs duties levied on such goods when 1mported into British
India from other countries, and that in the case of classes of
goods which at the date of separatlon are not produced or manu-
factured in India, the Governor of Burma after giving two months’
notice of his intention to the Governor-General of India, pay
reduce the customs duties levied on such goods when unported into
Burma from other countries : - -

Provided, fourthly, that if under the last preceding proviso the
Governor-General ‘of India should reduce the customs duties levied
on any goods, the Governor of Burma may similarly reduce the
customs duties levied on such goods, and if the Governor of Burma
should reduce the customs duties levied on any goods the Governor-
General of India may similarly reduce the customs duties levied
on such goods.

7. For the purposes of section 3 of the Indian Tea Cess Act,
1903, section .8 of the Indian Cotton Cess Act, 1923, and section 3
of the Indian Lac Cess Act, 1930, tea, cotton or la,c‘produced in
Burma shall in India be deemed to have been produced in-India,
and tea; cotton or lac produced in India shall in Burma be deemed
to have been produced in Burma.
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8.—(1) Bhould at any time the cess leviable under any of the
Acts referred ‘to in Article 7 on any goods when exported from
British India be higher than the cess leviable on such goods when
exported from Burma, the Governor-General of India may levy
on such goods when exported from British India into Burma a cess
equal to the difference between the cesses leviable in British India
and Burma.

- (2) Should at any time the cess leviable on any goods when
exported from Burma, such goods being goods on which a cess is
leviable under any of the Acts referred to in Article 7 when
exported from British India, be higher than the cess so leviable
in British India, the Governor of Burma may levy on such goods
when exported from Burma into British India a cess equal to the
difference between the cesses leviable in Burma and British India.

9.—(1) Should at any time the customs duty leviable on any
foreign goods when imported into British India be higher than the
customs duty leviable on such foreign goods when-imported into
Burma, the Governor-General of India may levy on such foreign
goods when imported into British India from Burma a customs
duty equal fo the difference between the duties leviable in British
India and Burma.

(2) Should at any time the customs duty leviable on any foreign
goods when imported into Burma be higher than the customs
duty leviable on such foreign goods when imported into British
India, the Governor of Burma may levy on such foreign goods when
imported into Burma from British India a customs duty equal to
the difference between the duties leviable in Burma and British
India.

10.—(1) Should an excise duty be leviable in British India at the
date of separation on any goods, the Governor-General of India may
levy a countervailing duty on such goods, the produce or manu-
facture of Burma when imported into British India ; and should an
excise duty be leviable in Burma at the date of separation on
any goods, the Governor of Burma may levy a countervailing duty
on such goods, the produce or manufacture of British India when
imported into Burma : .

Provided that in the case of steel .ingots and articles manu-
factured therefrom the countervailing duty, if any, shall be at a
rate not exceeding the appropriate rate of refund prescribed in
section 7 of the Iron and Steel Duties Act, 1934.

(2) Should at any time the excise duty leviable in British India
on any goods be increased, reduced or abolished, the counter-
vailing duty leviable on such goods, the produce or manufacture of
Burma when imported into British India, shall be correspondingly
increased, reduced or abolished :

Provided that the advantage enjoyed by Burma in British India
at the date of separation in respect of such goods, other than the
commodities and articles mentioned in Item 40 of the Provincial
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Legislative List in the Seventh Schedule to the Government of
India Act, 1935, as against imports from other countries is not
reduced.

(3) Should at any time the excise duty leviable in Burma on any
goods be increased, reduced or abolished, the countervailing duty
leviable on such goods the produce or manufacture of British India
when imported into Burma, shall be correspondingly increased,
reduced or abolished :

Provided that the advantage enjoyed by British India in Burma,
at the date of separation in respect of such goods, other than the
commodities and articles mentioned in Jtem 40 of the Provincial
Legislative List in the Seventh Schedule to the Government of
India Act, 1935, as against imports from other countries is not
reduced. -

(4) Should at any time a new excise duty be imposed in British
India on any goods produced or manufactured therein, the
Governor-General of India may levy & countervailing duty on such
goods, the produce or manufacture of Burma when imported
into. British India :

" Provided that the advantage enjoyed by Burma in British India
at the date of separation in respect of such goods, other than
the commodities and articles mentioned in Item 40 of the Provineial
Legislative List in the Seventh Schedule to the Government of
India Act, 1935, as against imports from other countries is not
reduced. ‘

(5) Should at any time a new excise ‘duty be imposed: in Burma
on any goods produced or manufactured:therein, the Governor of
Burma may levy a countervailing duty on such goods, the produce
or manufacture of British India when imported into Burma :

Provided that the advantage enjoyed by British India in Burma
at the date of separation in respect of such goods, other than the
commodities and articles mentioned in Item 40 of the Provincial
Legislative List in the Seventh. Schedule o the Government of
India Act, 1935, as against imports from other countries is not
reduced.

11. Nothing contained in this Order shall be construed as restrict-
ing in any way the exercise by the Governor-General of India, or
the Governor of Burma of any of the powers conferred by section 23
of the Sea Customs Act, 1878, or by the Indian Tariff Act, 1934 :

Provided that in the exercise of any of these powers each of
these authorities shall have due regard to the interests of the other
country and to the principles underlying the provisions of this
Order and shall before exercising any of these powers ordinarily.
consult the other authority.

12. Should the Governor-General of India after 31st March 1937
impose a limit on the quantity of Japanese cotton piece-goods that
may be imported into British India, the Governor of Burma shall
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also-impose & limit on the quantity of such goods: that may be
imported into Burma. . The Mmaximum quantity so permitted to
be imported into Burma in any year shall not exceed the total
quantlty of Japanese cotton piece-goods imported into and retained
in Burma during the financial year 1934-35, goods imported into
Burma and subsequently re-exported not being taken into account.
The Governor of Burma may from time to time divide into cate-
gories the quantity so limited and may provide for transfers between
categories.

13. Ndtwithstanding anything contained in thls Order, the
Governor-General of India may prescribe the duties to be
levied on goods imported from or exported to foreign countries
across the land-frontiers of India, and the Governor of Burma
may prescribe the duties to be levied on goods imported. from or
exported to foreign countries across the land frontiers of Burma :

Provided that in prescribing such duties and in the administra-
tion of the land customs each of these authorities shall have due
regard to the principles underlying the provisions ef this Order
and shall, so far as local conditions permit, safeguard the interests
of the other country, if the import of any class of foreign goods
across the land frontier otherwise than on payment of the duties
leviable on similar goods imported by sea affects or is likely to affect
seriously the advantages enjoyed by the other country under the
provisions of this Order.

14. The Governor of Burma,-may impose on rice exported to
India a duty not exceeding, that imposed on rice exported to other
countries.

15. _The provisions of the Sea Customs Act, 1878, and of any
rules made thereunder relating to coasting vessels and to goods
imported or exported in such vessels shall continue to be applied
to vessels plying between ports in India and ports in Burma.

16. Ships employed in trading between ports in India and ports
in Burma shall both in India and Burma be deemed to be ‘‘ home
trade ships ’’ and ‘‘ coasting ships '’ for the purposes of the Indian
Merchant Shipping Act, 1923, and ships which prior to the date
of separation were entitled to exemption under section 218 of the
said Act from the provisions of that Act relating to load lines shall
continue to be so entitled.

17. This Order shall remain in force for three years from the date
of separation :

Provided that in case neither the Governor-General of India
nor the Governor of Burma shall have given notice to the other
twelve months before the expiry of this period of his intention to
terminate the operation of this Order, the Order shall continue
in force until the expiry of twelve months from the date on thch'
such notice shall have been given.
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18. In the event of any dispute between the Governor-General

of India and the Governor of Burma as to the interpretation or

" application of any of the provisions of this Order, the matter shall -

be referred to one of His Majesty’s Principal Secretaries of State.
whose decision shall be final.

19. For the purposes of this Order the expression ‘‘ foreign
goods *’ means goods which are the produce of manufacture of any
country other than British India or Burma.

20. For the purposes of this Order, goods shall be deeméd to be
the produce or manufacture of-British India or of Burma which
satisfy the following conditions : —

(1) where the goods are unmanufactured, that they have
been grown or. produced in .British. India or in Burma, as
the case may be; :

(2) where the goods are manufactared—

(i) that they have been wholly manufactured in British
India or in Burma, as the case may be, from material
wholly produced in that country; or ‘

(ii)- that they have been wholly manufactured in British
India or in Burma, as the case may be, from unmanu-
factured material ; or

(iii) that they have been partially manufactured in
British India or in Burma, as the case may be, and that
the final process of manufacture has been performed’ in
that country and that the expenditure on material pro-
duced and: labour performed in' that country in the manu-
facture of that article is not less in the case of an article
specified in Schedule IT to this Order than one-half and
in the case of other articles than one-quarter of the factory
or works cost of the article in its finished state.

Ezplanation.—For the purposes of condition (2) (i) the final
process of manufacture shall not be deemed to have been performed
in either country in which no process other than a process of
mixing, bottling, labelling, packing into retail containers or the like
has been performed, but where such process as aforesaid has been
performed in the country in which the final process of manu-
facture has also been performed, nothing herein shall render the
cost of such process ineligible for inclusion in the computation
of the fraction of the factory or works cost of the article in its
finished state which represents the expenditure on material pro-
duced and labour performed in that country.

© 921, If and so long as any Indian State, having declared its
adherence to the terms of this order and of the India and Burma
Immigration Order, 1935, continues to adhere thereto, the
- provisions of this order shall apply in respect of such State as they
apply in respect of British India, but with the substitution for
references in this Order to the Governor-General of India or the
Governor-General, of references to the Ruler of such State.
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SCHEDULE I.

1. Prohibitions or restrictions relating to public security.
2. Prohibitions or restrictions imposed on moral or humanitarian grounds.

3. Prohibitions or restrictions regarding traffic in arms, ammunition and
implements of war, or, in exceptional circumstances, all other military supplies.

4. Prohibitions or restrictions imposed for the protection of public health
or for the protection of animals or plants against disease, insects and harmful
parasites. - :

5. Export prohibitions or restrictions issued for the protection of national
treasures of artistic, historic or archmological value.

6. Prohibitions or restrictions designed to extend to foreign products the
régime established within the country in respect of the production of, trade
in, and transport and consumption of, native products of the same kind.

SCHEDULE II.

. 1, Machinery and component parts thereof, meaning machines or parts of
machines to be worked by manual or agimal labour and any machines (except
such as are designed to be used exclusively in industrial. processes) which
require for their operation less than one quarter of one brake-horse-power.

2. Carriages -and carts which are not mechanically propelled and cycles
(other than motor cycles) imported entire or in sections, and parts and
accessories thereof ; excluding rubber tyres and tubes.

3. Motor cars including taxicabs and articles (other than rubber tyres and
tubes) adapted for use exclusively as parts and accessories thereof.

4, Motor omnibuses; chassis of motor omnibuses, motor vans and motor
lorries; and parts of mechanically propelled vehicles and accessories excluding
rubber tyres and tubes.



11

PROVISIONAL DRAFT INDIA AND BURMA
IMMIGRATION ORDER. '

WHEREAS by section 456 of the Government of India Act, 1935,
His Majesty is empowered by Order in Council to direét that during
such period as may be specified in the Order immigration into
Burma from India shall be subject to such restrictions as may be
specified in the Order (being such restrictions as may have been
mutually agreed before the commencement of Part XIV of the said
Act between the Governor-General of India in Council and the
Governor of Burma in Council and approved by the Secretary of
State) and no other restrictions;

AND WHEREAS it is expedient that in the period immediately
following the separation of Burma from India the mutual
advantages which the two countries have derived from their close
economic association should be continued;

AnND wHEREAS for this reason it is expedient that the entry of
Indians into Burma and of Burmans into India should not be
subject, immediately after the date of separation, to any restric-
tions other than restrictions of general application necessary in the
interests of public health and public safety or restrictions necessary
for the exclusion of undesirable individuals;

AND WHEREAS the Governor-General of India in Council and the
Governor of Burma in Council have come to an agreement in the
matter ; ‘ v

Axp WHEREAS the restrictions so agreed upon have been approved
by the Secretary of State;

Now, TeEREFORE, His Majesty is pleased by and with the advice
of His Privy Council to order and it is hereby ordered as follows :—

Article 1,—This Order may be cited as the India and Burma
Immigration Order, 1935.

Article 2.—This Order shall come into force on the date with
effect from which Burma is separated from India (hereinafter
referred to as the date of separation). -

Article 3.—There shall be no restrictions on the entry of Indians
into Burma or of Burmans into India other than those in force on
the date of separation ; .

Provided that nothing herein contained shall limit the authority
of the Governor-General of India or the Governor of Burma to
exclude undesirable individuals or to impose regulations of general
application in the interests of public health or public safety ;

Provided further that nothing herein contained shall limit the
authority of the Governor-General of India to take any action that
he may consider necessary in the discharge of the special responsi-
bility Iaid upon him by the Government of India Act, 1935, for the
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prevention of any grave menace to the peace or tranquillity of India
or any part thereof or the authority of the Governor. of Burma in
the discharge of his corresponding responsibility in respect of Burma
or any part thereof.

Article 4.—This Order shall remain in force for three years‘
commencing on the date of separation;

Provided that in case neither the Governor-General- of India nor
the Governor of Burma shall have given notice to the other 12
months before the expiry of this period of his intention to terminate
the operation of this Order, the Order shall continue in force for
12 months from the date on which such notice shall have been
given.

Article 5.—In this Order “ Indian’’ means a British subject
domiciled in India and ‘‘ Burman '’ means a British subject
domiciled in Burma.

Article 6.—If and so long as any Indian State, having declared
its adherence to the terms of this Order and of the India and Burma
Trade Regulation Order, 1935, continues to adhere thereto, the
provisions of this Order shall apply in respect of the subjects of
such State as they apply in respect of Indians, but with substitution
for references in this Order to India and to the Governor-General

~of India of references to such State and to the Ruler thereof
respectively.

{30320—36) Wt.1270—1285 1000 8/35 P.Bt, @.373.
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THE GOVERNMENT OF INDIA BILL

" EXPLANATORY MEMORANDUM

The great length of the Bill is to a large extent apparent rather
than real. The Bill has to provide for three separate entities—

(@) the Indian Federation;
(b) the Indian Provinces which, with the States, will com-
pose the Federation; and

(c) Burma.
The clauses relating to the Federal Executive and Legislature—
11 .and 27 respectively in number—are repeated in identical form,
and to a large extent with identical matter, in relation to the
Indian Provincial Executives and Legislatures, and again in re-
lation to the Executive and Iegislature of Burma. Further, the
Bill, having set out the provisions for the Legislative Powers,
Administrative. Relations, Finance, Railways, the Judicature, the
Civil Services, the Secretary of State and his Department and the
matters included in Part XII described as *° Miscellaneous and
General ”’, in their application to the Indian Constitution, neces-
sarily repeats almost the whole of this matter with some modifica-
tions for Burma. The result is that, of the matter contained
in the 150 clauses relating to Burma, there is nothing except the
few provisions special to Burma which is not to be found in
substance in other connexions in the earlier clauses of the Bill.

2. There are two reasons which have ruled out any attempt
to avoid this duplication—in some cases triplication—of matter.
First, it must be remembered that the provisions relating to Burma
—that is to say the ‘whole of Part XIV of the Bill—comprising
as théy do the future constitution for Burma, must be complete
and self-contained, since it would obviously be inappropriate that
the constitution for the separate country of Burma should have
to be sought for all time among provisions relating to the govern-
ment of India. Secondly, so far as the Central and Provincial Con-
stitutions of India are concerned, although, as already explained,
there are some 40 clauses which appear twice, to a large extent
in common form, first in relation to the Federation and secondly
in relation to the Provinces, there are none the less important
differences of detail between these clauses in their relation to the
Federation and the Provinces respectively, and any attempt to set
out the Provincial Constitutions by a system of reference to the
Federal Constitution, or vice versa, would have inevitably resulted
in & most complex and confusing presentation.



3

© 8. The result of the arrangement adopted in the Bill is, how-
ever, that, although it contains 450 clauses, if due account is
taken of the repetitions just described, it could be accurately
described as a Bill of about half the length. ‘ '

4. There is no need to explain in any detail the general purpose
of the Bill, nor the nature of the Constitutions which it is designed
to provide for India and Burma respectively : these matters have
been set out at length and in detail in the Report of the Joini
Select. Committee, of which the Bill is the expression - in
legislative form. The Bill follows the Committee’s Report . with
one or two exceptions (such as that it provides that the Federal
Court should entertain appeals relating only to the interpretation
of the Constitution Act and not to the interpretation of Acts passed
by the Federal Legislature in the exercise of its-exclusive legis-
lative jurisdiction), and with certain additional details that were
not dealt with by the Committee.

5. But, although detailed exposition of the contents of the Bill
is for the reason just given unnecessary, there are one or two points
which it is desirable to explain in order that its construction may
be more readily understood. The present Government -of India
Act, after formally vesting in the Crown the government of India
and assuming for the King all the powers which, up to 1858, had
been vested in the East India Company, proceeded to place in the
hands of a corporate body known as ‘‘ the Secretary of State in'
Council of India >’ complete control over *‘ all acts, operations and
concerns which relate to the government or revénues of India *".
Further, the present Act commits the ** civil and military govern-'
ment of India *’ to the Governor-General in Council, and the
government of each Province to a Governor acting with an Executive
Council and Ministers, but at the same time places the Provincial
Governments in subordination to the Governor-General in-Council, -
and the latter to the Secretary of State in Council, the Act merely
enabling the Secretary of State in Council so far as ** transferred **
subjects in the Provinces gre concerned by statutory rules to relax
or remove his hitherto all-embracing powers -of superintendence
and control. '

6. The purpose of the present Bill is to resume into the hands
of the King all powers hitherto exercisable in, or in relation to,
India by any authority (clause 2), and thereafter to distribute
to the varions authorities set up by this Bill the exercive of the
whole of these powers so far. as they are distributed by the Act,
and to leave His Majesty free to delegate such of those as are outside
the strict ambit of the Act as he may think fit to the Governor-
General or the Governors to be exercised on his behalf. - The
consequence of this Bill will, therefore, be that the ‘Federal
Executive and each Provincial Executive will, by direct delega-
tion from the Crown, exercise independently on behalf of the -
King the powers respectively vested in them by this Bill, subject °

|
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to superintendence by the Secretary of State over the Governor-
General and Gevernors in certain directions referred to below.

7. The entry of the States into the Federation is dealt with
in clause 6 and other provisions of the Bill of which the effect is
that, while the States which accede to the Federation will accept the
whole Act, the extent of the powers exercisable in relation to any
Federated State by the Federal Executive and Legislature will be
governed by the Ruler’s Instrument of Accession which will specify
the matters in the Legislative Lists which he accepts as Federal
matters in and in relation to his State. It is proposed that, imme-
diately after the Bill has been passed, the Crown should enter into
negotiation with the States individually for the conclusion of their
accession- to the Federation. The extent to which each Ruler is
proposing to accede will be brought to the knowledge of Parliament
- before Farliament, by affirmative Resolutions of both Houses, invite
His Majesty to issue the Proclamation inaugurating the Federation.

_ 8. The legislative powers conferred upon the Federation and the
Provinces respectively are statutorily defined by Part V of the:
Bill, read with the connected Seventh Schedule. The distribution
of financial resources is effected in part through the legislative
powers and in part through the provisions of Part VII.

9. Executive authority will be exercised in the Federation by the
Governor-General, and in the Provinces by the Governor: but:
the Governor-General and each Governor will have to aid and
advise him in the exercise of this authority a Council of Ministers.
In this connexion it is important that the meaning and effect of
two technical terms used throughout the Bill should be clearly
understood. The duty of Ministers is described in the Bill as being -
that of aiding and advising the Governor-General (or the Governor)
‘“ in the exercise of his functions, except in so far as he is by or
under this ‘Act required to exercise his functions or any of them
in his discretion ’. Other provisions of the Bill require the
Governor-General to exercise in his discretion his functions with
regard to the three Departments which it is proposed to reserve
for his own control (the Departments of External Affairs, Defence
and Ecclesiastical Affairs), and various other specific powers con-
ferred upon the Governor-General and upon the Governors by the
Bill are described as being powers the exercise of which is in their
discretion.

-10. The result is that in regard to any power or function so
described Ministers have no-constitutional right to tender advice,
but in regard to every matter not described as being exercisable
by the Governor-General (or Governor) in his discretion the right
to advise, i.e., to initiate proposals, rests with Ministers. The
second technical term used in this connexion throughout the Bill
is the phrase ‘‘ exercise his individual judgnient *’. This phrase,
which 1s applicable to matters within the purview of Ministers,
means that the Governor-General (or Governor) after considering

-
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the advice of Ministers is free to direct such action as he thinks fit,
that is to say, not necessarily to accept the advice tendered to him.
This course is open to the Governor-General (or Governor)—

(a) whenever any of the special responsibilities enumerated
in clause 12 (and 52) of the Bill is, in his opinion,
involved, and , .

(b) whenever any of the powers conferred upon him by the
Act specifically require him in their exercise to exercise
his individual judgment. _

Whenever the Governor-General or a Governor is ** acting in- his
discretion *’ or ‘‘ exercising his individual judgment *’ he is subject
to the superintendence of the Secretary of State (clauses 14-and 54).
Full directions will be given to the Governor-General and Governors
by an Instrument of Instructions to be issued with the approval
of Parliament by the Crown. This document, though it eannot
of course confer powers which are not to be found in the Act, will
regulate the use of the powers conferred by the Act, and though the
Instrument will cover many other matters, the directions on the
points just described as to their relations with Ministers will be
of fundamental importance.- Amongst the more important of the
other matters with which it is contemplated that the Instrument
of Instructions should deal are consultation between the Governor-
General’s Counsellors and his Ministers in the day to day working
of the Federal Executive, and an explanation of the line which it
is intended that the Governor-General and Governors should follow
in the interpretation and application of their special responsibilities ;
the Instrument will also indicate the nature of the rights of Indian
States which require protection, and the line to be followed by the .
Governor-General in giving his previous sanction to certain kinds
of legislation (an important instance of this category is certain .
financial legislation and, in particular, legislation affecting a federal
surcharge on income tax (clause 138)). It is intended. that a pro-
visional draft of the Instructions contemplated by the Government
shall be available for the information of both Houses of Parliament
before the Bill comes under detailed discussion in Committee.

11. As to the coming into operation of the various parts of the
Bill, the intention is that, with the exception of Part IT relating
to the Federation, the rest of the Bill will come into force on
such date as the Xing in Council may fix, and that Part II of the
Bill shall be brought into force by Proclamation on such date
after the coming into force of the remainder of the Bill as Parlia-
ment may, by the Resolutions referred to in paragraph 7 above,.
request. During the period while the Bill, other than the pro-.
visions of Part II, is in operation, the transitional provisions con-
tained in Part XIII, read with the Ninth Schedule, will regulate
the powers of the existing Central Government. The effect of
the provisions in Part XIII is to keep in operation, with some
necessary modifications, such as the transfer of the conduct of
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relations with the States to the authority specified in clause 3 (2),
the provisions of the present Act relating to the Central Executive
and Legislature, and to make such modifications as are necessary
in the powers exercisable by that authority under such Parts
of the Bill as are in operation. Their effect is also, while
bringing to an end the Council of India as at present con-
stituted, to leave in the hands of the Secretary of State and of
the Advisers, who, under this Bill are to take the place of the
members of the Council of India, the same measure of control over
the financial operations of the Central Government, during the
period intervening between the commencement of ‘‘ provincial
autonomy ' and the establishment of the Federation, as is at
present exercised by the Secretary of State in Council.

12. The Bill necessarily contains provisions (clauses 156 and 426)
giving power to regulate the frade relations between India and Burma
during the period immediately following separation, with the object
of minimiging the disturbance of the economic conditions in Burma
which might otherwise result. In their present form these clauses
must be regarded as provisiondl since discussions on the matter
are still in progress, and it is impossible until they are concluded
to be certain that provisions on the lines at present in the Bill are
sufficiently precise. But, whatever form the powers granted to
His Majesty in Council by the Bill may ultimately assume, it is
not intended that they should be so exercised as to prejudice the
fiscal autonomy which India has enjoyed in the past.

18. The franchise proposed for the provincial legislature is that
embodied in the White Paper, as modified by the Joint Select
Committee. It will be observed that the details of this find at
present no place in the Schedules to the Bill, which has been drawn
on the assumption that these matters in view of their technical
character will, like many other matters of detail, be prescribed
by Orders in Council to be made, subsequently to the passage of
the Bill, with the approval of both Houses of Parliament. If,
however, it should be found that Parliament would prefer that
the provisiong for franchise for the territorial Constituencies should
be included in Schedules to the Bill, it should be possible to move
the addition of another Schedule or Schedules for this purpose.

14. As for the expenditure necessitated by the Bill, so far as
there i8s any charge on British Revenues, the financial memorandum’
attached %o the Bill explains the position. So far as Indian
Revenues are concerned, whilst it is impossible o estimate in
advance and with precision the exact figures, the general effect
may be gauged by the estimate laid before the Joint Select Com-
mittee and discussed in paragraphs 267-278 inclusive of their Report.

(27551--36) ‘Wi, 3157—1244 5000 1/36 P.St. Q.33
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‘the Governor-General shall not transmit to His Majesty any such
request until there has been presented to him by each Chamber of
the Federal Legislature, for submission to His Majesty, an address
praying-that His Majesty may be pleased to admit the State into the
‘Federation.

(8) In this Act a State which has acceded to the Federation is
referred to as a Federated State, and the Instrument by virtue of
which a State has so acceded, construed together with any supple-
mentary Instrument executed under this section, is referred to as the
Instrument of Aacession of that State.

(9) As soon as may be after any Instrument of Accession or
supplementary Instrument has been accepted by His Majesty under
this section, copies thereof shall be laid before Parliament, and all
Courts shall take judicial notice of every such Instrument.

The changes brought about by this redraft of the clause do
not affect the principles of the Joint Select Committee’s Report
or the intentions of the clause in the Bill as it stands. 'The
differences of form may be summarised as follows :—

(@) A Rauler is required by his Instrument of Accession to
declare that he “accedes to the Federation established
under this Act’’ instead of declaring that he “accepts
this Act as applicable to his State and his subjects.”

(b) The. revised clause makes plain on the face of the Bill-—
what was always the intention—that a Ruler, in accepting
a subject in any of the Lists as a Federal Subject may
attach limitations to the power to be exercised in
respect of that subject by the Federal Legislature in
relation to his State and also to the executive power of
the Federation which, itself arises from the entries in
the Lists. This does not, however, involve power tuv
qualify the provisions of the Act itself apart from the
Lists.

(¢) On the other hand, the clause also makes it clear on the
face of the Bill—what was always intended—that the
Crown has full discretion to reject any proposals for an
Instrument of Accession by an individual State and,
in particular, if it appears that ‘“the terms thereof are
inconsistent with the scheme of Federation embodied
in this Act”; it is at the same time, however, made
clear that an Instrument of Accession once accepted is
to be conclusive as to the extent of Federal authority,

‘ both legislative and executive, in relation to the State.

(d) The redraft of subsection (5) is intended chiefly to remove
difficulties raised in Committee as to the effect of the
words ‘““shall not be construed as  extending to a
Federated State without the concurrence of the Ruler.”

The redraft of the clause maintains the principles indicated in
the White Paper (pp. 31-5) under the heading * clause 6.”

Clause 8.-—~The second, third and fourth amendments to this
- clause affect the States. The substitution of the words ‘‘save as
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expressly provided in this Act” for “by virtue of this section ”
follows on paragraph (iv) under clause 8, on page.36 of the White
Paper. ) '
'i)‘he third amendment on page 6, line 25, is consequential on
the revised form of clause 6 (2). ) .
The fourth amendment gives effect to the undertaking given at
the end -of paragraph (ii) under clause 8, on pages 35-6 of the
White Paper.
Clause 12 (and clause 52).—The substitution in these clauses of
“ the protection of the rights of any Indian State and the rights
and dignity of the Ruler thereof " for “ the protection of the rights
of any Indian State” as the definition of the Governor-General’s
and Governors’ special responsibilify - in relation to the States
is intended to provide the means of securing for the Rulers
recognition of the personal status which has always been accorded
to them in British India. ‘ .
Clause 16.—The Bill as’ it stands secures for the Federal
Advoeate-General a statutory right of audience ““in all Courts in
British India and in any Federated State.” The second amend-
ment confines this right, so far as State Courts are concerned, to
- cases which involve Federal interests. ‘

. Clause 38 (and.clause 84).—The power of the Governor to make
rules prohibiting the discussion of, or the asking of questions on
any matter connected with an .Indian State subject to certain
exceptions stated in the clause (84), was amended in Committee
to include any matter connected not merely with the State, but
with the Ruler thereof. It was, in ‘any case, of course, intended
to make on Report Stage a similar amendment to clause 38. The
amendments now proposed, however, extend the scope of this
to members of the ruling family in the State.

Clause 40 (and clause 86).—The prohibition of discussion in
the Legislature of the conduct of Judges of the Federal Court and
High Courts is extended by the amendments on these clauses to
(éov,er Judges of a Court recognised as a High Court in a Federated

tate. :

Clause 45.—The proviso and. new subsection to be added to
this clause have two purposes :— . ‘

(a) Thé proviso meets the point raised in Committee that the
carrying on of the government by a Proclamation under
this clause in the case of a constitutional breakdown
should not be permissible, as it was under the Bill as’
it stands, for an indefinite period. The proviso now
secures that the approval of Parliament to the con-
tinuation of a Proclamation under this clause for more
than six months shall be required at six-monthly
intervals and not merely once and for all; and further,
that in no case shall a Proclamation under this clause
continue in operation for more than three years,
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'(b) The new sub-clause secures that, on the expiry of three years,
if the government of the Federation cannot be carried on
under the Act as it stands and amendment of the Act is,
therefore, required, any such amendments shall, so far as
the States are concerned, be subject to the provisions of
'sub-clause (5) of clause 6 as amended and Schedule II.
In this respect the new sub-clause (4) gives effect to the
intentions of the Government as expressed in answer to
the States’ objections to this clause under “clause 45
(page 47 of the White Paper).

Clause 101.—The first two amendments to this clause are merely
drafting: the third is consequential on the revised form of
clause 6.

Clause 106.~—Here again the amendments are merely drafting in
the sense that they make explicit in relation to the States what
was always the intention of the clause.

Clause 116.—The first amendment to this clause is consequential
‘on an amendment made in Committee, whereby the words
‘ payable out of the revenues of the Federation or of a Province ”
were substituted for the phrase * payable out of public moneys’’
in sub-clause (1), lines 32-3, in order to make it clear that this
clause does not apply directly to the States, The amendment
removes the same phrase from the proviso. ’

As regards the second, third and fourth amendments, sub-
clause (2) of this clause as drafted enables an Indian Legislature
to attach certain specified conditions to eligibility for a subsidy
in the circamstances stated in the sub-clause. These conditions—
as to the place of incorporation of a company and as to the race
of the directors or of the persons for whom training facilities will
be given—are at present confined to British India and British
Indians. The amendments will enable these conditions to be
applied to Federated States and their subjects.

Clause 122.—These amendments are designed, without making
any change in the clause, to meet the States’ point that it is
beyond the scope of this Bill to require them to secure respect for
their own laws. Sub-clause (1) as amended would read :(—

“ The executive authority of every Province and Federated
State shall be so exercised as to secure respect for the laws of
the Federal Legislature which apply in that Province or
State.”

Clause 124, —Sub-clause (3) of this clause enables the Federal
Legislature in passing a Federal Act to “confer powers and
impose duties upon the State or officers and authorities thereof,”
the provisions in this respect being parallel to that relating to the
Provinces in sub-clause (1). The amendment requires that the
officers and authorities.empowered in a State are “to be persons
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- designated by the Ruler.” This is the more necessary in that the
nomenclature of State officials is not uniform throughout India,
as it is for the most part in the case of the Provinces. The point
was dealt with in the White Paper, page 38, under * clause 123.”

Clause 125.—The amendment imports the same provision as is
included in clause 6 (9) as amended, dispensing with formal proof
of an agreement under this section when produced before a Couirt,
owing to the close connection which will be established between
agreements under clause 125 and the Rulers’ Instruments of
Accession.

Clause 128,—The first amendment is consequential on the new
sub-clause (2) to be inserted in clause 8. The words “so far as it
is exercisable in the State ” were inserted in Committee at the end
of sub-clause (1), and this further addition is therefore in further
amplification of the undertaking given in the White Paper,
clause 127, page 38.

The second amendment provides that the Ruler may make
representations to the Governor-General before any directions.
under the clause are received. The third amendment is intended
to enable a State to obtain a ruling from the Federal Court if any
question arises under this clause as to whether the Federal
Government can, in fact, legally claim executive authority in the
matter in relation to which the Governor-General proposes to
‘issue directions to the State under the clause.

These two amendments may therefore be regarded as being in
further amplification of the observations made in the second
_ paragraph under clause 127 on page 39 of the White Paper.

Clause 138 (second and third amendments).—These two amend-
ments are related to the point dealt with in the White Paper on
page 39 under “clause 136"’ (now clause 138)., For the reasons
given in the White Paper it is. not proposed to fix in the Bill the
percentage of taxes on income to be permanently assigned to the
I'ederation as the States suggested. This percentage would of
course have been fixed before the States accede to the Federation.
The first of these two proposed amendments would, however, have
the effect of preventing any subsequent Order in Council from
diminishing the percentage originally assigned to the Federation
by Order in Council and thereby perhaps increasing the chances
of an imposition of a Federal surcharge on taxes on income, to
which the States would have to contribute.

The second of these two amendments is connected with a similar,
though somewhat less important, point, and prevents the two
periods to be fixed by Order in Council which govern the handing
over of the Provincial share of taxes on income from being reduced
once these periods have been prescribed by Order in Council.

Clause 138 (fourth amendment).—This provides that if the
Governor-General is considering the postponement of-the process
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of handing over the Provincial share of taxes on income he
should be required to consult not merely Federal and Provincial
interests but also ‘State interests before he reaches his decision.
Any decision on this point might have reactions on the States.

~* Clause 139.—This amendment completes the machinery required -
for the assessment of a contribution by a State which elects to pay
the equivalent of Corporation Tax divect to the IFederation.

Clause 141.—This amendment concerns a point dealt with in the
White Paper on page 40, paragraph (i1). On {urther examination
there has proved to be no objection to transferring to the Act (as
is proposed by this amendment) the conditions which were to be
inserted in the Governor-General’s Instrument of [nstructions
(paragraph XXIIT of the draft) which the Governor-General has to
satisfy himself have been fulfilled before a Bill imposing a Federal
surcharge is introduced.

- Clause 148 (third, fourth, fifth, sixth and seventh .amend-

ments).—These are drafting amendments which do not alter the
general effect of the clause, hut more correctly describe some of
the items mentioned in (a) to (e) of subsection (6).

Clause 148 (eighth amendment).—This 1s in effect a drafting
amendment the object of which is to make it possible for the
Instrument of Accession to contain a complete credit and debit
account of the contributions, immunities, &c., which will be
relevant in the case of any guen State for the purpose of its
accession.

Clause 150 (first and second amendments).—The first two
amendments are inserted to prevent any possibility of the clause
being interpreted in such a way as to allow the Federation when
making a distribugion of taxes to which clause 150 applies to take
into account arrears of immunities, &c. It was, of course, only
intended that the immnunities should be taken into account as from
the date from which a distribution takes place.

* Clause 150 (third amendment).—This amendment limits the
possible set-off against a di- ibution of a tax to immunities, &ec.,
enjoyed in relation to the . sject-matter of that tax and prevents
a set-off against immunities of a different kind.

Clause 186.—The amendments on this clause all operate on
sub-clause (2) and are intended to secure that the provisions of
that sub-clause relating to reimbursement by the Federation of
the cost of a particular branch of the Railway Police, shall be
applicable in ‘appropriate circumstances to Federated States as
well as to the Provinces.

Clause 192.—This is a drafting amendment intended to make
clearer the intended SCOpe of the w01ds in the Bill  discriminates
unfairly against the State
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* Clause 202.—The two amendments to this clause are designed
to express more accurately the scope of the original jurisdiction
of the Federal Court, as regards all units in relation to the first
amendment, and as regards disputes to which a State is a party
in relation to the second amendment. The form of the second
amendment is to some extent consequential on the revised form of
clause 6.

Clause 205.—This amendment, amplifying the description of
the scope of the appellate jurisdiction of the Federal Court, is
consequential on the second amendment to clause 202.

Clause 208.—Paragraph (a) of the new sub-clause is conse-
quential on the proposed amendment to clause 207. - Paragraph (b)
" is intended to limit, in relation to the States, the powers of the.
Federal Court under this clause in matters arising out of its
Federal jurisdiction proper, that is to say, to exclude from the
scope of this clause, so far as the States are concerned, the enforce-
ment of any orders in relation to the *“ Supreme Court’ appellate
powers which may be conferred on the Court by Indian legislation
under clause 204. This extended jurisdiction, if and wben it is
conferred, will of course have no application to the States.

Clause 282.—The amendment to this clause, which was inserted
in the Bill in Committee, merely amplifies and makes clear what
was the intention of the clause when it was introduced.

Clause 288.—It was never intended that any action under this
section should make an existing Indian law apply to a Federated
State ; that will be the function of the Federal Legislature. The-
amendment makes this clear on the face of the Bill.

Clause 289.—The two subsections to be added to this clause
are intended to preserve the existing position in relation to the
trial of British subjects and the subjects of foreign Powers for
offences committed in a State.

B.—AMENDMENTS INTENDED TO GIVE Erreor To, UNDERTAKINGS
GIVEN IN COMMITTEE.

Clause 16 (and clause 55), requiring the Advocate-General
(federal and provincial) to possess the qualifications of a High
Court Judge. , o

Clause 17 (and clause 59).—Drafting amendments to clarify
the intention of the final words of sub-clause (2) of these clauses.

Clause 26, first amendment (and clause 69, first amendment).—To
extend the sentence for criminal conviction which disqualifies for
candidature for a Legislature from one year to two years.

Clause 28 (and clause 71).—To lessen the restriction imposed by
this clause on the powers of the Legislatures in connection with
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privilege, by enabling them to make refusal to attend or give
evidence before a Committee of the Legislature a criminal offence
punishable in the ordinary course by the Courts, subject to a
safequard in relation to evidence by officials, the disclosure of
which would be contrary to the public interest.

Clause 44 (and clause 90).—To provide an alternative procedure
for the enactment of Governor-General’s and Governors’ Acts,
namely, with or without reference to the Legislature, as
circumstances may dictate. '

Clause 60.—In order to make provision for an Upper Chamber
in Assam.

Clause 83.—To ahsolve the Governor from the necessity of
obtaining the Governor-General’s concurrence in the promulgation
of an Ordinance by the Governor if circumstances make this
impracticable. :

Clause 91.—To make provision for the prescription by Order in
Council of Escluded and Partially Excluded Areas in consequence
of the omission of Schedule VI.

Clause 93.—To require the approval of Parliament at six-
monthly intervals to the continuance of a Proclamation under
this clause, and to place a time-limit of three yeais in all on the
operation of such a Proclamation.

Clause 107.—A drafting amendment.

Jlause 108.—To require the previous sanction of the Governor-
General to any proposal for differential taxation on non-residents.

Clause 110.—Drafting amendments.

Clause ‘113, page 69, line 28.—To add “the currency in which
capital or loan capital is expressed ” to the matters in respect of
which diseriminatory requirements or conditions in relation to
companies incorporated in the United Kingdom are debarred.

Clause 118.-—The amendments are intended to meet two points
raised in Committee :—

(1) That the clause as drafted would apparently prevent the
Legislatures, in regulating or prescribing qualifications
for a profession, from preventing unqualified persons
already practising that profession from continuing so to
practise, even where this is clearly in the public interest.

(2) Lo require that rules or regulations prescribing professional

' qualifications shall be subject to annulment by the
Governor-General or Governor, if he considers that they
would operate unfairly as against any class of persons
affected thereby.

Clause 180, page 107, line 35.—To express more clearly the
nature of the functions to be exercised by the Federal Government
in relation to securing safety on railways. -
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- Clause 182.—To provide a means of determining disputes on
the question as to what is and what is not a question of policy

in the relations between the Federal Government and the Federal
Railway Authority.

Clause 198.—To require that the Chief Justice of the Federal
Court must always be a barrister or pleader of 15 years’ standing.

Clause 206.-—To secure that there shall be an appeal as of right
from the Federal Court to the Privy Council in “ constitutional ”
cases, an appeal in other cases being by leave of the Federal
Court or of the Privy Council. .

Clause 212—To ensure that if and when the Federal Court is
given “Supreme Court™ appellate jurisdiction by the Indian
Legislature there shall be a separate Division constituted for the
hearing of those cases.

Clause 218—To secure that the Chief Justice of any High
Court constituted by Letters Patent must be.either a barrister or
a pleader or have served at least three years as a puisne judge.

Clause 220.—To make the Governor-General, instead of. the
Governor, the appointing authority in respect of additional judges
of High Courts.

" Clause 241.—The proposed new subsection is proposed in
consequence of the omission of clause 251 from the Bill as
introduced. '

" Clause 242.—To give the Secretary of State wider powers in
connection with the appoiatment of irrigation officers wherever
this may be necessary.

Clause 244.--To expand the matters in relation to which rulesare
required to be made by the Secretary of State himself for persons
whom he appoints to cover general rights in regard to medical
attendance.

Clause 250.—The amendment brings pensions specifically within
the scope of this clause.

Clause 251, page 143, line 3.—Expands the clause to cover Chief
Judges of Small Cause Courts and Chief Presidency Magistrates.

Clause 263.—The first amendment adds to the duties of Public
Service Commissions that of assisting in the framing and
operating of schemes of general recruitment for Forest and other
technical services; the second excludes specifically from the
purview of Public Service Commissions all matters relating to
methods of recruitment, appointment and disciplinary matters
connected with the subordinate police. , '

Clause 293.—The amendments bring the wording of this clause
into line in certain respects with the wording of clause 111 (1) (b).
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Olause 294—~To expand the scope of this clause relating to
expropriation so as to.cover commercial and industrial under-
takings, as well as land, by whomsover possessed, and to require
that any Act to which the section applies shall either fix the
amount of compensation to be granted or specify the principles on
which, and the manner in which, compensation is to be determined.

Clause 299.—To enable the Governor-General, or Governor,
as the case may be, to forward his opinion on any aspect of a
proposal made under this clause, and not merely his opinion as
to its effect on minorities.

Clause 301.—To limit the time within which the provisions of
this clause may be utilised. '

C.—AMENDMENTS WHICH MAY BE DESCRIBED FOR THIS PURPOSE AS
DRAFTING OR TECIINICAL AMENDMENTS IN THE SENSE THAT THEY
ARE EITHER DRAFTING AMENOMENTS PROPER OR AMENDMENTS SUIPLYING
TECHNICAL OMISSIONS OR AMPLIFYING OR CORRECTING TECHNICAL
DETAILS OF WHICH EXAMINATICN HAS SHOWN THE NECESSITY.

Clause 8 (first amendment), 22, 37, 82, 111, 113 (except the
amendment to page 69, line 28, which is included under Head B},
114, 124 (page 77, line 35), 127, 130, 132, 138 (first, fifth and
sixth amendments), 144, 145, 146, 147, 148 (first and second
amendments), 155, 166, 167, 172, 175, 177, 178, 179, 180 (in so
far as it is not included under Head B), 184, 185, 186 (first
amendment), 188, 193, 195, 196, 203, 207, 209, 221, 222, 232, 245
246, 247, 250 (first amendment), 251, 256, 259, 270, 271, 283, 295,
300, 302 and 464.

D.—New CrAusEs.

The two clauses (one for India and the other for Burma)
removing the sex disqualification are in pursuance of an under-
taking given in Committee.

The second clause (exempting Provincial Governments -and
Rulers of Federated States, subject to exceptions, from IFederal
taxation) carries out the undertaking given in the White Paper
at page 42 under clause 151,

The third clause fills a technical gap in the Bill.

The fourth and fifth clauses will take the place of clause 173,
which it is proposed to omit. These two clauses are redrafts of
the provisions now contained in clause 173, and make the
necessary provision in regard to.the complicated and technical
subject-matter with which they deal in a manuer which legal
opinion regards as more satisfactory and more complete than that
provided by the existing clause 173. :

(3}70) Ps. 1554 Wt, 1202—1574 2000 5/35 X;O.P. .
\
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INTRODUCTION

In the course of the debates in Parliament on the Government
of India Act it was explained that it was not then possible to
include in the franchise provisions inserted in the Bill provision
for the qualifications of voters for the Council of State and for
Provincial Upper Chambers. His Majesty's Government, therefore,
indicated their intention of leaving these matters to be settled in
due course by Order in Council, the drafts of which would be
laid before Parliament for approval by Resolution under the
provisions of section 309 of the Act.

On 31st July the appointment was announced in Parliament
of an Indian Delimitation Committee, the terms of reference of
which were placed in the Library of both Houses. The duty
.of this Committee will be to make recommendations upon the
delimitation of constituencies and upon numerous other points
of detail connected with tbe franchise and elections, provision
for which will be made by Order in Council. It is essential to
the due discharge of this Committee’s task (which, as already
announced, is to be commenced in India at the end of September)
that it should be in possession of a general indication of the
proposals which it is the present intention of His Majesty’s
Government to submit to Parliament for approval in relation to
the franchise for the Council of State and for the Provincial Upper
Chambers. o '

The particulars which follow are accordingly a statement
in general terms of the proposals which His Majesty’s Government
have now framed for this purpose ; they also include proposals on
two other matters of which it 'is necessary that the Delimitation
Jommittee should be informed, namely, the qualifications (in so far
as these are not already embodied in the Government of India
Act, 1935) of voters and candidates for the Federal Legislature in
Chief Commissioners’ Provinces and the castes and tribes to be
classified as Scheduled Castes for the purposes of the Act. The
Delimitation Committee have been instructed, in framing their
recommendations, to take into account the present proposals,
which will in due course be submitted for the approval of both
Houses of Parliament in pursuance of the provisions of section 309
of the Government of India Act, along with the other matters
relating to elections under the Act which remain to be settled by
Order in Council. :

It may be added that, so far as it is possible to estimate the
effects of these proposals for the electorate for the Council of State
without actually framing electoral rolls, His Majesty’s Government
believe that they will produce an electorate consisting in the
aggregate of about 130,000 voters.



FRANCHISE FOR THE COUNCIL OF STATE AND FOR
THE PROVINCIAL UPPER HOUSES.

QUALIFIOATIONS OF VOTERS FOR THE COUNCIL OF STATE (IN ALL
Provinces) AND FOR ProvINCIAL LEGISLATIVE CoUNcILS IN MaDRas,
Bousay, BEvgal, TEE UNITED PrOVINCES, BIHAR AND Assam,

The qualifications a general statement of which is set out
below in respect of the various Provinces are those which, subject
to the provisions of the First Schedule to the Government ‘of India
Act, 1935, will entitle a person to vote at an election for the
ﬁlling of a seat in the Council of State. The same qualifications
will entitle a person to vote at an election to a seat in the
Provincial Upper Houses in Madras, Borubay, Bengal, the United
Provinces, Bihar, and Assam. It should, however, be explained:
that the European, Anglo-Indian and Indian Christian seats in
the Council of State will be filled, not by direct election, but in
the manner laid down in paragraph 10 of the First Schedule to
the Government of India Act. The qualifications which entitle
a European, Anglo-Indian or an Indian Christian to vote at an
election for the seats reserved to those communities in a Provincial
Upper House will not therefore operate in the case of seats so
reserved in the Council of State.

I.—Madras.

1. Being resident® in the constituency ; and

2.—(a) Being registered as an inamdar, ryotwari pattadar or
occupancy Iy ot under the Madras Estates Land Act, 1908, in
respect of land in the Presidency on which the assessment or rent,
including the water rate, is not less than Rs. 300 ; or

(b) having held on the last day of the previous fasli year in the
Presidency an estate of which the annual income is not less than
Rs. 1,500 ; or

(¢} baving been assessed in the previous financial year to
Income-tax on a total income of not less than Rs. 7,500; or

{d) being in receipt from Government of a malikhana allowance
the annual amount of which is not less than Rs. 500; or

(e) being or having been—
(1) a non-official member of. any Legislature in Brmsh

India; or

* The requirements as to residence throughout will be those laid down
in Schedule VI to the Government of India Act, 1935, .
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(ii) a member of any Executive Council or a Minister in
British India; or

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow, Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India ; or-

(iv) a Judge of any High Court, Chief Court or J udicial
Commissioner’s Court in British India; or

(v) a Sheriff or Mayor of any Municipal Corporation in
British India; or

(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks; or

() being the holder of any title or honour conferred by
His Majesty the King-Emperor or of a title not lower than
Rai Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur
conferred by the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(g9) being in receipt from Government of a civil, military or
political pension of not less than Rs. 250 per mensem.

Differential Qualifications for Women.

3. Being the wife of a person who—

(@) holds in the Presidency an estate of which the annual
. income is not less than Rs. 3,000; or

(b) is registered as a pattadar or an inamdar or an occupancy
ryot under the Madras Estates Land Act, 190§, in
respect of land in the Presidency on which the

. assessment or rent, including the water rate, is not
less than Rs, 1,500; or

{¢) receives from Government a malikhana allowance the
annual amount of which is not less than Rs. 3,000; or
(d) was in the previous financial year assessed on his own
account to income-tax on a total income of not less

than Rs. 20,000 ; or

(e) is a person entitled to vote in respect of the qualifications
referred to in 2 (f) and 2 (g) above.

Diﬁ”ererltial Qualifieations for Scheduled Castes.

4. Being a member of one of the Scheduled Castes who on the
last day of the previous fasli year—.
(a) was registered as a pattadar or inamdar or occupancy ryot
under the Madras Estates Land Act, 1908, of land in the
. Presidency on which the assessment, including the water
rate, is not less than Rs. 50; or
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(b) was registered as a ryotwari pattadar or as an inamdar or
occupancy ryot under the Madras Estates Land Act,
1908, of land of which the annual rent value is not less
than Rs. 100; or

{e) was a mortgagee with possession, or lessee, under a registered
instrument, of immovable property (other than house
property) of un annual rent of not less than Rs. 100

{d) was registered jointly with the proprietor under section 14
of the Malabar Land Registration Act, 1895, as the
occupant of land of which the annual value is not less
than Rs. 100; or

(¢) held as ryot or as tenant under a landholder land of which
the annual rent value is not Jess than Rs. 100 ; or

(f) held in the Presidency an estate of which the anpual
income is not less than Rs. 100; or
5. Being a member of one of the Scheduled Castes who—

(i) was in the previous financial year assessed to an aggregate
amount of Rs. 20 or more either in Madras Cityorina
Municipality elsewhere in the Presidency, in respect
of property tax or profession tax ; or

(ii) was in the previous financial year assessed to income-tax.

. I1.—Bombay.

1. Being resident in the constituency ; and

—(a) Being the holder or tenant of land assessed at or of the
assessable value of not less than Rs. 350 land revenue per annum ; ot
~ (b) being assessed to income-tax on an income of not less than

Rs. 15,000 per annum; or
(¢) being or having been—
(i) a non-official member of any Legislature in British
India; or
(ii) a member of any Executive Council or a Minister in
British India; or
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India; or
(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner's Court in British India; or
(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or

(vi) a chief officer (non-ofﬁcml) of certain local bodies and
central co-operative banks; or
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(d) being the holder of any title or honour conferred by

His Majesty the King-Emperor or of a title not lower than Rai
* Bahadur, Rao Bahadur, Sardar Babadur or Xhan Bahadur

conferred by the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(e) being in receipt of a Government pension, civil, military or
political, of not less than Rs. 250 per mensem.; or

(f) being a Sardar, Inamdar, or Talukdar of an entire village, or
an alienee of an entire village.

Differential Qualifications for Women.

3. Being the wife of a person—

(i) possessing the property qualifications at present entitling
to a vote for the Council of State; or

(ii) entitled to vote in respect of the quahﬁcatxons referred
to in 2 (d) and 2 (¢) above.

Differential Qualifications for Scheduled.Castes.

4.—(a) Being the holder or tenant of land assessed at, or of
the assessable value of, not less than Rs. 50 per annum ; or

(b) occupying in a municipal, cantonment or notified area d
house of the annual rental value of not less than Rs. 201, or of
a capital value of not less than Rs. 3,350.

III.—Bengal.

1. Being resident in the constituency ; and

2. —(a) Paying land revenue or cess at the following rates :—
General . Mohammedan
Presidency and Burdwan divisions L.R. 2,000 - (All divisions)
Cess 500 L.R. 250

Rajshahi, Dacca and Chittagong -L.R. 1,500 Cess 50
divisions. Cess 350
or, :

(b) being assessed to income-tax on an income of not less than
Rs. 5,000 per annum ; or

(¢) being or having been—
(i) a non-official member of any Levlslature in British
India; or

(ii) a member of any Executive Council or a Minister in
British India ; or

(ii1) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or a Member of a Senate or Cowrt of any
University legally constituted in British India ; or
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(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India; or

(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or

(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks; or

(d) being the holder of any title or honour conferred by His
Majesty the King-Emperor, or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur or Xhan Bahadur
conferred by the Viceroy; or of the Kaisar-i-Hind Medal ; or

(e) being in receipt of a Government pension, civil, military or
political, of not less than Rs. 250 per mensem.

Differential Qualifications for Women.
3. Being the wife of a person—

(i) possessing the property qualification at present entitling
to a vole for the Council of State; or

(ii) entitled to vote in respect of the qualifications referred
to in 2 (d) and 2 (e) above.

IV.—United Provinces.
1. Being resident in the constituency ; and

2.—(a) Being the owner of land in the constituency in respect
of which land revenue of not less than Rs. 1,000 (in the hill -
pattis of Kumaon Rs. 100) per annum is payable ; or ‘

(b) being the owner of land in the constituency free of land
revenue, if the land revenue nominally assessed on such land for
determining the amount of rates payable in respect of the same,
either alone or together with any land revenue payable by him as
owner in respect of other land in the constituency, is not less than
Rs. 1,000 (in the hill pattis of Kumaon Rs. 100) per annum ; or

(¢) being a tenant of agricultural land who pays a rent of not
less than Rs. 1,500 (in the hill pattis of Kumaon Rs. 100)
per annum ; or

(d) being an under-proprietor in. Oudh who pays a rent of not
less than Rs. 1,000 per annum ; or .

() being assessed to income-tax on an income of Rs. 4,000 per
annum and over; or

() being or having been—

(i) a non-official member of any Legislature in British
India; or : .
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(i) a member of any Executive Council or a Minister in
British India; or

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India ; or

(iv) a" Judge of any High Court, Chief Court, or Judmw.l
Commissioner’s Court in British India; or

(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or

(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks ; or

(9) being the holder of any title or honour conferred by His
Majesty the King-Emperor or of a tiile not lower than Rai Bahadur,
Rao Bahadur, Sardar Bahadur or Khan Bahadur conferred by
the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(k) being in receipt of a Government pension, civil, mlhtary or
political, of not less than Rs. 250 per mensem.

Differential Qualifications for Women.

3. Being the wife of a person—

(i) possessing the property qualifications at present entitling
to a vote for the Council of State ; or

(ii) entitled to vote in respect of the qualifications referred
to in 2 (g) and 2 (R) above.

Differential Qualifications for Scheduled Castes.

4.—(a) Being the owner of land in the constituency—

(i) in respect of which land revenue of not less than Rs. 200
is payable ;

{ii) free of land revenue, if the land revenue nomma]ly
assessed on such land for determining the amount of
rates payable in respect of the sams, either alone or
together with any land revenue payable by him as
owner in respect of other land in the constituency,
amounts to not less than Rs. 200 per annum ; or

(b) a person paying in respect of agricultural land in, the
constituency a rent of Rs. 500 per annum and over; or

(¢) being assessed to income-tax on an income of not less than
Rs. 2,000 per annum ; or

(d) being an under-proprietor in Oudh who pays a rent of not
less than Rs. 200 per annum ; or

(e) being the holder of any title.
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V.——Punjab.
1. Being resident in the constituency ; and
.2.—(a) Being liable to payment, or an assignee, of land revenue

of not less than Rs. 250 per annum ; or

~ (b) being assessed to income-tax on an income of not less than
Rs. 5,000 per annum ; or .

(¢) being or having been— :
{i} anon-official member of any Legislature in British India; or

(ii) 2 member of any Executive Council or a Minister in
British India ; or

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India; or

(iv) a Judge of any High Court, Chief  Court, or Judicial
Commissioner’s Court in British India ; or

(v) a Sheriff or Mayor of any Municipal Corporation in British ‘
India; or ,
(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks; or
(vii) a Provineial Darbari ; or
(d) being the holder of any tiile or honour conferred by
His Majesty the King-Emperor, or of a title' not lower than

Rai Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur
conferred by the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(e) being a person in receipt of a Government pension, civil,
military or political, of not less than Rs. 250 per mensem.

Differential Qualifications for Women.®
3. Being the wife of a person—

(a) possessing the property qualifications at present entitling
to a vote for the Council of State ; or

() Isossessihg the qualifications referred to in 2 {d) and 2 (¢)
above.

Differential Qualifications for Scheduled Castes.

4 —(a) Being a member or ex-member of a panel of members
of the Scheduled Castes for the purposes of election to a seat in the
Punjab Legislative Assembly reserved for Scheduled Castes; or

(b) being or having been a member of a local body.

* The special differential qualilications proposed for women will Be
registered on application only.
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VI.—Bihar.

1. Being resident in the constituency; and

2.—(a) Being liable to payment of land revenue or cess at the
following rates per annum :—

Rs.

Non-Mohammedan - - L. R. 600
Cess 100

Mohammedan - - - L. R. 375

Cess 62%, or
(b) being assessed to income-tax on an income of not less than
Rs. 7,500 per annum ; or
(c) being or having been—

(i) anon-official member of any Legislature in Dritish India ; or

.(ii) a member of any Executive Council or a Minister in
British India; or ‘

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow. or Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India; or

(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India; or

(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or .

(vi) a chief officer (non-official) of certain local bodies and
‘central co-operative banks; or

(d)—(i) in the districts of Ranchi, Singhbhum, or the Santal
Parganas, being a headman styled Parganait or Manki and who is
a member of a backward tribe; or

(ii) in the districts of Manbhum and Singhbhum, being a
headman styled Tarafsardar . irrespective of ‘whether he is also a
member of a backward tribe; or A

() being the holder of any title or honour conferred by His
Majesty the -King-Emperor, or of -a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur conferred
by the Viceroy; or of the Kaisar-i-lind Medal ; or

(f) bLeing in receipt of a Government pension, civil, military
or political, of not less than Rs. 150 per mensem.

Diﬁ‘erential Qualiﬁcat'ions for Women.

3. Being the wife of a person—

(1) liable to payment of land revenue of -Rs. 2,400 or cess of
Rs. 400 in the case of non-Mohammedans, or of land
revenue of Rs. 1,200 or cess of Rs. 200 in the case of
Mohammedans ; or :
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(i1) assessed to income-tax on- an income of Rs. 20,000 a
year or over; or

(iii) possessing the qualifications referred to in 2 (¢) and
2 (f) above.

Differential Qualification for Scheduled Castes.

4. Being a member or an ex-member of a panel of members of
the Scheduled Castes for the purposes of election to a seat in the
Bihar Legislative Assembly reserved for Scheduled Castes.

VII.—The Central Provinces and Berar.

1. Being resident in the constituency ; and

2.—(a) Holding land assessed or assessable to land revenue of not
less than Rs. 500 per annum ; or

(b) bemg assessed to income-tax on an income of not less than
Rs. 7,000 per annum ; or

(¢) ‘being or having been—
(i) a non-official member of any Leglslature in DBritish

India; or
(i1) a member of any Executive Council or a Minister in British
India; or

(iii) a P10~Chancellor, Vlce-Chancellm Fellow or Honorary
Fellow or Member of a Senate or Court of any
University legally constituted in British India; or

(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India; or

(v) a Sheriff or Mayor of any Municipal Corporatlon in British
India; or

(vi) a chief officer (non- oﬂicml) of certain local bodies- and
central co-operative banks or

(d) being the holder of any title or honour conferred bv His
Majesty the King-Emperor, or of a title not lower than Kai
Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur conferred
by the Viceroy ; or of the Kaisar-i-Hind Medal ; or '

(e) being in receipt of a Government pension, civil, military or
political, of Rs. 200 per mensem or over. ;
Differential Franchise for Women.

3. Being the wife of a person—

(i) liable to payment of land revenue of not less than
Rs. 3,000 per annum ; or :
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(ii) assessed to income-tax on:an income of not less than
Rs. 20,000 per annum ; or

(iii) possessing the qudhﬁcatlons referred to in 2 (d) and
2 (e) above.

Differential Qualifications for Scheduled Castes.

1. Being liable to payment of land revenue of not less than
Rs. 100 per annum.

2. Being assessed to income-tax of any amount.

VIII.—Assam.

1. Being resident in the constituency ; and

2.—(a) Being liable to payment of land revenue of not less than
Rs. 500 or local rate of not less than Rs. 50 per annum ; or

(b) being assessed to income-tax on an income of not less than
Rs. 3,000 per annum ; or
(c) being or having been—
(i) a non-official member of any Legislature in British
India; or
(i1) a member of any Executive Council or a Minister in British
India; or
(iii) a Pro«Chancellor Vice-Chancellor, Fellow or Honorary
Fellow, or Member of the Senate or Court, of any
Unlversu.y legally constituted in British India; or
(iv) a Judge of any High Court, Chief Court, or J udicial Com-
missioner’s Court in British India ; or
(v) a Sheriff or Mayor of any Municipal Corporatlou in British
India; or
(vi) a chief officer (non-official) of certain local bodies and
_ central co-operative banks; or

(d) being the holder of any title or honour conferred by His
Majesty the King-Emperor or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur con-
ferred by the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(e) being in receipt ol a Government pension, civil, military or
political, of Rs. 100 per mensem or over.

Differential Franchise for Women.
3. Being the senior wife of an elector—

(a) possessing double the minimum property or income-tax
qualification proposed above ; or
(b) possessing the qualifications referred to in 2 (d) and 2 (e)
above,
Cc
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Differential Qualifications for Seheduled Castes.
4.-- (i) Being assessed to payment of income-tax of any amount.

(ii) Being liable to payment of land revenne at the rate of not
less than Rs. 150 per annum, or of local rates amounting to Rs. 15
per annum,

IX.—The North-West Frontier Province.
1. Being resident in the constituency ; and

2.—(a) Being the owner of immovable property not being land
assessed to land revenue of a value of not less than Rs. 20,000; or

(b) being the owner of not less than 200 acres irrigated or
400 acres unirrigated land ; or '

(¢) being assessed to or the assignee of land revehue of Rs. 250
per annum Or Over; or :

(d) being a tenant of immovable property (not being land
assessed to land revenue) paying rent of not less than Rs. 600 per
anpum ; of '

(e) being the owner of immovable property (not being land
assessed to land revenue) receiving rent of not less than Rs. 1,200
per annum; Or . _

(f) being the recipient of a jagir or barat of not less than
Rs. 250 per annum ; or

(9) being assessed to income-tax on an income of not less than
Rs. 4,000 per annum ; or
(k) being or having been—
(i) a non-official member of any Legislature in British
India; or
{(ii) a member of any Executive Council or a Minister in
British India; or
(i) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of the Senate or Court of any
University legally constituted in British India; or
(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India ; or
(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or :
(vi) a chief officer {non-official) of certain local bodies and
central co-operative banks; or
(vii) a Provincial Darbari ; or

() being the holder of any title or honour conferred by His
Majesty the King-Emperor, or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur con-
ferred by the Viceroy ; or of the Kaisar-i-Hind Medal ; or

(j) being in receipt of a Government pension, civil, military or
political, of Rs. 100 per mensem or over.
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Differential Qualifications for Women*

3. Being the wife of a person who—

(a) is assessed to or is the assignee of land revenue of not
less than Rs. 500 per anpum ; or

(b) is in receipt of a jagir or barat of not less than Rs. 500
per annum ; or

{c) is the owner or tenant of immovable property (not being
land assessed to land revenue) receiving or paying
rent of not less than Rs. 2/400 per annum ; or

(d) is the owner of immovable property (not being land
assessed to land revenue) of a value of not less than
Rs. 30,000; or

(e} was during the previous financial year assessed to income-
tax on an income of not less than Rs. 8,000; or

(f) possesses the qualifications referred to in paragraphs 2 (z)
and 2 (j) above.

X.—Orissa.
1. Being resident in the constituency ; and

2.—(a) Being liable to payment of land revenue or cess at
the following rates per annum :—

: Rs.
Non-Mohammedans - - L.R. 800
Cess 100
Mohammedans - - - L.R. 400
Cess 50

or ‘
{b) being assessed to income-tax on an income of not less than

Rs. 10,000 per annum ; or
(c) being or having been—

(i) a non-official member of any Legislature in British
India; or

(ii) a member of any Executive Council or a Minister in
British India ; or .

(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of the Senate or Court of any
University legally constituted in British India; or

(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India; or

* The special differential gualifications proposed for women will be
registered on application only.
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(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or
(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks; or
(d) being the holder of any title or honour conferred by His
Majesty the King-Emperor or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur, or Xhan Bahadur con-
ferred by the Viceroy; or of the Kaisar-i-Hind Medal ; or
(e) being in receipt of a Government pension, civil, military or
political, of not less than Rs. 150 per mensem.

Differential Qualification for Women.

3. Being the wife of a person—

(@) liable to payment of land revenue or cess of not less than
the following amounts per annum :—

Rs.

Non-Mohammedans - - L.R. 3,200
Cess 400

Mohammedans - - - L.R. 1,000
Cess 125

or
(b) assessed to income-tax on an income of not less than
Rs. 20,000 per annum ; or

(¢) possessing the qualifications referred to in 2 (d) and 2 (e)
above.

Differential Qualification for Scheduled Castes.

4. Being a member or an ex-member of a panel of members
of the Scheduled Castes for the purposes of election to a seat in
the Orissa Legislative Assembly reserved for Scheduled Castes.

XI.—Sind.
1. Being resident in the constituency ; and

2.~(a) Being a first- or second-class jagirdar in Sind ; or

() being a person who in each of the three revenue years -
preceding the publication of the roll has paid not less than
Rs. 1,000 land revenue; or

(¢) being assessed to income-tax on an income of not less than
Rs. 12,500 per annum ;.or

(d) being or having been—

(i) a non-official member of any Legislature in British
India; or
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(ii) a member of any Executive Council or a Minister in
British India; or .
(iii) a Pro-Chancellor, Vice-Chancellor, Fellow or Honorary
Fellow or Member of the Senate or Court of any
University legally constituted in British India; or
(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India ; or
(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or
(vi) a chief officer (non-official) of certain local bodies and
central co-operative banks; or
{e) being the holder of any title or honour conferred by His
Majesty the King-Emperor or of a title not lower than Rai Bahadur,
Rao Bahadur, Sardar Bahadur, or Khan Bahadur conferred by
the Viceroy ; or of the Kaisar-i-Hind Medal ; or
(f) being in receipt of a Government pension, civil, military or
political, of not less than Rs. 250 per mensem.

Differential Qualification for Women.*
3. Being the wife of a person who is—
(1) liable to payment of land revenue of not less than
Rs. 3,000 per annum ; or

(ii) assessed to income-tax on an annual income of mnot less
than Rs. 30,000.

* Registration of women qualified in respect of the wifehood qualification
will be on application only.
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CHIEF COMMISSIONERS PROVINCES.

QUALIFICATIONS 0F ELECTORS, AND, IN CERTAIN CASEs,
oF CANDIDATES.

I.—British Baluchistan.

His Majesty's. Government propose that the seats allotted to
British Baluchistan in the Federal Assembly and the Council of
State shall be filled by nomination by the Governor-General, and
no question of prescribing a qualification for voters will therefore
arise.

The qualification for candidates will be—

(1) being a member of the Shahi Jirga; or
- (2) being or having been a member of a Municipal Committee,
who has been domiciled in Baluchistan for not less
than two generations, and who possesses unencumbered
immovable property in Baluchistan of the value of
not less than IRRs. 50,000.

II.—Delhi.
FEDERAL ASSEMBLY SEAT.
Qualifications of Voters.
1. Being resident in the constituency ; and

2.—(a) Being the owner of immovable property (not being land
assessed to land revenue) of a value of not less than Rs. 4,000, or an
annual rental value of not less than Rs. 96, or the tenant of such
property of an annual rental value of not less than Rs. 96 ; or

(b) being liable to payment of direct municipal or cantonment
tax of Rs. 50 or over ; or

(¢) being the owner or the tenant with right of occupancy as
defined in Chapter II of the Punjab Tenancy Act, 1837, of land
paying land revenue of Rs. 25 or over ; or

(d) being the tenant of Crown land, rented at Rs. 25 per annum
or over, on a lease of not less than three years; or

(e} heing the assignee of land revenue amounting to not less
than Rs. 50 per annum ; or

(f) being a village officer or headman zaildar, inamdar,
sufedposh or lambardar) in the constituency ; or

(g) being assessed to income-tax ; or

(k) having passed the examination for Matriculation or the
School Leaving Certificate, or an examination accepted by the
Local Government as the equivalent thereof ; or

(7} being a wetired, pensioned, or discharged officer, non-
commissioned officer, or soldier of His Majesty’s Regular Military
Forces, or of the Indian Territorial or Indian Auxiliary Forces, or
a retired, pensioned or discharged officer or man of the Indian
Police Force.
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Qualifications of Candidates.

To be eligible as a candidate a person must possess the
qualifications laid down in Schedule I, Part I, paragraph 1, of
the Government of India Act, 1935, and must be a voter in the
constituency.

CouworL oF STATE.

The qualifications proposed for voters for the seats allotted to
Delhi in the Council of State will be identical with- those
proposed for the Punjab in Section V above, except that the
amount of annual income for the purpose of the income-tax
qualification will be Rs. 10,000 or over.

III,—Ajmer Merwara,

FEDERAL ASSEMBLY SEAT.

Qualifications of Voters.

1. Being resident in the constituency; and

2.—(a) Having been the owner or tenant in the constituency for
the 12 months preceding the date of publication of the electoral
roll of immovable property, not being land assessed to or granted
free of land revenue, but including any building erected on such
land of the value of not less than Rs. 1,500 or of an annual rental
of not less than Rs. 150 ; or

(b) being the owner of land in the constituency assessed to land
revenue of not less than Rs. 20 per annum, or the assignee of land
revenue of not less than Rs. 20 per annum ; or

{¢) being liable to payment of rent of not less than Rs. 50 per
annum as a tenant of agricultural land of which he has been the
tenant during the three years preceding the date of publication of
the electoral roll ;. or ’ \

(d) being assessed to income-tax; or -

(e) being a head bhumia or a village headman of a Khalsa, or
Istimrari, or a Jagir village ; or

(f) being a retired, pensioned, or discharged officer,; non-commis-
sioned officer, or soldier of His Majesty’s Regular Military Forces,
or of the Indian Territorial or Indian Auxiliary Forces, or a retired,
pensioned or discharged officer or man of the Indian Police Force.

Qualifications of Candidates.

To be eligible as a candidate a person must possess the
qualifications laid down in Schedule I, Part I, paragraph 1, of the -
Government of India Act, 1935, and must be a voter in the
constituency.

CouxciL oF Srate.
1. Being resident in the constituency ; and
2.—(a) Being the owner of land paying land revenue of not less

than Rs. 150 per annum or being an assignee of land revenue of
the same amount ; or
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(b) paying rent for agricultural land of not less than Rs. 150
per annum ; or

(¢) being assessed to income-tax on an income of Rs. 4,000 per
annum or over; or

(d) being or having been—
(i) 2 non-official member of any Legislature in British
India; or
@ii) a member of any Executive Council or a Minister in
British India; or
(ii1) a Pro—Chancellor Vice-Chancellor, Fellow, Honorary
Fellow, or Member of the Senate or Court of any
University legally constituted in British India; or
(iv) a Judge of any High Court, Chief Court or Judicial
Commissioner’s Court in British India; or
(v) a Sheriff or Mayor of any Municipal Corporatlon in
British India; or
(vi) a chief officer (non—ofﬁclal) of certain local bodies and
central co-operative banks ; or

(e) being the holder of any title or honour conferred by His
Majesty the King-Emperor or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur, or Khan Bahadur
conferred by the Viceroy ; or of the Kaisar--Hind Medal ; or

(f) being in receipt of a Government pension, civil, military or
political, of not less than Rs. 250 per month.

Differential Qualifications for Women.
3. Being the wife of a person who—

(1) is assessed to income-tax on an income of not less than
Rs. 10,000 per annum ; or

(ii) owns land assessed to land revenue of not less than
Rs. 500 per annum ; or

(1ii) holds land free of revenue assessable to not less than
Rs. 500 per annum ; or

(iv) possesses the qualifications referred to in 2 (e) and 2 (f)
above.

IV.—Coorg.
FEDERAL ASSEMBLY SEAT.
Qualifications of Voters.

Electlon to the seat reserved for Coorg in the Federal Assembly
will, under the terms of Schedule I, Part I, paragraph 24 of the
Government of India Act, be by the Coorg Legislative Council.

The following modifications of the existing franchise are
proposed for the Coorg Legislative Council :—

1. Being resident in the constituency ; and
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2.—(a) Being liable to payment of jama assessment of not less
than Rs. 2. 8 or sagu assessment of not less than Rs. 5, or combined
assessment of not less than Rs. 2. 8 calculated at jama rate; or

(b) being liable to payment of house or municipal tax of not
less than Rs. 5; or

3. Being a retired, pensioned or discharged officer, non-commis-
sioned officer or soldier of His Majesty’s Regular Military Forces, or
of the Indian Auxiliary or Indian Territorial Force, or a retired,
pensioned or discharged officer or man of the Indian Police Force ; or

4. Being in possession of a completed secondary school leaving
certificate (in the case of women, the lower secondary standard).

CounciL oF STATE SEAT.
Qualifications of Voters.
1. Being resident in the constituency ; and

2.—(a) Being liable to payment of an aggregate assessment of
not less than Rs 200 the assessment on jama land being calculated
at Sagu rate ;

(b) being assessed to income-tax on an income of not less than
Rs. 5,000 per annum ; or

(¢) being or having been—
(i) a non-official member of any Legislature in British India;. or

(1i) a member of any Executive Council or a Minister in
British India; or _

(iii) a Pro- Chancellor Vice-Chancellor, Fellow, Honorary
Fellow, or Member of the Senate or Court of any
University legally constituted in British India; or

(iv) a Judge of any High Court, Chief Court, or Judicial
Commissioner’s Court in British India ; or

(v) a Sheriff or Mayor of any Municipal Corporation in British
India; or

. (vi) a chief officer (non-official) of certain local bodies and-
central co-operative banks ; or
(d) being the holder of any title or honour conferred by HIS
Majesty the King-Emperor or of a title not lower than Rai
Bahadur, Rao Bahadur, Sardar Bahadur or Khan Bahadur con-
ferred by the Viceroy ; or of the Kaisar-i-Hind Medal; or

(e) being in receipt of a Government pension, civil, nuhtary,
or political, of not less than Rs. 150 per month.

Differential Franchise for Women.

3. Being the wife of a person—
(i) possessing double the minimum property or income-tax
qualification referred to in paragraph 2 above; or
{1i) possessing the qualification referred to in 2 (d) and 2 (e)
above. .
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The “Scheduled Castes,” for the purposes of paragraph 26 of
Part I of the First Schedule to the Government of India Act,
1935, will be as follows :— ‘

Adi-Andhra
Adi-Dravida
Adi-Karnataka
Ajila
#Aranadan
Arunthuthiyar
Baira
Bakuda
Bandi
Bariki
Battada
Bavuri
Bellara
Byagari
Chachati
Chakkiliyan
Chalavadi
Chamar
Chandala
Cheruman
Dandasi
Devendrakulathan
#*Dombo
Ghasi
Godagali
Godari
. Godda
Gosangi

Haddi

Asodi

Bakad

Bhambi

Bhangi
Chakrawadya-Dasar
Chalvadi

I. —Madras.

Hasla
Holeya
Jaggali
Jambuvulu
#Kadan
Kalladi
Kanakkan
#Karimpalan

~ *Katlunayakan

Kodalo
Koosa
Koraga
*Kudiya
#Kudubi
Kudumban
Kuravan
#Kurichchan
#Kuruman
Madari
Madiga
Maila
Mala
Mala Dasu
#*Malasar
Matangi
#*Mavilan
Moger
Muchi
Mundala .

II.—Bombay.

Chambhar or Mochi-
_gar or Samagar

- Chena-Dasaru

Chuhar or Chuhra
Dakaleru
Dhed

Nalakeyava
Nayadi
Paga dai
Paidi
Painda
Paky
Pallan
Pambada
Pamidi
Panchama
Paniyan
Panniandi
#Pano
Paraiyan
Paravan
Pulayan
Puthirai Vannan
Raneyar
Relli
Samagara
Samban
Sapari
Semman
Thoti
Tiruvalluvar
Valluvan
Valmiki
Vettuvan

-

Dhegu-Megu

Dhor

Garode

Halleer

Halsar or Haslar or
- Hulsavar

* Scheduled Castes in those localities which are not treated as backward
tracts for the purpose of special representation of aboriginals.
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Khalpa

Kolcha or Kcelgha

Koli Dhor

Kotegar {North
Kanara only)

Lingader

Madig or Mang

Mahar

Agariya
Bagdi
Bahelia
Baitl1 e
Bauri
Rediya
Beldar
Berua
Bhatiya
Bhuimali
Bhuiya
Bhuinij
Bind
Binjhia
Chamar
Dhenuar
Dhoba
Doai
Dom
Dosadh
Garo
Ghasi
Gonrhi
Hadi
Hajang
Halalkhor.

Agariya.
Aheriya
Badi
Badhik
Baheliya *
: Bajaniya
Bajgi
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Mangarudi

Meghval or Mengh-
war

Mini Madig

Mochi (except in
Gujarat)

Mukri

Nadia

III.—Bengal.

Hari

Ho

Jalia Kaibartta
Jhalo Malo or Malo
Kadar
Kan
Kandh
Kandra
Kaora
Kapuria
Karenga
Kastha
Kaur
Khaira
Khatik
Koch
Konai
Konwar
Kora
Kotal
Lalbegi
Lodha
Lohar
Mahar
Mahli

, 'II.—Bomba.y—cont'inued.

Shenva or Shindhava

Shingdav or Shin-
gadya

Sochi

Timali

Tuari

Vankar

_Vitholia

Mal

" Mallah

Malpahariya
Mech
Mehtor
Muchi
Munda

- Musahar

Nagesia
Namasudra
Nat
Nuniya
Oraon
Paliya
Pan

Pasi

Patni

Pod
Rabha
Rajbanshi
Rajwar -
Santal
Sunri
Tiyar
Turi

IV.—United. Provinces.

Balahar
Balmiki
‘Banmanus
Bansphor
Barwar
Basor
Bawariya

Beldar
Bengali
Beriya

- Bhantu

Bhuiya
Bhuyiar
Boriya
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IV.—United Provinces—continued.

Chamar Hela Majhwar
- Chero : Kalabhaz Nat
Dabgar Kanjar .. Pankha
Dhangar Kapariya Parahiya
Dhanuk (Bhangi) Karwal Pasi
Dharkar Khairaha Patari
Dhobi Kbarot Rawat
Dom Kharwar (excluding Saharya
Domar Benbansi) Sanaurhiya
Gharami Khatik Sansiya
Ghasiya Kol Shilpkar
Gual ' *Kori Tharu
Habura Korwa Turaiha |
Hari Lalbegi '
V.—Punjab.
Ad Dharmis Marija (Marecha) Khatik
Bawaria Bangali Kori
Chamar Barar Nat
Chuhra Bazigar Pasi
Dagi and Koli Bhanjra Perna
Dumna Chanal Sapela
0d Dhanak Sirkiband
Sansi Gagra Meghs
Sarera Gandhila Ramdasis
VI..—Bihar.
1. All districts :—
Chamar Halalkhor Mochi
Chaupal Hari Musahar
Dhobi Kanjar Nat
Dusadh Kurariar Pasi
. Dom Lalbegi

I1. The Patna division, the Tirhut division, and the Palamau,
Monghyr, Bhagalpur and Purnea districts :—

Bauri Bhumij Rajwar
Bhogta Ghasi . Tari
Bhuiya Pan : .

* Excluding the Koris residing in the Meerut, Agra and Rohilkhand
Divisions. ]
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VI.—Bihar—continued.

III The Dhanbad subdivision and the Central Manbhum
general rural constituency :—

Bauri Ghasi Rajwar
Bhogta Pan ~ Turi
Bhuiya ’

VII.—Central Provinces and Berar.
Thronghout the Central Provinces and Berar :—

Mehra or Mahar (except in the Harda and Sobagpur tahsils
of the Hoshangabad district), Basor or Burud, Mehtar or
Bhangi, Dom, Chamar, Satnami, Mochi, Ganda, Mang.

In the Jubbulpore, Saugor, Hoshangabad, Chhindwara, Nimar,
Betul and Mandla districts :—

Kori (except in the Harda and Sohagpur tahsils of the
Hoshangabad dlstnct) Mala, Balahi or Balai.

Throughout the Berar Division and in the Nagpur, Chanda,
Wardha, Bhandara and Balaghat districts :—

Balahi or Balai, Madgi, Pradhan (except in Balaghat district),
Ghasia, Katia, Panka, Khatik, Kaikari (except in the
Balaghat district), Dohor.

In the Raipur, Bilaspur and Drug districts :—
Ghasia, Katia, Panka and Dewar.

Additional castes scheduled in the districts spemﬁed after their
name :—

Panka [Saugor, Chhindwara (except in the Seoni subdivision)].

Katia [Saugor (except in the Damoh subdivision), Hoshanga-
bad (only in Hoshangabad and Seoni-Malwa tahsils), Nimar,
Betul, Chhindwara (except in the Seoni subdivision)].

Khatik [Saugor (except in Damoh subdivision), Hoshangabad
~(only in Hoshangabad tahsil), Chhindwara (except in Seoni
subdivision)].

~ Dhobi [Saugor, Hoshangabad (only in Hoshangabad and

Seoni-Malwa tahsils), Bhandara, Rajpur, Bilaspur].

Khangar [Saugor, Bhandara, Buldana, Hoshangabad (only in
Hoshangabad and Seoni-Malwa tahsils)].

Chadar (Saugor, Bhandara).

Dhanuk [Saugor (except in the Damoh subdivison)].

Kumhar [Saugor, Hoshangabad (only in Hoshangabad and
Seoni-Malwa tahsils), Bhandara].

Dahayat [Saugor (only in the Damoh subdivision)].

Naf%archl)(Mandla, Chhindwara, Nagpur, Bhandara, Balaghat,

aipur

!
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VII.—Central Provinces and Berar—continued.

Ojha [Mandla, Hoshangahad (only in' Hoshangabad talsil),
Bhandara, Balaghat]. ’ '

Pardhi [Hoshangabad (only in the Narsinghpur subdivision)].

Rujjhar [Hoshangabad (only in Sohagpur tahsil)].

Pradhan [Nimar, Chhindwara (except in the Seoni sub-
division), Raipur].

Holiya (Bhandara, Balaghat).

Kori (Bhandara, Balaghat, Raipur, Amraoti, Buldana).

Audhelia (Bilaspur).

Chauhan (Drug).

Koli (Chanda, Bhandara).

Jangam (Bhandara).

Bedar (Amraoti, Akola, Buldana).

Bahna (Amraoti).

Dhimar (Bhandara). .

Mala (Balaghat).

VIII.—Assam,

Namasudra. Lalbegi.
Kaibartta. ‘ Mehtar (Bbangi).
Bania (Brittial-Bania). Bansphor.
Hira.

2. Surma Valley :— '
Mali (Bhuimali). Sutradhar. ‘Kaibartta (Jaliya).
Dhupi (Dhobi). Muchi. Lalbegi.
Dugla or Dholi. Patni. Mehtar (Bhangi).
Jhalo and Malo. Namasudra. Bansphor. "
Mahara.

" IX.—Orissa.

I. All districts :(—
Adi-Andhra Godra Mangan
Audhelia iokha Mehra or Mahar
Bariki Haddi or Hari Mehtar or Bhangi
Basor or Burud Irika Mochi or Muchi
Bavuri Jaggall Paidi
Chachati Kandra Painda
Chamar Katia Pamidi
Chandala Kela Panchama,
Dandasi Kodalo Panka
Dewar Madari Relli
Dhoba or Dhobi Madiga Sapari
Ganda Mahuria Satnami
Ghusuria Mala Siyal
Godagali Mang Valamiki

"Godari
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II. Areas other than the Vizagapatam and Ganjam Agencies,
the Khondmals subdivision and the district of Sambalpur : —

Pan or Pano

IIL. Areas other than the Vizagapatam and Ganjam Agencies
and the Khondmals :—
Dom or Dombo.

IV. Areas otber than the district of Sambalpur :— '

Bauri ' Ghasi or Ghasia
Bhuiya Turi
Bhumij
V. The Khariar subdivision of the district of Sambalpur :—
Kori Nagarchi Pradhan

(4040) Wt 1432/1302 3250 9/35 LO.P,
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INDIA.
PROVINCIAL LEGISLATIVE ASSEMBLIES ORDER
PROVINCIAL LEGISLATIVE COUNCILS ORDER
‘SCHEDULED CASTES ORDER

The purpose of these three Orders is to complete the provision
made by the Government of India Act, 1935, for voters and candi-
dates for the new provincial Legislatures. The Act (ss. 60 and 61
and Schedules V and VI) prescribed the nature of the Legislature—
bicameral or single-chamber—for each Province, the strength and
© composition of each Chamber and the qualifications of voters in the
*‘ territorial *’ constituencies for the Lower Chambers and the
qualifications of- certain classes of candidates. But it left to be
...  prescribed *’- the -qualifications of voters in the ‘‘ special ”’ con-
~stituencies for the Liower Chambers and the qualifications of most
classes of candidates; for the Upper Chambers, the franchise as a
" whole and. the qualifications of candidates ; and, for both Chambers,
" the actual delimitation of the constituencies of all kinds and the
method of voting in them. It also left to be ‘* prescribed '’ the
selection of the castes, members of which are to come within the
purview of the special provisions of the Act for the representation
of the castes now described as ‘‘ Scheduled Castes’’, but more
commonly known as Depressed Classes.

2. In September last His Majesty’s Government announced their
proposals for the last-mentioned purpose, and also, in pursuance
of the general indication of their intentions given in the House
of Lords in the course of the passage of the Bill, their detailed
proposals for the franchise for the Federal Council of State and for
the provincial Legislative Councils (Upper Chambers), which is
intended to be identical. These proposals were contained in a
White Paper (Cmd. 4998) and, so far as the provincial Legislatures
are concerned, are embodied, with some slight modifications, which
subsequent consultation with the provincial Governments has shown
to be expedient, in the Scheduled Castes Order and in the Legisla-
tive Councils Order now submitted for the approval of Parliament.
The necessary provision for the Federal Legislature and for election
offences in relation to all elections will be made by subsequent
Orders. '

3. The rest of the matter contained in the Legislative Councils
Order and the whole of the Legislative Assemblies Order is based
upon the recommendations of the Committee known as the Indian
Delimitation Committee presided over by Sir Laurie Hammond,
whose Report was ‘presented  to' Parliament on 2nd March
(Cmd. 5099 and 5100) and whose recommendations have with two
exceptions been adopted. The main purpose of this memorandum
is to facilitate examination of the Orders by Parliament by giving
a brief explanation of the points upon which, in framing the
Orders, it has been thought desirable on the one hand to modify
the Hammond Committee’s recommendations and, on the other
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hand, to aﬂopt those recommendations in spite of arguments to
the contrary advanced by provincial Governments or the Govern-

ment of India. These explanations are confined to points of major
importance.

4. So far as the areas and arrangement of the territorial con-
stituencies are concerned, these follow exactly, with one major and
a few minor exceptions, the recommendations of the Committee.
The minor exceptions are that, on the advice of the provincial
Government concerned, a three-member constituency in Bihar
(Palamau) with one reserved seat has been divided into two—one
a single-member constituency, and the other a two-member with a
reserved seat—each covering approximately half the district; and,
on the advice also of the local Government, two cantonment areas
have been transferred from one to the other of the two
Muhammadan urban constituencies in the North-West Frontier
Province. The Bombay Government are opposed to the Com-
mittee’s recommendation that a seat should be allotted to the towns
of Surat and Rander forming a constituency jointly, and would
prefer to allot this seat to Belgaum. The Committee’s reasons for
this proposal have been thought to make this change inadvisable.
The Punjab Government also would have preferred a different alloca-
tion of the two Muhammadan women's seats allotted to that
Province, but the Government of India support the Committee’s pro-
posal and it has been thought best to adopt it. These instances
apart, the arrangement of the territorial constituencies is accepted
by Provinces concerned. The major exception is the arrangement of
the Madras ** general *’ territorial constituencies for the provincial
Legislative Assembly (Legislative Assemblies Order, Schedule II,
Section I). The Committee recommended that, in addition to the
constituencies in Madras which must in any case be plural member
owing to the necessity of reserving in each of them a seat for
Scheduled Castes, there should be a considerable number of other
two-member constituencies, and that some of the ‘‘ reserved séat '’
constituencies should be three-member. Their reasons for this
recommendation will be found in paragraphs 39-43 of Volume I of
their Report. The Madras Government have, however, very
strongly represented that the Committee’s plan is unaccéptable to
them, and their objections have the support of the Government of
India. They urge that the arrangement proposed by the Committee
will tend to perpetuate and intensify religious and caste antagonisms
amongst the numerous castes and sub-castes of the Hindu com-
munity which are to be found in that Province, and by tending to
encourage the formation of small groups will be inimical to the
development of party Government which, during the past 15 years
has shown a stronger tendency to emerge in that Province than
perhaps in any other. Further they urge that it is unsafe to argue,
as the Committee have done, from the conditions in the Bombay
Presidency to those in Madras. In these circumstances, His

34879 . Az
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Majesty’s Government have not seen their way to force upon the
Madras Government a system to which not only they and the
Government of India, but also so far as can be judged, a substantial
body of public opinion in the Presidency, are strongly opposed.
Accordingly provision is made in the Order that all the territorial
constituencies in Madras shall be single-member except in those
cases where a seat is to be reserved for Scheduled Castes and in six
other cases, and that such plural-member constituencies as will thus
remain are all two-member constituencies. '

5. On the other hand, His Majesty’s Government feel no doubt
that the Committee are right in their recommendation that,
wherever there are plural-member constituencies the method of
voting (except in a few cases for special reasons) should be that
which they describe as cumulative. The Madras Government advo-
cated, for all plural-member constituencies, the system of the
single non-transferable vote; the Punjab Government and the
Central Provinces Government would have preferred the dis-
tributive vote.* The Government of India, however, whose
view His Majesty’s Government accept, consider that the cumula-
tive vote will not only give greater protection to minorities than
the distributive system—it should be mentioned that the system
has been in force for the past 15 years in the Bombay Presidency
where this has been found to be one of its advantages—but that it
is also ‘elastic and enables the voter to distribute his support in a
manner which would be impossible with the single non-transferable
vote. The latter would, in their view, tend to intensify caste
division and, if used in constituencies in which seats are reserved
for the Scheduled Castes is likely to be challenged in some quarters
as being inconsistent with the Poona Pact.

6. The Governments of Madras and the Central Provinces have
urged that the electors for the University seats should be confined
to the Senate and Court and should not include graduates, and the
Government of India agree with. their view. His Majesty’s Gov-
ernment see no sufficient reason, however, to vary the Committee’s
recommendation on this point, which is that the existing system
should be maintained, whereby members of the Senate and
graduates  of seven years’ standing should exercise this franchise.

7. His Majesty’s .Government have in the main adopted the
Committee’s recommendations, following those of the T.othian Com-
mittee, for treating Trades Unions as the basis of one form of
constituency for the return of labour representatives. The Madras
and Bihar Governments are opposed to this : the Bombay Govern-
ment on the other hand are anxious to utilise Trades Unions to
an extent and in a manner which His Majesty’s Government

* All three methods of voting are described in paragraphs 44-52 of Volume I
of the Committee’s Report. The cumulative method, which is adopted in the
Order, is indicated in paragraph 14 of Part I of the Legislative Assemblies

Order.’’



5

cannot, regard thé conditions -as warranting. But they .entirely
agree with the Committee (notwithstanding the’ objection of the
Bombay Government) that, having regard. to thé somewhat
rudimentary development of trade unionism in India and to ‘the
instability of individual unions, a union which is to undertake the
responsibility of returning representatives to the Legislature must
satisfy reasonable conditions. It has not been found possible, after
consultation with the provincial. Governments, to adopt as they
stand the Committee’s recommendations for  the achievement of
this object, but the provisions of paragraph 24 ‘of Part I of the
Order (and the corresponding. provision-in other Parts) translate
the spirit of their recommendation into the only:form in.which it
appears to be practicable : and His Majesty’s Government commend
this solution for the approval of Parliament.

8. His Majesty’s Government have: been unable to ‘accept the
proposal of the Bengal Government, which the Committee endorsed
in paragraph 527 of their: Report, that where election by trade
unions is indirect the votes should be cast by the executives of the
union, the number of votes at the disposal of each union being °
proportioned to the membersh1p of the union. Such a system
appears wholly at variance with democratic principles and the Order
accordingly provides that the voters in Trades Union constituencies
where the method of election is to be indirect are to be delegates
specially elected for the purpose.

9. It should be added that the opportunity offered by these Orders
has been taken of utilising the power which the Act provides
(s: 308 (4)) of modifying the provisions of the Sixth Schedule to
the Act for the purpose of increasing in four Provinces—Madras,
the United Provinces, Bihar and Orissa—the Scheduled Caste elec-
torate by providing further differential qualifications. Closer
estimates of the number of voters likely to be enfranchised for the
Lower Chamber by the prowsmns of the Sixth Schedule as they
stand have shown that it is probable that in the Provinces named
the Scheduled Caste electorate would be appreciably below 10 per
cent, of the Scheduled Caste population—a -percentage which the
Franchise Committee recommended as a minimum and. -which His
Majesty's Government are anxious as nearly as may be to secure.
A further modification has been made to remove in Madras the
necessity at the first elections for application by women who areé
entitled ta be. registered on the -basis' of their husband’s
qualifications. Finally, while the Orders’ provide that election to
seats reserved. for women shall be' by ‘special: territorial constitu-
encies, the voters in most Provinces being those (both men and
women) possessing the necessary qualifications, it has been thought
advisable in two Provinces—the Punjab and Sind—to’ eonfine" to
women the electorate for'{:he seats allotted to Muhammadan women.
Although the " women’s organisations have; in general expressed
themselves as being opposed to-such a prowsmn, ‘His Majesty’s
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Government feel no doubt that Muhammadan opinion in"general in
the Punjab and Sind is most strongly opposed to their women candi-
dates being forced .to-solicib the votes of men ; they have, therefore,
decided that the principle adopted in the Act with regard to the
electorate for,the Muhammadan women’s seats in Bengal and Bihar
should be extended to the Punjab and Sind.

~.BURMA.
HOUSE OF REPRESENTATIVES ORDER
SENATE ELECTIONS ORDER

10. The purpose of these two Orders is likewise to complete the
provisions made by the Government of Burma Act, 1985. Section 17
of the Act prescribes a bicameral Legislature and the strength of
each Chamber ; the Third and Fourth Schedules provide for the
qualifications for membership of, and for the distribution of seats
in, the House of Representatives, the method of filling the geats in,
and the qualifications for membership of, the Senate, and the
franchise for the general constituencies for the House of Representa-
tives. All provision on substantial points is made for the Senate
in ‘the Third Schedule to the Act, and, accordingly, the content of
the -draft Senate Elections Order is confined to matters compara~
tively of detail for which if is more appropriate to make provision
by Order in Council rather than to leave them to Governor’s Rules
and Acts of the Burma Legislature.

11. But the provision made in the Act and Schedules for the
House of Representatives is not complete; and Sir Laurie
Hammond visited Burma, -and, after consultation there with the
local Government and with a representative Advisory Com-
mittee, made recommendations (which also -were laid before
Parliament on 2nd March—Cmd. 5101) for provisions to deal
with the matters affecting the House of Representatives which
are not covered by the Act or the Schedules. His Report makes
recommendations for the definition of the territorial constituencies,
for the qualifications for the electorates and the candidates in the
special constituencies, and for the method of voting in the four
multi-member constituencies contemplated. There are to be two
multi-member constituencies among the general constituencies (viz.,
the European and the Anglo-Burman, for both of which the area
is the whole of Burma) and two among the special, Commerce and
Industry, constituencies ; for these four constituencies which, unlike
the multi-member constituencies in Indian Provinces, contain no
racial or communal minorities Sir Laurie Hammond, in deference
to strong local opinion, recommends the employment of the
distributive vote.

Sir Laurie Hammond’s recommendations have been accepted in
all respects without modification, and effect is given to.them in
the draft House of Representatives Order.

(36014—36) Wt. 3910—1340 750 8/36 P.St. Q.373
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I.—Explanatory Memorandum,

{a) DaaFr GOVERNMENT OF INDIA (COMMENCEMENT AND
Transitory Provisions) OrpEr, 1936.

The primary purpose of this Order is to fix the date for the
commencement of Part III of the Government of India Aet, 1935,
the date more commonly described as ‘‘the commencement of
Provincial Autonomy.” For the purpuses of section 320 of the
Act (under which this Order is, in part, to be made) the expression
* the commencement of Part III of this Act ” means the bringing
into operation of the whole Act (other than Part II relating to the
Federation), except so far as express provision is made to
the contrary; and the section enables particular provisions to
be brought into force at earlier or later dates than that fixed
geneérally as the date for the ““ commencement of Part II1.”

Paragraph 3 of the Order fixes the date for the commencement
of Part III, namely, 1st April next, and further provides that the
provisions relating to the Railway Authority (Part VIII and
Schedule VIII) and to the Federal Court (Part IX, Chapter I) are
not to come into operation as the result of this Order, but that a
separate Order will be required to bring those provisions into
operation, and further that the operation of section 232 (which
relates to the pay and allowances of the Commander-in-Chief) is
to be postponed uutil the establishment of the Federation. The
reason for this last provision is that, until the Federation is
established, the existing provision for the pay, allowances and
leave of the Commander-in-Chief is continued by sections 85, 86
and 87 of the Ninth Schedule to the Act.

Paragraph 4.—Since the mew Provincial Governments and
Legislatures are to be in being on lst April 1937, it will clearly
be necessary to arrange for the election of the Legislatures some
time in advance of that date. The actual general elections will
probably be held in most Provinces in Kebruary next, but a
lengthy process preliminary to the elections—the preparation -of
electoral rolls (on which work has already provisionally begun),
the publication of the rolls, the hearing of objections, the final
publication of the rolls and the primary elections to seleci the
Scheduled Caste candidates—has to be gone through well in
advance of that date. Sub-paragraph (1) of this paragraph makes
the necessary provision to enable this to be done.

Sub-paragraph (2) makes applicable to the existing Indian
Legislature; which will continue in being pending the creation
of the Federal ILegislature, the provisions of section 68 (2)
debarring membership of both a Provincial and the Central
Legislature.

A2
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T'he purpose of sub-paragraph (3) is to enable the electious to
the Upper Chambers of the two Provinces where part of the
membership of the Upper Chamber is elected by members of
the Lower Chamber to be held before the Lower Chamber has
actually met as such, and consequently before the newly-elected
members have taken their seats and the oath.

Paragraphs 5 and 6 are designed to provide a form of financial
machinery which will be adapted to the transition from the existing
to the new system. Power is accordingly given to the Governor
in his discretion as a purely temporary measure—

(a) to authorise appropriations from provincial revenues
for a period which may extend up to six months from the
1st April 1937 ; and

(b) to continue for a perind not exceeding twelve months
from the same date any existing taxation in the Province
which, in the ordinary course, would require legislation to
continue it beyond 31st March.

The assumption underlying these provisions is that, within six
months, a budget session should be held at which estimates for
the whole year would be laid before the Legislature, though, in
effect, the Legislature would necessarily be dealing only with -
expenditure for the second portion of the year.

Paragraph 5 (3) also gives the necessary power to regularise the
expenditure (if any) incurred in the financial year ending 31st
March 1937, in excess of budget provision.

Paragraphs 7 and 8 provide for winding up the old Provincial
Legislatures and the removal from the Central Legislature of the
Burma members.

Paragraph 9.—Section 292 of the new Act continues in force
all existing British Indian law, subject to its repeal or alteration
after the commencement of Part III by the competent legislative
authority. There is, however, no provision, either in this section
or elsewhere in the Act, which enables the Central Legislature to
pass legislation before the commencement of Part III which shall
come into force on or after the date of the commencement of
Part III. This paragraph is designed to give, for a limited period,
this enabling power, which will be required in particular for the
annual Finance Act.

Paragraph 10.—The purpose of this paragraph is to enable the
existing agency functions performed by Provincial Governments
on behalf of the Central Government to be carried on for a period
sufficient to enable the mew Governments and Legislatures to
reconsider ang, if necessary, modify under their own new powers

M

the existing position.
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Paragraph 11.—Section 225 (2) of the new Act, which will be
brought into force by paragraph 1 of the Order on 1st April
1937, contemplates the existence of an Advocate-General for the
Federation. For this reason, and for other administrative
reasons, it is desirable that the office of Advocate-General
contemplated by section 16 of the Act should come into existence
on 1st April next. This paragraph makes provision accordingly ;
section 16 will, of course, during the transitional period be
construed in the light of the provisions of section 313 (3).

Paragraph 12.—This, in effect, corrects an oversight in the
Act. It was intended, in re-enacting through the Ninth Schedule
section 67 of the old Act, to retain that portion of subsection (2)
which is referred to in this paragraph, whereas the whole sub-
section was inadvertently omitted.

Paragraph 13.-—-Under sections 26 and 27 of the old Act the
accounts of the Secretary of State in Council are required to be
audited annually, and to be laid annually, together with the
Auditor’s Report, before Parliament. This is an obligation which
necessarily ceases with the commencement of the new Act. But,
under the terms of these sections, the accounts which are annually
presented to Parliament in May are those ‘ for the financial year
preceding that last completed,” that is to say, in May 1937
the accounts to be laid would be those for the year 1935-36.
Accordingly, if sections 26 and 27 were merely repealed with
effect from the commencement of Part ITI, the Secretary of State
and his Auditor would be precluded from carrying out the
obligations imposed on them by those sections in respect of the
accounts for the years 1935-36 and 1936-37. The object of this
paragraph is, therefore, to continue the obligations imposed by
sections 26 and 27 of the existing Act until they are completed, not
including, however, the annual statement referred to in section 26 (3).

Paragraph 14,—This is a technical provision of a transitory
character to give a meaning to such terms as “individual
judgment” in relation to certain preparatory steps which have to
be taken (in accordance with the provisions of the Act) before
st April next.

Paragraph 15.—Sub-paragraph (1) continues in office any
person who is not a British subject pending -the regularising of
his position in accordance with the provisions of section 262
of the Act.

Sub-paragraph (2) is intended to preserve the “conditions of
service ' secured by certain existing Indian Acts. to persons
appointed under those Acts until these provisions can be replaced
by rules under the new Act, ' :
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(b) Drart GovERNMENT oF BurMA (COMMENCEMENT AND
TransiTory Provisions) Orber, 1936.

Owing to climatic and other local conditions which limit the
seasons at which a general election can satisfactorily be conducted
in Burma and sessions of the Legislature held, the procedure
proposed for the transition from the provisions of the present to
those of the new Act is different from that proposed for the Indian
Provinces.

Paragraph 3 should be read with the First Schedule, which

sets out the provisions of the new Act which are to be brought into
operation by the Order, in advance of the date for complete
commencement, for the purpose of enabling elections for the
House of Representatives to be held in this coming autumn and
the Legislature to be summoned and exercise its powers, subject
to the limitations laid down in the second sub-paragraph and
elsewhere in the Order, at a session to be held in February—
March 1937.
. Part IT is not brought into force; consequently the new
Executive is not authorised to function before the 1st April, and
therefore the provisions of the new Act which are brought into
force must be subject to. modifications which have the effect of
conferring on the present Executive the relations with the Legis-
lature which are conferred by the Act on the new Executive.
This is secured by the third sub-paragraph to paragraph 3, read
with the Second Schedule.

The second sub-paragraph specifies the scope of legislation
which will be permissible during the special pre-separation session
of the new Legislature which the Order authorises.

Paragraph 4 indicates the dates between whlch the special
pre-separation session may be held.

Paragraph 5 contains a provision different from that of the
corresponding Indian Order, but necessary in the case of Burma
because in Burma the Legislature established by the new Act is
to meet and exercise some of its functions before the Act
commences, whereas in the Indian Provinces this is not contem-
plated. A difficult situation might be created if the Legislative
Council of Burma only stood prorogued at a period when the
Legislature set up by the new Act is actually in session.

The effect of paragraph 6 is (i) to state that the new Legislature
has no powers in relation to expenditure required to be incurred
before the 1st April 1937, and_(ii) as the Legislative Council of
Burma is by paragraph 5 no longer in existence, to give the
Governor in his giscretion power “to authorise expenditure over
and above that authorised by the 1936-37 Budget which has to be
incurred in the latter months of the financial year 1936-37, and
which would, if the Legislative Council were still in existence, be
authorised by supplementary grants passed by it,
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Paragraph 7.—This provision surmounts simultaneously two
difficulties, the continuance in separated Burma of an expiring
Indian law and the transfer to the authorities of separated Burma
of a function which is at present that of the Central Government
and cannot be discharged by the Executive in Burma (for Budget
framing purposes) until after the commencement of the financial
year 1937-38—a date which would, in the particular circumstances,
be embarrassingly late. The proviso empowers the Governor to
maintain or reduce or waive the surcharge at present levied in
India including Burma.

The second sub-paragraph is designed to deal with certain rather
technical sequele of the transfer to the authorities of separated
Burma of the responsibility for administering Income Tax laws.

Paragraph 8.—The Indian Post Office Act contains a schedule
of maximnm charges for inland postage, and, since these are not
always adequate, the practice is to append to the annual Finance
Act—an expiring law—an overriding schedule fixing the actual
charges for the current year. The schedule so laid down in the
Finance Act, 1936, will expire on 31st March 1937, and unless
provision is made in this Order the maximum charges laid down
in the schedule to the Indian Post Office Act will have to be
operative in Burma. These rates are too low in respect to inland
charges and they do not deal with the matter of any new charges
which may be required to cover postal communications between
separated Burma and continental India. Accordingly the
Executive Government of Burma, in the person of the Governor in
his discretion, is given latitude to fix, before the beginning of the
financial year 1937-38, postage charges for that year (but not
limited specifically to that year).

Similar considerations apply to the question of telegraph rates.

Paragreph 9 (with which the first paragraph of the Second
Schedule should be read) explains in the first and second para-
graphs by what authorities the functions allotted by the Act to
the Governor in his discretion, or exercising his individual
judgment or on the advice of his Ministers, as the case may be, are
to be discharged before those provisions of the Act are in force by
which the Governor is authorised or required to act in discretion
or in the exercise of individual judgment, and by which the
Council of Ministers is authorised to be set up.

The effect of sub-paragraph (3) is that if the Executive or the
Legislature of Burma, in the anticipatory exercise of the powers
accorded by the Act, deal with a matter which could not now be
dealt with by the Government of the Province of Burma without
the prior sanction of the Governor-General, they shall do so under
the superintendence, not of the Governor-General, but of the
Secretary of State.

Paragraphs 10 and 11 correspond respectively to paragraphs 14 (2)
and 15 of the Indian (Commencement) Order,



8

{¢) DrAFT GOVERNMENT OF IND1A (DISTRIBUTION OF REVENUEb)
OrbER, 1936.

This Order is designed to give effect to the recommendations
made by Sir Otto Niemeyer which are saummarised in paragraph 37
of his Report (Cmd. 5163). The Provincial Governments and the
Government of India were invited to express their views on
the Report, which are printed, together with the Secretary of
State’s conclusions, below.
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II.—Views on Sir Otto Niemeyer’s Report (Cmd. 5163).

(i) THE GOVERNMENT OF INDIA
(dated 14th May 1936).

1. We wish, at the outset, to express our great appreciation of
the service which Sir Otto Niemeyer has rendered to India in
making the survey of Indian Finances contained in his Report and
in undertaking the task of trying to satisfy all the Provinces as
well as the Centre from resources which are not indefinitely
expansible.

2. Sir Otto estimates the cost of his recommendations at about
2 crores a year, diminishing by a few lakhs as the special non-
recurring grants to Orissa and Sind run off To this figure must
be added the cost of the decentralisation of balances and the cost
of the debt consolidation scheme referred to in Appendix 1IL

Altogether, the Government of India calculate that the initial
cost of all these adjustments is about 2% crores a year, of which
2 crores will fall directly on the Budget and % crore will be a
diminution of capital repayments. The consolidation proposals
also involve a spreading of repayment instalments which will have
the effect of increasing somewhat the interest charges in the
Central Budget in the early years, though the increase will be
counterbalanced by corresponding decreases later on.

3. The figures of the initial cost are in excess of anything that
the Government of India have hitherto contemplated ; but never-
theless, having regard to the supreme importance which is
attached to giving Provincial Autonomy a fair start, they are
prepared fo accept the conclusion reached by Sir Otto’ in
paragraph 18 of his Report (viz. that His Majesty’s Government
may safely propose to Parliament that Part III of the Government
of India Act, 1935, should be brought into operation as from
1st April next), provided that there is no question of increasing in
any appreciable degree the total of the initial assistance recom-
mended, and provided that it is clearly understood that it may
be necessary to retain the remainder of the surcharge on Income
Tax and Super Tax, at any rate for some time after 1st April 1937,
in order to maintain a balanced Central Budget. Incidentally, we
desire to indicate that we attach very great importance to the
general adoption of the arrangements which we have proposed
for the decentralisation of balances and the consolidation of
pre-Autonomy debt, and to express our earnest hope that these
arrangements will have your full support. Indeed, we go so far
as to say that we regard them as an integral part of the initial-
financial adjustments. In this connection, we wish to correct a
misapprehension which appears to exist, that some Provinces will
get large uncovenanted bepefits from these arrangements. The.

B
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greater part of the gain shown in Appendix III represents merely
the immediate budgetary effect of spreading debt repayments over
a longer period. In the later years, of course, the result of this
spreading will be to prevent budgetary reductions which would
otherwise have taken place.

4. The next question which arises out of the Report is whether
the Central Budget can continue to sustain the burden involved
by these initial adjustments plus the cost of the separation of
Burma (estimated at 2% crores per annum) and in addition can
forgo in stages over the following ten years a further sum. of at
least 6 crores. Naturally, we have had to frame, for the
information of Sir Otto Niemeyer, such a forecast as we could
reasonably make of our position in the years to come. Inevitably
these estimates are invested with great uncertainty. The factors
which make for uncertainty are, with two exceptions, set out by
Sir Otto. Those exceptions are the possibility of India being
involved in war and the possibility of internal political disturbances
of such a magnitude as materially to affect the prosperity of the
country. The former possibility no calculation can take into
account ; the latter the Government of India think that they may
safely reject. For the rest, there falls still to be considered the
position of the Railways and the possibility of the law of
diminishing returns setting in in connection with Customs revenue,

5. As regards the Railways, the Government of India have no
hesitation in saying that, unless their solvency on the basis of a
full commercial accounting system can be restored, and that before
very long, the latter stages of the programme envisaged by Sir
Otto Niemeyer will be quite impossible of execution. At present
it is hoped that deficits can be met without depleting the existing
reserve of 9 or 10 crores, but in the not distant future the annual
demand for renewals and replacements is bound to increase
considerably; and unless, in the meantime, a position of complete
solvency has been reached, the reserve will rapidly become
exhausted, with the consequence of a call upon the Central
Budget. The Government of India have under consideration
practical steps to be taken in this connection and they hope to
approach the Secretary of State shortly in the matter.

6. As.regards Customs, the general level of the tariff is now so
high that the maintenance of the aggregate yield, which is by far
the most important single factor in the whole revenue position, has
become a somewhat precarious task. There is plainly no further
reserve which could now be drawn npon to meet an emergency, as
was done twice in 1931; and any serious relapse in the value of
India’s import trade would inflict damage which would be beyond
the remedy of a mere increase of the tariff. Even if we exclude a
further deterioration in the conditions of international trade, the
present pitch even of the revenue duties is itself liable to provoke
regressive tendencies, The Government of India therefore consider
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that any material increase in the tariff will endanger the practic-
ability of the plan ; they conceive, in fact, that in order to conserve
the revenue yield it will be necessary from time to time to propose
reductions of particular duties.

7. The question now is whether, subject to the considerations
set out above, the programme recommended is regarded by the
Government of India as feasible and acceptable. On this, the
Governmeni of India are bound to observe that they had hoped
that, in view of the initial assistance to the Provinces recommended
by Sir Otto being far greater than was originally contemplated,
the proportion of the divisible Income Tax receipts to be
permanently retained by the Centre would be fixed at two-thirds
and not one-half. However, recognising that the Report is in the
nature of a quasi-arbitral award, the Government of India content
themselves with saying that they hope and have fair reason to
believe that Sir Otto’s programme is feasible. In making this
statement they rely, of course, on the powers of the Governor-
General under the proviso to section 138 (2) of the Act, to which
Sir Otto pointedly draws attention in the concluding words of
paragraph 32 of his Report; but they would obviously have felt
considerably more confident that the delaying power would not
need to be invoked if the percentage allocated to the Provinces had
been fixed at 334.

8. In this connection, the Government of India cannot refrain
from referring to some of the implications of the Report. Those
which relate to the solvency of the Railways and the general level
of the Customs tariff have already been dealt with. That relating
to the permanent retention of the remaining surcharge on Income
Tax and Super Tax raises very difficult questions which cannot
be fully discussed here. But we do say that, so far as we can
estimate, the adoption of the suggestions contained in paragraph
31 (1) of the Report would not enable the Centre appreciably to
increase the scale of the initial subventions, though it would
obviously advance the date when a distribution of Income Tax to
the Provinces commences, and it would render more certain the
completion of the full programme within ten years. In any case,
whether the surcharges are retained permanently or only
temporarily, it seems to us indubitable that, in fecommending a
settlement so generous to the Provinces, Sir Otto has rendered it
difficult in the next ten years for the Government of India either
to increase its exiguous provision for sinking fund to a reasonable
figare or to reduce those indirect taxes which are an undue burden
either upon enterprise or upon the consumer, except in cases
where such action would- be clearly advantageous to the revenue.
Indeed, unless prosperity returns at a quicker pace than now
seems likely, both the present Government of India and its
Federal successors will find their freedom of action in the financial
sphere uncomfortably limited, ,
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9. Finally, the Government of India would wish to mention
one point of detail in regard to the first period of five years after
Provincial Autonomy. Sir Otto recommends that the Provinces
should, during this period, get any sums by which the divisible
pool of Income Tax exceeds 13 crores, less any contribution to
(Gteneral Revenues from the Railways. He explains that this
Railway contribution is to be assessed in accordance with the
present separation Convention. But this is not in itself a precise
basis of assessment, and indeed it would be quite possible within
the present Convention to render Sir Otto’s recommendation
nugatory. For example, if surpluses are applied first to replace
the -sums borrowed from the Depreciation Fund, no contribution
can possibly arise. The Government of India assume that the
Secretary of State will provide in the Order in Council against a
possibility such as this. On the other hand, they wish to point
out that they have for some time been considering whether, and
have now actually decided, to remedy the present accounting
rules under which an excessive amount of expenditure upon
renewals and replacements is charged to capital. The plan
decided on involves reducing the charge to capital and increasing
the net charge both against revenue and against the Depreciation
Fund. In a normal year it will mean an additional charge of
something like 25 lakhs against Railway revenues, and they
assume that there is no question of regarding it as inconsistent with
the Report, which clearly could not intend that the Centre should
make payments on revenue account to the Provinces at the
expense of an illicit expansion of the Railway capital account.

10. So far we have thought fit to set out our own views without
specific reference to the views expressed by the Provincial
Governments. For the most part, these take the form of asking
for more for themselves and of complaining that other Provinces
have been treated too well. The cost to the Central Budget of
the various additional demands now put forward is nearly 1 crore
a year a8 from 1st April next, while there is a further proposal
that the Centre should forgo an additional crore or more a year
by way of reduction of the Jute Duty not later than ‘1st April 1942,
We wish to make it clear beyond a peradventure that we see no
prospect whatever of being able to undertake additional burdens
of this magnitude, or indeed, as we have previously tried to show,
of any appreciable size at all. This means that, if concessions are
to be made to individual Provinces, it can only be done at the
expense of other Provinces and not of the Centre. And, for our
part, we see great difficulties in any re-distribution of relief,
which may easily }\:reate more discontent than it alleviates.

11. Apart from'these general observations there are a few
specific points which require mention.

Assam.—We are tlear that Sir Otto deliberately limited the
cancellation of debt to,that incurred prior to 1st April 1936, There
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are obvious reasons for such a course, but, apart from that, the
residual relief which he recommends is definitely assessed on that
basis.

Sind.~—The Government of India would point out that the sub-
ventions proposed are equivalent to a capital gift of something like
20 crores, so that in effect a very large part of the Barrage debt is
being cancelled. But in our opinion it is important that Sind
should retain an incentive to make the Barrage remunerative as a
business proposition. On the basis of present estimates, the
Barrage will ultimately yield a considerable net annual surplus
after allowing for the complete cessation of the subvention.

Bihar.—This arithmetical argument is clearly invalid. There
can be no doubt that, if the debt had first been made less onerous
by being spread over a longer period, Sir Oito Niemeyer would
have assessed the relief immediately required, not at 25 lakhs, but
at some smaller figure.

Bengal.—(a) The proposal that the datum line of divisible
Income Tax receipts for the first five-year period should be fixed at
12 and not 13 crores is unacceptable. The latter figure was doubt-
less fixed, after a review of a forecast of the Central budgetary
position year by year, at the minimum which would reasonably
promise equilibrium. At all events, that is definitely our view of
the situation.

(b) As regards the distribution of Jncome Tax between Bengal
and Bombay, we clearly can have nothing to say except perhaps to
point out that Sir Otto explains that bis proposals are not based on
any uniform combination of population and residence.

(¢) We have already made 1t clear that we see no chance of
being able to relinquish any further part of the Jute Duty by
1942, or indeed by any specific date. In the circumstances, we
deem it unnecessary to argue on the merits of this proposition.
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(ii) THE SECRETARY OF STATE FOR INDIA
(dated 20th May 1936).

1. I have now received the views of each of the Provincial
Governments and of Your Excellency’s Government upon Sir
Otto Niemeyer's Report, and having carefully examined these
communications I have reached the conclusions which are set
forth below. In order that full information of the considerations
that I have had to weigh may be available, I propose to present to
Parliament both the views of the Governments in India and this
reply.

2. I cordially join in the acknowledgments which are due to
Sir Otto Niemeyer for undertaking the responsible and difficult
task that was allotted to him and for the manner in which he has
discharged it. No problem connected with the process of
constitutional reform in India has given rise to a greater conflict
of views and interests than the matter of finance, and it is indeed
fortunate that one who combined such exceptional experience and
authority with complete detachment from Indian controversies
was able to assist in the final stages of its solution. There could
be no more striking evidence of the formidable complexity of the
issues upon which he has delivered so clear a judgment than the
documents now under review. :

3. Sir Otto’s task had two aspects. On the one hand he was
appointed to conduct an independent investigation of the present
and prospective budgetary positions of the Government of India
and of the Governments of the Provinces before final decisions
were taken by His Majesty’s Government and Parliament as to
the date for the introduction of the new Provincial Constitutions.
On the other hand, he was required to make recommendations
for the completion, by Order in Council, of the scheme of
financial relations between the Centre and the Provinces embodied
in the Government of India Act, 1935, and for other adjust-
ments ancillary to that scheme. The matters remaining to be
determined by Order in Council were the allocation between
the Centre and the Provinces of the proceeds of Income Tax
and the Jute Export Duty and the prescription of grants in aid
of the revenues of such Provinces as were found to require
assistance in this form. The two aspects of the Enquiry are
connected by the objective, inherent in the constitutional plan,
of equipping the Provinces with at least a sufficient minimum
of resources at the outset, and of providing them with further
resources in the future; for questions at once arise both of the
ability of the Ceniral Government to surrender a part of its
present resources and of the manner in which the sums available
should be distributed among the Provinces.

4. Sir Otto’s conclgsion upon the general question of the
adequacy of financial iesources is “ that the budgetary prospects

i



1

[51

of India, given prudent management of her finances, justify the
view that adequate arrangements can be made, step by step, to
meet the financial implications of the new constitution” (para-
graph 8); and, after making recommendations to meet the
immediate needs of the Provinces, he adds specifically : * From
the financial point of view, I corclude that His Majesty’s
Government may safely propose to Parliament that Part III of
“the Government of India Act, 1935, should be brought into
operation a year hence ” (paragraph 18). These conclusions have
been reached after an expert and exhaustive examination of the
position in consultation with the financial authorities of each of
the Provinces and of the Government of India, and must accord-
ingly command respect. _

It was perhaps inevitable that, so long as a final decision had
not been pronounced upon the extent of the benefits that each
Province might expect to receive, the comments of the Provincial
Governments should, generally speaking, have been designed
mainly to emphasise their individual difficulties and natural
desires for greater resources. In any case, it was scarcely to be
expected that, where aspirations considerably outrun financial
possibilities and expectations have risen high, and where the
effects of the setback that accompanied the depression are still
keenly felt, the necessarily limited proposals now under con-
sideration would receive from this quarter an unqualified
welcome. I fully realise, indeed, that the financial administration
of all the Provinces will continue to demand great caution and

. that the budgetary problems of some Provinces will present
difficulties. 1 see no reason, however, to believe that these
problems need prove insoluble, and I find confirmation for this
view, not only in Sir Otto Niemeyer's judgment, but also in the
fact that no Provincial Government makes any suggestion that
the introduction of Provincial Automony should be delayed on
financial grounds.

On the other hand, the problem of the ‘Government of India
in finding some 5 crores, partly to assist the Provinces and
partly in consequence of the separation of Burma, demands
consideration. Sir Otto Niemeyer was far from ignoring the
implications of this problem, which are further emphasised by
the Government of India. =Tt is clear that the Central Government,
no less than the Provincial Governments, will have to direct its
financial policy with special care; but I do not understand that
the Government of India anticipate insuperable difficulties, and
I share this view. '

5. In considering this question it is well, I think, to appreciate
the extent to. which such practical difficulties as remain to be
overcome are inherent in the existing situation, independently of
the prospect of constitutional reform. The anxiety of the Provinces
for a more liberal allotment of resources has been continuously



16

manifested over a long period. Moreover, the problem of chronic
deficits in certain of the Provinces could not much longer have
been left unresolved. These are the major factors in the situation
and would have to be faced even if no change in the existing
form of government was contemplated. Beside them the cost of
such changes as enlarged electorates and Legislatures, which are
connected with the new constitution, is relatively insignificant.

It is, of course, clear that the solution of all these problems
might have been simpler had they been under consideration in
more propitious economic circumstances. Unless, however, a
completely unforeseeable setback occurs, the position will
evidently be markedly better than could have been anticipated -
at the time when the framework of the new constitution was
under discussion. It will be recalled that the Joint Committee
gave special attention to the financial background of the reforms
and concluded that Parliamept would, at the appropriate time,
require an assurance from His Majesty’s Government that the new
constitution could be inaugurated without thereby aggravating
the financial difficulties to a dangerous extent. In my view the
assurance that may now be given can be framed in appreciably
more positive and hopeful terms.

After full consideration I entirely accept Sir Otto Niemeyer's
conclusion, and I have no hesitation in proposing, with the
concurrence of Your Excellency’'s Government, that 1st April 1937
should be appointed as the date for the commencement of
Provincial Autonomy. A draft Order in Couneil for this purpose
{(upon the technical details of which the Government of India and
Provincial Governments have been separately consulted) will
shortly be submitted to Parliament.

6. In regard to the second aspect of Sir Otto Niemeyer’'s
Enquiry, it is evident that the past history of the discussion of
financial relations between the Centre and the Provinces afforded
no good reason to hope that his recommendations would be
inmediately acceptable to all the parties concerned. As the
Joint Committee pointed out, the problem of the allocation of
resources in a federal system has everywhere proved singularly
intractable, for the conflict of interests that arisesis practically
incapable of complete resolution. The assessment of the relative
financial needs of the Centre and of the Provinces collectively is a
sufficiently difficult task, but the other facet of the problem—the
adjudication of the rival claims of the Provinces—gives rise to
issues of even greater delicacy. I share the Government of India’s
view that in both respects Sir Otto’s Report must be regarded as
in the nature of a quasi-arbitral award, and it is accordingly clear
that such a nicely-balanced scheme could not properly be disturbed
except for the strongest reasons. ,

I have examined the recommendations closely on this basis. So
far as concerns the aggregate assistance to be afforded to the
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Provinces, I am not prepared to dissent from the Government of
India’s view that it is' out of the question at the present moment
for the Central Government to undertake greater commitments,
immediate or prospective, than Sir Otto has recommended. In
_these circumstances it is, of course, clear that any material
alteration in the treatment accorded to particular Provinces can
be made only at the expense of other Provinces. How extensive
is the field of controversy to which this would lead is readily
apparent from the conflicting views of the Provincial Governments
that are before me. Each Province is inevitably convinced of the
strength of its own claims and is bound to experience difficulty in
appreciating the significance of its case relatively to the circum-
stances of other Provinces. It cannot be overlooked that Sir Otto
Niemeyer has brought an independent judgment to bear on this
subject, and that he has had an exceptional opportunity of
appreciating the problem as a whole. It is my considered view
that he has achieved as equitable a settlement between the various
contestants as the case allows. I propose accordingly to accept
his recommendations as a whole.

7. Before accepting the recommendations as not only equitable
but practicable, I have paid attention to the special problems that
are mentioned by the Government of India. As regards the
financial position of the Railways, I note with satisfaction that
the Government of India have the matter actively under con-
sideration, and Your Excellency’s Government may count on my
support in any measures that may be necessary for the improve-
ment of the position. ‘

I note the Government of India’s view regarding Customs
revenue, which is a matter that will undoubtedly call for the
most careful consideration in the near future.

The question of the remaining surcharge on Income Tax is, as
the Government of India point out, one of some difficulty; and
although it is only one aspect of the general budgetary problems
which will arise from time to time, I feel bound to say at once,
with reference to their observations on this subject, that, if the
scheme of finance upon which the successful operation of
Provincial Autonomy depends is found to necessitate the con-
tinuance for some time longer of this burden (either in its
present or in any equivalent form), I shall accord my full support
to the Government of India.

I agree that in any case there is bound to be some uncertainty
whether the programme for the transfer of Income Tax to the
Provinces can be fully realised, and in this connection I think it
well to associate myself with the warning given by Sir Otto
Niemeyer in paragraph 32 of his Report. While every effort will
be made, so far as I am concerned—and also, I have no doubt, by
the Government of India—to fulfil the hopes now extended to the
Provinces, the scheme cannot be assumed by them to represent a
final commitment. At the same time, with reference to the

C
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Government of India’s observations as regards the Provincial
percentage, I am bound to emphasise the importance that I attach
to securing the maximum possible ultimate distribution to the
Provinces, for which reason I welcome both Sir Otto’s proposal
and the Government of India’s view, which I share, that there is
fair reason to believe in its feasibility. It is relevant to remember
that a mistake in fixing the percentage unduly low cannot be
rectified, since the percentage originally prescribed is incapable
of increase by a subsequent Order in Council. Against any
mistake in the contrary direction, however, there are the safe-
guards both of the Governor-General’s delaying power, to which
attention has been drawn by Sir Otto and the Government of
India, and in the last resort of a possible reduction in the
percentage by an amending Order.

8. In view of my general conclusions already indicated, it would
serve no good purpose to attempt a detailed commentary on the
views submitted by each individual Province. There are,
however, certain specific points upon which a brief comment is
unavoidable; and in the first place I wish to express concurrence
in the Government of India’s observations in connection with the
representations of Assam, Sind, Bihar and Bengal. As regards
Bengal I would add that it cannot, in my opinion, properly be
assumed that the power in respect of the Jute Export Duty placed
by the Government of India Act in the Central Legislature will
not be exercised with due regard to the economic interests of that
Province. On such an assumption, applied thoughout the field
of Central legislation, which of necessity includes subjects that
affect certain units more than others, the federal idea would
be practically unworkable. In so far, however, as there may be
a case for reducing sooner or later the rate of the Jute Export
Duty, I think it necessary to say now that if, on account of such
a reduction, the value to the jute-growing Provinces of their
percentage were materially reduced, it would be necessary to
consider whether, in the circumstances, those Provinces required
additional assistance, either in the form of a change in the Jute
Duty percentage or otherwise.

I appreciate the practical problem that confronts the Government
of the United Provinces, I have, however, not understood that
Sir Otto Niemeyer's recommendation was related to the precise
requirements of each particular year, and I am unable to accept
the suggestion that in the aggregate it need prove inadequate.
Having regard to the circumstances of the United Provinces and
to the special problems that the Central Budget will present in
the first year or two, it appears to me not unreasonable that the
beneficiary should accept assistance in even amounts and make
budgetary dispositions accordingly.

1 sympathise with the natural disappointmeunt of the Punjab
Government that that Province alone of the Provinces of India
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should receive no immediate assistance, except to a trifling degree
through the debt scheme. But I am not satisfied that there are
sufficient grounds for giving any special relief to that Province
which Sir Otto Niemeyer has not recommended. The Central
resources, especially at the outset, are not such that assistance can
be given except when the need is imperative. I have no doubt
that a Province so well endowed with natural resources, and with
- 80 high a tradition of efficient administration as the Punjab, will
in fact, without assistance, be much more favourably situated than
many of the other Provinces, even after allowing for the help
which the latter will receive. The fact that one or two other
Provinces, whose economic strength is perhaps comparable with
that of the Punjab, happen to receive relief owing to territorial
reorganisations and to the debt scheme, cannot afford justification
for granting some equivalent benefit to the Punjab. It has also to
be remembered that additional resources will become available
to the new Punjab Government when Income Tax begins to be
distributed. I note that the Punjab Government consider that
they will be at some small financial disadvantage on the intro-
duction of Provincial Autonomy owing to an expected loss in
connection with the supply of liquor by the Province to other
administrations. Arrangements covering the supply of excisable
liquor by one Province to another will have to be reviewed in the
light of the new constitutional position, and I consider that the
point raised by the Punjab Government in this connection will
require farther examination. )

9. I am submitting to Parliament a draft Distribution of
Revenues Order which deals with Income Tax, the Jute Export
Duty and grants-in-aid to certain Provinces in strict accordance
with Sir Otto Niemeyer’s recommendations. The technical points
in the draft Order have been separately discussed with the
Government of India; but there are certain fundameéntal assump-
tions that I must set forth on the present occasion.

(a) The calculations to which section 138 (1) of the Govern-
ment of India Act gives rise involve certain assumptions ag
to the interpretation of that section, and Sir Otto Niemeyer
has recorded the assumptions that he has made in the annéxed
letter. The Order has been drafted upon the basis of these
assumptions, and as the allocation of appreciable sums is
involved it is necessary that I should make this clear.

(b) It has always been assumed that * Corporation Tax "
{which is allocated by the Act as a Federal source of revenue)
would mean a tax of the nature of the existing Super Tax on
Companies; and the definition in section 311 (2) of the Act
was intended to have this result. Iunderstand, however, that
doubt has arisen whether the definition is entirely satisfactory.
If such doubt is substantiated hereafter, it may be necessary
to ask Parliament to rectify the position,
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(¢) Sir Otto Niemeyer has recommended that, for the
purpose -of the formula which governs the allocation of
Income Tax in the first five-year period, the computation
of the Railway contribution to General Revenues should
be made on the basis provided by the present Railway
Convention, which was formulated in a Resolution passed by
the Legislative Assembly on the 24th September 1924. In
accepting this recommendation, I agree with the Government
of India that the method of application of that Resolution to
the present purpose should, in respect of the treatment of
loans from the Depreciation Fund, the treatment of arrears of
contribution to General Revenues (which are not specifically
mentioned but are <n pari materia), and the improvement
of accounting procedure, be on the lines suggested in para-
graph 9 of their views. The relevant provisions of the draft
Order in Council are intended to give effect to the above.

(d) The provisions of the draft Order in respect of the
North-West Frontier Province grant-in-aid do not bear on
the face of them the qualification that the case of this
Province is to be reconsidered in five years’ time, which was
what Sir Otto Niemeyer recommended. It would, in fact, be
inconvenient to make such provision in the Order; but I wish
to make it clear that the intention is to reconsider the matter
at the end of five years. In this connection I have noted the
concluding comment in the views of this Province, and I think
it desirable to state that, so far as I am concerned, there is no
question of prejudging at the present time any decision that
];may have to be taken in the light of circumstances five years

ence.

(e) The provisions for Sind assume that the Barrage debt
funding scheme will be on the lines recommended by
Sir Otto Niemeyer, and measures to this end are in
contemplation.

10. The scope of the draft Order in Council does not extend to
the decentralisation of balances and cancellation and consolidation
of debt referred to in paragraphs 19 to 21 and Appendix HI of
the Report. These are matters which will fall to be dealt with
immediately before the commencement of Provincial Autonomy
under existing statutory powers (subject to certain amendments
of the Devolution Rules). It is clear in any event that the grant
of the specified assistance to certain Provinces by the cancellation
of debt 1s an essential part of Sir Otto Niemeyer’s scheme, and I
shall assure Parliament that the necessary action in this regard
will be taken. In addition, however, I entirely agree with the
Government of India that the scheme for the decentralisation of
balances and the consolidation of debt must be regarded as an
integral part of the whole plan, and on this basis I have decided
to accept the scheme. The detailed arrangements for its execution
will be separately discussed. )
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ANNEXURE.

Sir, 6th April 1936,
Tn the course of my consideration of the problems arising under
section 138 of the Government of India Act, 1935, it has been necessary
to make estimates of the amouuts which, in various circumstances, would
be assigpable to the Centre and the Provinces respectively. This process
involves certain assumptions as to the precise interpretation of these
provisions ; and since my recoramendations might have been different had
"I not made the particular assumptions which I did in fact make, it is
desirable that I should place them on record.

(1) Although the Act treats “ corporation tax” and “taxes on
income ” as distinct taxes, the present super-tax on companies
(“ corporation tax” nnder the Act) is in practice levied under the
same law and by the same administration as any other form of
income-tax. It is obviously convenient that it should be, but as a
result there are certain difficulties in determining what amount of
the produce of the various forms of income-tax is in fact ‘ corporation
tax ” and what amount is * taxes on income” within the meaning of
section 138,

(a) In the first place, when refunds on account of double
income-tax are given to companies, relief is calculated upon the
basis of the total tax suffered, both income-tax and super-tax.
The amount of such relief in a recent year was nearly
Rs. 90 lakhs. Obviously the question whether so large a sum
is to be regarded as falling entirely upon the wholly Federal
head of “corporation tax " or entirely upon the heads which are
divisible with the Provinces, or partly on the one and partly on
the others, is of considerable importance. A fair workable basis
of calculation is to divide the double tax refunds granted to
companies in any year between “corporation tax" and * taxes
on income ” in the proportion that gross collections of “ corpora-
tion tax” less other refunds granted in that year bear to
collections of company income-tax less other refunds (including
section 48) granted in that year. I have myself adopted this
formula, and I think it should be followed in future practice.

(b) Since a common administration is occupied with all forms
of income-tax, costs of collection are not readily divisible
between *corporation tax ™ and the other heads. The amount
at stake is comparatively small; and I think it would be waste
to attempt an elaborate enquiry (which would have to be periodi-
cally remewed) as to the precise time and money spent in
collecting * corporation tax.” I have in fact divided the cost
of collection of all forms of income tax between “corporation
tax” and the other heads in the ratio that “ corporation tax”
as reduced by refunds in accordance with sub-paragraph (a)
above bears to the other heads of tax as similarly reduced ; and
this practice should similarly be followed in future.

(2)—(u) To arrive at the divisible pool it is necessary to deduct
from * taxes on income ” the proceeds of taxes on Federal emoluments.
Collections under this head, less refunds, can apparently be readily
ascertained from the income-tax returns; but. again, in determining
the amount to be retained by the Centre under this head, regard
must be paid to cost of collection. I have again assumed that the
cost should be proportionate to the yield, after deducting refunds.
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(b) A further deduction has to be made on account of “ proceeds
attributable to Chief Commissioners’ Provinces,” The Act does not
define the meaning of “attributable”; but it appears to me reason-
able (and the first paragraph of section 57 of the Introduction to the
White Paper suggests that it was intended) that the attribution
should be determined by factors similar to those which determine
the distribution of the Provincial share among the various Governors’
Provinces. Having considered the matter on this basis, I recommend
that the Centre should retain, in respect of Chief Commissioners’
Provinces, 1 per cent. of the net tax remaining after the elimination
of “ corporation tax " and tax on Federal emoluments. The divisible
pool, of which the Provinces will receive 50 per cent. according to
their respective percentages, will ke what remains thereafter.

(3) I should not regard these questions of principle as fitting
subjects for a decision by the Auditor-General under section 144 (1)
of the Act. I think they are proper matters for administrative
decision in the ordinary course of administering the Act, and I
should personally be disposed to leave them at that, unless there
is. any serious likelihood that such administrative decision might
be challenged.

But I understand that the Government of India are dissatisfied with -

the existing definition of ‘‘ corporation tax * in section 311 (2) of the Act,
and contemplate the submission to the Secretary of State of proposals for
its amendment; and it may be that, in view of a conceivable danger
under section 204, he may prefer to cover all or some of the above matters
also by legislation, or by taking power to deal with them by Order in
Couneil.

I am, &c.,
The Under Secretary of State for India. O. E. NIEMEYER.
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(iii) THE PROVINCIAL GOVERNMENTS.

MaDras
(dated 5th May 1936).

1. The Madras Government regret that the form of the Report,
which sets out the conclusions respecting special assistance to
certain Provinces with little or no indication of the reasons for
- arriving at these conclusions, creates difficulty at the outset in
formulating arguments by way of criticism.

2. The sources of revemue of all Provinces are at present
substantially the same, except that Bengal, Assam, Bihar and
Orissa enjoy the advantage of a subsidy to the extent of 50 per cent.
of the Export Duty on Jute. In the absence of evidence to the
contrary, it may be assumed that the natural resources of the
Provinces are approximately equal. Though there are admittedly
special circumstances affecting some smaller Provinces, it follows
that the burden of proof that their present or future resources are
inadequate lies heavily on the Provinces whose budgets show
recurring deficits. Prima facie it is to be presumed that their
administrative systems are unduly expensive or that they have
failed to retrench adequately when retrenchment was. necessary
(and the Report admits that some Provinces have retrenched more
than others) or that they have failed to tax themselves adequately.

3. It may be agreed that it is difficult to assess exactly the
relative extravagaunce or economy of administrative systems or the
adequacy of retrenchments in the different Proyvinces owing to
differences in conditions ; but the annual reports of the Accountant-
Generals and Auditor-General give some indication of the general
soundness or unsoundness of the financial policy pursued by the
different Provincial Governments.

4. In the matter of taxation, comparison is possible with
reference either to the ratio of taxation or per capita incidence.

5. The Madras Government regret that the Report attempts no
statistical comparison when such comparison is practicable. In
the opinion of the Madras Government, the Report attaches too
great importance to the budgetary positions of the Provinces as
they now stand and ignores the budgetary positions as.they might
or should have been had the deficit Provinces consistently followed
sounder financial principles. The Madras Government contend
that their comparatively sound position is due, not to the infrinsic
superiority of the natural resources of the Presidency, but to
prudent financial administration and adequate taxation. If, for
example, Bengal are considered to be hampered by the Permanent
Settlement (and it must not. be overlooked that one quarter of the
Madras Presidency is subject to the Permanent Settlement) it is
open to Bengal to impose a tax on agricultural incomes.
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6. The proposals of the Report penalise the Provinces who
have followed the path of financial orthodoxy in balancing their
budgets in spite of the economic depression, which has hit them
no less severely than the Provinces who have failed to cover
deficits. The Madras Government can therefore see little justifi-
cation for remission of debt to the extent contemplated, or the
increase of the proportion of the Export Duty on Jute allotted to
four Provinces. Taking Bengal for comparison, judged on the
basis of per capita expenditure the standard of administration in
some respects appears lower than that of Madras, though not in
all. Bengal, for example, spend twice as much as Madras on
University Education and considerably more on Public Health
and Sanitation. But the per capita and acreage incidence of Land
Revenue in Bengal is much lower than in Madras—actually less
than half on a per capita basis. The Madras Government contend
that had the incidence of land tax and other taxes been as high in
Bengal as in Madras, the Bengal standard of administration could
have approximated to that of Madras. The revised budget
estimates for 1935-36 show a deficit of 15 lakhs for Bengal against
32 lakhs for Madras. Following a consistent policy of financial
orthodoxy, Madras have restricted expenditure for 1936-37 so as
to balance the budget, while Bengal have budgeted for a deficit
of 42 lakhs, including considerable new expenditure which the
financial position does not appear to justify.

7. On these figures, the proposed further assistance of 75 lakhs
to Bengal is out of all proportion, Assistance on the scale pro-
posed to eight Provinces will seriously jeopardise the possibility
of the distribution of the -share of Income Tax receipts. The
Madras Government trust that their case will not be prejudiced by
the circumstance that, under the scheme of decentralisation of
balances and the consolidation of debt, it is forecast that they
will benefit more than other Provinces. The budgetary benefit of
the decentralisation of balances to Madras is estimated to be less
than 1 lakh per annum; the benefit of the debt consolidation
proposals, estimated at 26'2 lakhs against the 1936-37 Budget,
falls to a negligible figure by 1940-41 and becomes minus from
194445 onwards.

8. With reference to the method of distribution of the proceeds
of Taxes on Income, the Madras Government suggest that Bombay,
with a population of 18 millions, is disproportionately benefited by
the allocation of a percentage of 20, as against Madras with a
population of 44 millions and an allocation of a percentage of 15
only, more especially as Bombay gains 90 lakhs by the separation
of Sind while Madras gains 20 lakhs only by the transfer of a small
area to Orissa. The grounds for the proposal are presumably that
Bombay is at present more highly industrialised than Madras and
s0 contributes a greater share of Income Tax. The Report fails to
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take into account the probability of industrial development in
Madras consequent on the supply of cheap electricity from the new
hydro-electric and thermo-electric schemes now completed or in
course of completion or under investigation. The progress of
industrialisation in the areas already supplied with electricity
justifies the expectation of a considerable change in the relative
incidence of Income Tax in Bombay and Madras in future. On
- this ground, and on the general ground that the population factor is
more constant and is more exactly determinable than the residence
factor, the Madras Government contend that if both factors are to be
taken into consideration greater weight should be given to the
population factor, and would press for some revision of the proposed -
percentages of distribution accordingly.

BomBay
(dated dth May 1936).

1. The Government of Bombay wish to record an emphatic
protest in regard to the recommendations contained in the
Niemeyer Report. While fully accepting the paramount need for
financial stability at the Centre and the necessity for so equipping
all the Provinces as to give them a reasonable prospect of reaching
and maintaining financial equilibrium, the Government of Bombay
feel strongly that the case of this Presidency does not appear to
bave received the consideration it merited inasmuch as no steps
have been proposed to correct the position in which the Province
of Bombay has been involved by reason of the inequities and
inherent unsoundness of the Meston Settlement, including the
falsification of the forecast of revenue made by the Meston
Committee, the complete failure of the anticipations of the Percy
Committee, the cost of development schemes in Bombay City
undertaken at the behest of the Secretary of State, and the long
drain on the Presidency proper caused by its association with Sind.
The financial difficulties caused by these circumstances and the
more recent economic disturbances common to all Provinces have
been met by the Bombay Government’s enforcing the most rigid
retrenchment, supplemented by emergency taxation. The retrench-
ment measures have produced an approximate immediate annual
saving of some 150 lakhs, but it has been clearly recognised from
the beginning that a very large proportion of this retrenchment is
unmaintainable. The additional emergency taxation at present
yields 725 lakhs annually in the Presidency, excluding Sind.

2. Public opinion is unanimous that if the Government of
Bombay, assisted by their Legislative Council, had not made these
great sacrifices for the maintenance of their financial stability and
the standard of their ordinary administration,..they would have
shared in the benefits now proposed for other Provinces which
faced their financial difficulties with less resolution.
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3. In particular, the Government of Bombay consider that the
estimate in paragraph 11 of the Report of the annual benefit from
the separation of Sind as approximately 90 lakhs is exaggerated.
The amount of this relief was placed at 98 lakhs in the Irving-
Harris Report and at 79 lakhs by the Sind Conference of 1932,
which certainly had no reason to underestimate it. The Bombay
Government have not thought it safe to place the figure for the
1936-37 Budget higher than 76 lakhs.

4. As for the share in Income Tax receipts, the Government of
Bombay must deplore the recommendation made that its distri-
bution to the Provinces should be made entirely dependent upon
the successful running of the Railways, the position of which,
as is pointed out in paragraph 31 of the Report, is “frankly
disquieting.” In addition to the delaying power given to the
Governor-General by section 138 of the Government of India Act,
there is now this recommendation. Any dislocation of the finances
of the Centre or failure of the Railways to show a profit will mean
that the passing on of any substantial amount of this source of
revenue to the Provinces will become impossible. In fact, it is
more or less certain that the Provinces will receive no share of the
tax during the first five-year period and that they will be indeed
fortunate to receive any substantial share during the second. The
Government of India should not be inhibited from supplementing
their revenues from sources other than the Railways in order to
accelerate the distribution of Income Tax to the Provinces.

5. The net results of the recommendations, as far as the Bombay
Presidency is concerned, are that the Provinece is left with no
expanding source of revenue until such time as a share in the
Income Tax proceeds is received; is faced with the additional
expenditure which must follow the introduction of Provincial
Autonomy and the prospect of being compelled to restore a con-
siderable amount of retrenchment which will swallow up the bulk
of the relief accruing from the separation of Sind; and will be
forced to abandon any hopes of expansion in such directions as
Education, Public Health, Agriculture, animal husbandry and the
like.

6. In conclusion, the Bombay Government again press strongly
for cancellation of the fictitious debt created in 1920 in respect
of unproductive irrigation works. These works were financed
from revenue and not from loan money. They are protective in
character and were not intended to yield a profit. They have
been and always will be a source of loss. They should have been
left with the Bombay Government without the creation of this
fictitious debt, which was no more justified than a fictitious debt
for previous expenditure on roads or buildings. Bombay suffered
almost as much as all the other Provinces combined by this false
debt. Since it was based on forecasts which were entirely falsified,
the continued existence of the burden is unjust,
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BENGAL
(dated 6th May 1936).

1. The Government of Bengal accept the proposals contained in
paragraph 17 of the Report in regard to the assistance to be given
to certain Provinces on the introduction of Provincial Autonomy.
They regard the proposals as in the nature of an award given
after a determination of the amount immediately available for

" distribution among the Provinces and after an examination of the
budgetary position of the several claimants to that amount.
Looked at in this light, they cannot but accept them as fair and
reasonable, though they are deeply disappointed that the immediate
assistance to be given to Bengal—a Province in which, by reason
of what is now admitted to have been an unfair distribution of
resources, the standard of administration is admittedly low—falls
far short of their original expectation.

2. As regards the proposals relating to the distribution of Taxes
on Income, the Government of Bengal, while accepting the general
scheme, desire to raise two points.

3. First, in paragraph 30 of the Report it is recommended that,
during the initial period, the prescribed sum which the Centre
may in any year retain out of the provincial share of the proceeds
of Taxes on Income shall be the whole or such amount as, together
with any General Budget receipts from the Railways, will bring
the Central Government’s share in the divisible total up to
13 crores. At present, the divisible total is approximately
12 crores, and the Government of Bengal suggest that this is
the more appropriate figure. The adoption of this figure will
fortify the argument advanced in the Report in favour of
creating an interest in the Provinces in securing an improvement
in the revenue from Income Tax and Railways. Further, the
Government of Bengal attach great importance to the early
distribution of some share in the proceeds of the Taxes on Income
among (the Provinces.. Jt was recognised on the introduction of
the present Constitution (vide Devolution Rule 15) that the
Provinces, particularly the industrial Provinces, were entitled to a
share in the Taxes on Income ; and during the last fifteen years the
industrial Provinces bave had a legitimate grievance, since that
Rule failed to give the relief for which it was specially designed.
In justice to the industrial Provinces, therefore, 1t is essential that
every endeavour should be made to expedite the allocation to
the Provinces of some share in the proceeds of Taxes on Income.

4. Second, in paragraph 34 of the Report the conclusion reached
is that substantial justice will be done by fixing the scale of
distribution partly on residence and partly on population; and
in paragraph 35 it is recommended that the division among the
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Provinces should be according to the percentages given therein.
The same percentage (20 per cent.) is proposed both for Bengal
and Bombay. - I residence alone had been taken as the deter-
mining factor, there would be little difficulty in accepting parity
between Bengal and Bombay, and each would then gain at the
- expense of other Provinces; but the Government of Bengal find
it difficult to understand how parity can be justified with
population as one of the bases, for the population of Bengal is
nearly three times that of Bombay. Calculations made with
reference to the figures given in Table III of paragraph 74 of the
Report of the Federal Finance Committee (the Perey Committee)
produce percentages approximating closely to those recommended
by Sir Otto Niemeyer in respect of all Provinces except Bengal,
Bombay and Assam. As regards Bengal and, Bombay, the
percentages given by these calculations are somewhat below 25
for Bengal and somewhat above 15 for Bombay. The Report does
not indicate if weightage has been given to Bombay, but if
weightage were to be given anywhere the Government of Bengal
would have expected to find it given to Bengal and not to Bombay
in view of the facts that (i) Bombay has obtained fortuitous relief
to the extent of 90 lakhs from the separation of Sind, and (ii) for
many years Bengal has, through no fault of her own, been com-
pelled to submit to an administrative standard markedly inferior
to that of Bombay. It is possible that the incidence calculated by
reference to residence alone has moved in favour of Bombay since
the Federal Finance Committee reported, but, in the absence of
more detailed information, the Government of Bengal find them-
selves unable to accept the proposal that Bengal and Bombay
should be given the same percentage.

5. As regards the Jute Export Duty, the Government of Bengal
must reiterate their claim that this should, on principle, be treated
as a Provincial source of revenue.

6. The Jute Export Duty was imposed originally as an
emergency measure during the war. After the war and up to
the onset of the trade depression jute commanded high prices,
and the -ad valorem incidence of the Duty was low. In 1924-25
the incidence was between 4 and 5 per cent. The position has,
however, now changed. The price of jute has fallen enormously,
whereas the deadweight of the Duty has remained constant and
at to-day’s prices the ad walorem incidence is over 13 per cent.
Again, competition by substitutes has increased—for instance,
paper bags are now largely used for the transport of cement and
the adoption of bulk handling of grain is extending. In these
changed conditions, the Government of Bengal consider it
unlikely that the Export Duty is now passed on to the consumer
and in their view it is morée probable that it is borne for the
greater part by the producer. :
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7. The Bengal case was not, however, by any means founded
entirely on the present incidence of the Duty. There are other
cogent arguments, though of a political rather than an economic
and financial nature. In the first place, Bengal can never rest
content under a fiscal system which aims at protecting, largely at
her expenss as a consumer, the products of other Provinces, while
taxing her distinctive staple product for the benefit of the Centre,
in other words for the benefit of those Provinces. In the second
Place, the prosperity of Bengal is bound up with the prosperity
of the jute trade. The Royal Commission on Agriculture of
1926-28 drew attention to the risk of substitutes. They were
impressed with the danger to the prosperity of Bengal if jute
failed to retain its present position, and stressed the faect that
if jute is to retain that position every effort must be made to
maintain the relative cheapness of jute as compared with other
fibres. The Provincial Government share to the full these views
and are of opinion that it is inherently unsound that the Centre,
which for this purpose means the non-jute producing Provinces
that will command a majority in the Central Legislature, should
be financially interested in the taxation of a product with which
the prosperity of a comparatively small area is so vitally linked.

8. The question of Export Duties was examined at considerable
length by the Indian Fiscal Commission and one of the principles
they recommended for adoption was that in every case an Export
Duty should be moderate in amount. Wherever the actual
incidence may be, it seems clear that the Jute Export Duty, to
the extent that it falls on the consumer, must raise the world
price of jute and thus put jute at a disadvantage with its
competitors. Similarly, to the extent that it falls on the
producer, it must reduce the price which the producer would
otherwise obtain. As long as the amount of the Duty is moderate
it does not have an appreciable effect in either of these directions :
hence the insistence of the Fiscal Commission on the principle
mentioned. Now, the Jute Export Duty, up to the commence-
ment of the trade depression, was moderate in its incidence, but,
at present-day prices, it certainly transgresses that sound
principle—an Export Duty which works out at approximately
13 per cent. ad valorem cannot be described as moderate. It
appears unlikely that jute prices will return to the pre-depression
level and the Government of Bengal are therefore of opinion
that a reduction of the Duty must be contemplated in the not
distant future. At present financial considerations do not
permit of any reduction of the Duty, and the terms and
implications of the Report definitely negative the possibility of
a reduction in the future at the expense of the Provincial
Governments -concerned  But, unless the assumptions made
in the Report are entirely falsified, there will be a progressive
improvement at the Centre and, accordingly, the proposal which
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the Bengal Government put forward for acceptance as part of
the present scheme of financial adjustment between the Centre
and the Provinces, is that at a date not later than the end of the
first five-year period the rate of the Duty should be reduced
to the figure necessary to produce the amounts now allocated to
the Provinces plus any sum required for research, and that
simultaneously the percentage of the proceeds of the Duty to be
assigned to the jute-producing Provinces should be increased so
as to give the Provinces the whole amount of the net proceeds
except what is retained by the Centre for research.

9. The Government of Bengal press most strongly for the
adoption of the proposal put forward in the preceding paragraph.
This does not involve any modification of the Orders in Council
now to be made, nor any addition to the resources which the
Report recommends should to be given to Bengal. At the same
time it recognises the position as regards the rate of the Duty
and possesses the great political advantage of removing, once
for all, the sense of injustice under which this Province has
laboured for so many years and which, if not now removed, will
continue, to the prejudice of sound administration and to the
exceeding detriment of relations between the Province of Bengal
and other parts of India.

UNITED PrOVINCES
(dated 6th May 1936).

1. The United Provinces Government recognise that the
Niemeyer Report presents a carefully balanced scheme which,
in its main outline, stands or falls as a whole. Though there are
certain important factors to.which they would bave wished a
different value given, they realise that it is not practicable at this
stage to suggest fundamental changes in the scheme put forward
for the solution of an extremely difficult and complicated problern.

2. There is, however, one important point relating to the
United Provinces which appears to the United Provinces Govern-
ment not to have been fully appreciated, and which is likely to
have such a serious effect on the new Constitution in the Province
that they feel bound to press it strongly on the attention of the
Government of India and the Secretary of State.

3. The United Provinces Government accept the general
conclusion of Sir Otto Niemeyer that, apart from the ultimate
share in Income Tax receipts, temporary relief only is necessary in
this Province. The reason for the peculiar position of the United
Provinces noted by Sir Otto Niemeyer is that its revenues are at
present depleted by no less ;than 112 lakhs—the annual Land
Revenue remission that has been given for the last five years
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necessitated by the slump in agricultural prices. This Land
Revenue remission carries with it a remission of annual rent to
tenants amounting to 4 crores and thus affects vitally the whole
agrarian position. The loss in Land Revenue can only gradually
be reduced. Temporary relief is thus essential in' the earlier
stages of the process of recovery.

4, The position for 'the first few years of Autonomy is, however,
appreciably worse than appears to have been realised. The policy
for readjusting the Land Revenue demands which the Government,
with the unanimous approval of the Legislature, have just
embarked upon, involves a somewhat slow and costly procedure of
resettlement and revision of Land Revenue on the basis of existing
prices, and expenditure thereon in the first two years will exceed
the resulting increase in Land Revenue receipts by substantial
sums. Drastie retrenchments in provincial expenditure have been
effected since the slump, and during the past year this Goverpment
have again scrutinised every item of expenditure with the utmost
care and have made and taken into account in their estimates
further reductions which, in their judgment, carry retrenchment to
its extreme limit. They have, indeed, reduced the standard of
administration in some cases to an unreasonably low level, which
cannot be maintained much longer. In addition, the Legislature,
in its last session, passed two taxation measures increasing Court
Fees and Stamp Duties; but the effect of this will be largely
discounted during the next few years by the depressing effect of
debt legislation on receipts under this head, the depression being
at present greater and likely to be more sustained than was
formerly anticipated.

5. A careful re-examination of the position reveals that there
will inevitably be a revenue deficit of 53 lakhs in the first year of
Autonomy, which the proposed subvention of 25 lakhs would
reduce to 28 lakhs. In the second year it is estimated that, with
the subvention of 25 lakhs, there must still be a deficit of 7 lakhs.
This means that, as a result of two years’ working of the new
Constitution, the Government, even if it provided for no fresh
expenditure for developments which are urgently required, would
have incurred a deficit of 35 lakhs. This Government feels
confident that neither the Government of India nor the Secretary
of State would cousider it reasonable that the new Government
should be faced at the outset with an inevitable deficit on this
scale.” The effect on the working of the new Constitution and on
the public attitude towards finance would be most harmful. So
far as the Government of the United Provinces can judge, it is not
the intention of the Niemeyer Report tliat any other Provinece
should be launched into the new Constitution with 4n actual and
inevitable defieit. This Government therefore strongly urges that
sufficient assistance should be given at the outset to enable the
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Province to start not in a submerged condition. They suggest
that the subvention should be raised by 15 lakhs to 40 lakhs for
each of the first three years and be fixed at 25 lakhs, as proposed
in the Report, for the remaining two years. This would still leave
the new Government with a deficit of 13 lakhs in its first year, but
recovery would at least be in sight.

6. In connection with the distribution of Income Tax receipts,
this Government wish to emphasise the very great importance
they attach to Sir Otto Niemeyer's proposals for an early and
thorough-going overhaul of Railway expenditure.

7. Lastly, if it is necessary for the Governor-General at the end
of five years to exercise his delaying power under section 138 of
the Government of India Act, so that this Province does not at
that time receive any appreciable amount of Income Tazx, the loss
by the cessation of the subvention would result in serious budgetary
difficulties. This Government therefore suggests that after the
first period of five years, until receipts from Income Tax amount
to 15 Jakhs, a subvention should be given sufficient to bring the
total Income Tax receipts plus the subvention to 15 lakhs,

Punsas
(dated 30th April 1936).

1. The only comparative figures as between 'the Provinces are
contained in Appendix II-B of the Report. The figures for the
Punjab incorrectly represent the revenue position. They should
be :—

1930-31: Lakhs of rupees.
Revenue - - - - 10,10
Expenditure - - - - 10,99

\ —89

1935-36 (Revised) .

Revenue =~ - - - - 10,24
Expenditure , - - - - 10,45
| —21

1936-37 (Budget) :

Revenue - - - - 10,44
_Expenditure. - - - - 10,60
—16

The error is due to the fact that the figures as given in the Report
include Extraordinary Receipts on the revenue side and specific
capital charges against them on the expenditure side. In fact,
since 1922 the Punjab have consistently treated these receipts as
of a capital nature, and have used none of them for revenue pur-
poses. . The balance not charged against specific capital heads
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has been used to reduce capital loans. This was explained in our
Memorandum® and to Sir Otto Niemeyer personally; and, until
we saw the figures, we had no reason to suppose that there was any
misanderstanding. The practice is fully understood by the
Legislative Council and has been consistently approved by them.
The Finance Member this year, according to the accepted practice,
introduced Revised 1935-36 and Budget 1936-37 as deficit
budgets, and as such they were debated. The only comparative
figures in the Report, therefore, contain a serious mistake as
regards the Punjab, and overstate the revenue position.

2. In case it is contended that the Punjab practice tends to
conceal revenue strength, we refer to the fact that, by ear-marking
Extraordinary Receipts for capital purposes, we have saved
9 crores in loans since 1921-22. Had we used them for revenue
purposes, we should have had to borrow an additional 9 crores at
rates of interest averaging roughly 4% per cent. We have thus
saved interest which would now amount to 40 lakhs per annum.
Our actual Extraordinary Receipts for 1934-35 were 16 lakhs ; the
estimates for 1935-36 are 22 lakhs, and for 1936-37 are 36 lakhs.
Owing to the fall in land prices, there is no prospect of receipts
showing any appreciable increase. The savings in interest, there-
fore, exceed the total receipts from this source, and the policy
consistently pursued, far from concealing revenue strength, has
made the ordinary revenue position stronger than it would other-
wise be.

3. So far as immediate assistance is concerned, two very relevant
considerations are the following :—

First, the amount of assistance given to any Province during
the last few years from Central Revenues, and—

Second, relief other than from Central Revenuées which
Provinces will gain as a direct result of the new Constitution.

The various relevant forms of assistance from Central Revenues
proposed or already given are—

(i) Cash subventions—paragraph 24 of the Report.
(i1) Fifty per cent. of the Jute Duty.
(i1i) Additional 121 per cent. of the Jute Duty.

{(iv) Benefits from debt adjustments.

(v) Prospective shares from Income Tax.

As a result of the new Constitution, Madras, Bombay and
Bihar will secure relief through the separation of Provinces. -

We omit proceeds from the Road Fund, because the petrol
surcharge was imposed for distribution to the Provinces, and we

*The Memorandum referred to was the official representation of the
Government of the Punjab on the Financial Enquiry. It was submitted
to the Government of India in November 1935 and passed on by them to
Sir Otto Niemeyer.
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omit also special grants for rural reconstruction, which we grate-
fully acknowledge, but which are non-recurring (pa.ragraph 29 of
the Report).

Omitting non-recurring grants, the figures of relief which the
various Provinces will secure are given 1n the attached statement.
It is assumed throughout that it will not be possible to give any
share of Income Tax to the Provinces before the sixth year.

4. This statement speaks for itself. Out of recent and
immediate relief amounting to 822 lakhs, it is proposed that the
Punjab should get 17 lakhs, or one-fifth of one per cent. Out
of total relief which is estimated at 1,422 lakhs at the end of
ten 1years, the Punjab will get 497 lakhs or 3°5 per cent. of the
tota

So far as immediate relief is concerned, the position is actually
worse than that shown, since the Government of India are with-
drawing an assignment of 7 lakhs which the Punjab receives at
present on account of compensation for loss of Excise duty on
Punjab liquors consumed in Delhi and the North-West Frontier
Province. Allowing for this, the proposals mean that not only
will the Punjab start under the new Constitution with no outside
relief whatever, but to the extent of 5 lakhs will be helping
Central Revenues. In contrast with this, every Province in
India will get immediate relief, varying from the enormous sum
of 243 lakhs in the case of Bengal to 21 lakhs in the case of the
Central Provinces. Of the major Provinces, the United Provinces
is second to the Punjab, but will get 38 lakhs.

5. The only Provinces to which it is not proposed to give direct
subventions are Madras, Bombay and the Punjab. As regards
the first two, however, they get direct relief from the separation of
Provinces and additional assistance from debt transactions. Madras
gets relief to the extent of 46 lakhs from these sources and
Bombay to the extent of L04°5 lakhs. = The system of direct or
indirect relief is, therefore, universal, there being one exception
only and that the Punjab., We have sought for reasons in the
Report itself for this exception, but have found only the following.

In paragraph 11 of the Report reference is made to the relief
given to Madras and Bombay through the separation of Provinces,
and this is presumably one reason why they have been given no
direct subvention. In the same paragraph it is mentioned that
these two Provinces and the Punjab have certainly not the lowest
administrative standards in India. We can find in the Report no
other specific reason why no subvention has been proposed for
the Punjab. In paragraph 20 of the Report Sir Otto Niemeyer
supports the debt proposals of the Government of India, and he
welcomes the fact that Madras, Bombay and the Punjah, to whom
he does not sugg,est any immediate assistance as part of his
proposals, will' derive certain advantages from the scheme.
Madras gets 26 lakhs immediate advantage, and Bombay 14} lakhs.
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The Punjab will get the nominal immediate benefit of 1-7 lakhs,
and, as already mentioned, this is more than wiped out by the
loss of an existing assignment from Central Revenues. It is a
misapprehension to suppose that, under the proposals, the Punjab
" will get any immediate relief. For the first five years it will get
less assistance than at present, and there are mo compensating
factors, as in the case of Madras and Bombay, to weigh, even
partially, against the non-grant of a subvention.

6. If the proposals are accepted the Punjab, so far as external
assistance is concerned, will have to start the new Constitution
worse off than it is at present, and with no prospect of any relief
until the sixth year. It will, therefore, have to depend on its own
resources for the first five years, and the Punjab Government see
no prospect whatever of the Province remaining solvent in present
conditions, unless the existing standards of administration are
seriously reduced. The comparative stability of provincial
revenues during the past three years is attributable to four main
causes :— :

First, high standard of taxation ;

Second, drastic retrenchment ;

Third, the strictest control over new expenditure ; and
Fourth, favourable harvests.

In spite of adhering to the most rigorous economy, the Finance
Member had this year to present a deficit budget. On the receipt
side the prospects for the future are definitely bad, and, as explained
to Sir Otto Niemeyer, have deteriorated since our Memorandum
to the Government of India was written. Mention was made in
that Memorandum of prospective losses in receipts on account of
the reassessment of the Lyallpur District, and the sudden and
rapid decline in civil litigation. The former loss may be
put at 20 lakhs per annum, and the latter at 15 lakhs per
annum., In addition, there 1s the loss of the assignment of
7 lakhs already mentioned from the Government of India, and
also a prospect of a loss, within two years, of revenue from the
consumption of Charas of between 10 and 13 lakhs per annum.
The Chinese authorities in Turkestan have placed a ban on the
export of Charas, and the Punjab Government are powerless in
the matter. They received information of it after the Memorandum
was written. Against the above falls in revenue, the only visible
off-sets are 1'7 lakhs from the Government of India scheme of
debt conversion, and a gradual increase in receipts from the hydro-
electric scheme. On the present level of agricultural prices, the
average net receipts during the next few years will be down by
40 to 50 lakbs per annum.

On the other hand, assuming that there will be no expansion of
beneficent activities, or any improvement in the administrative
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standar_ds, At is inevitable that there should be an increase in
expenditure. Automatic increases will result from the following
causes :—

Furst, unavoidable expenditure in connection w1th the new
Constltutlon

Second, incremental scales of pay:

Third, pension charges;

Fourth, educational grants ; and

Fifth, the maintenance and repair of public works, following
the period of rigorous economy.

The drastic character of the retrenchment made after the slump,
and the standard of economy followed since, make it the more
difficult to keep expenditure down to existing figures. 1n his last
budget speech, when the Finance Member introduced a deficit
Budget for the current year, he promised that he would again
examine expenditure in every department; but he warned the
Legislative Council that so much retrenchment had béen done in
recent years that little scope was now left.

7. The position, therefore, is that, unless agricultural prices
rise, of which there is little, if any, hope, the Punjab Government
must have i increasing deﬁc1ts unless they again carry out drastic
retrenchment. This can only be done by stopping expansion in
all directions, and by cutting down existing standards in many
branches of the Administration. There is no question of starting
on an “ even keel,” or of the Punjab having, to some extent, to
progress more slowly (paragraphs 4 and 10 of Report). It must
go back unless it gets assistance.

8. Tts position may be contrasted with that of all other Provinces
under the present proposals. Owing to direct subventions or
indirect relief, every Province, except the Punjab, will be able to
start the new Constitution with greater resources than at present.
Taking the 1936-37 figures as a basis and allowing for the
immediate relief that will accrue on the commencement of the
new Constitution, every Province, except the United Provinces
and Assam, will have a surplus. In all of them the first Ministry
will be able to start on a progressive programme——a matter of the
greatest importance from the political point of view. In the
Punjab alone, which claims to be one of the most progressive
Provinces in India, will the new Government bave to face shrinking
revenues and carry out at once a programme of retrenchment.

9. The Punjab Government know of "ho reason for this
discrimination against a single Province. Its case is clearly
distinguishable from the other two Provinces which will receive no
direct subvention. Both these Provinces will receive large benefits,
while the Punjab gets nothing at all. If the Punjab has attained
standards of administration, and especially in the beneficent depart-
ments, higher than in some Provinces, it is mainly because the
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people have accepted high standards of taxation. The Legislative
Council has consistently supported the proposals of Government:
for new taxation. If the financial position of the Province has been
comparatively good, it is because its Government and Legislative
Council have for years insisted on sound principles of finance,
and, immediately after the economic slump, carried out the most
drastic retrenchment. 1t appears to be manifestly unfair to impose
a perpetual penalty on the Province for these reasons, or to leave
the unfortunate impression that it might have fared better if it
had been less provident in the past. Even if the principle be
admitted that the present occasion should be used to apply, as
between the older Provinces, a certain amount ‘of correctiion to
existing standards, the Punjab Government contend that it is
unreasonable and unfair to apply it in such a way as to exclude
one Province only from all benefits, and to give to another Province
benefits out of all proportion to those given to the rest. The
direct recurring subventions out of Central Revenues proposed in
the Report amount, roughly, to 450 lakhs (paragraph 17 of Report).
To this sum should be added the share of the Jute tax already
given to certain Provinces (paragraph 22 of Report). The total is
640 lakhs. Of this sum, Bengal receives 243 lakhs, or 38 per
cent. Out of the total sum of 640 lakhs, 375 lakhs goes to older
Provinces, of which Bengal receives 65 per cent. This seems. to
go far beyond the “certain measure of correction” to which
reference is made in paragraph 10 of the Report. If it is possible
to give the Punjab immediate assistance without encroaching on
the relief proposed to other Provinces, so much the better ; but, if
it is not possible, then the Punjab Government consider that the

. proposed division of available funds is so inequitable, as between
different Provinces, as to require modification.

10. In short, the Punjab Government ask that the Punjab be
included in the scheme of immediate relief on the following
grounds :—

(i) The figures given in Appendix II-B do not correctly
represent the revenue position of the Punjab relative to other
Provinces, which is less favourable than there shown.

(ii) Taking the scheme of relief as a whole, the Punjab
will receive from Central Revenues, on the inception of the
_new Constitution, less than it is at present receiving.

(iii) Every other Province in India will get substantial
relief in one form or another. In this respect, the case of
the Punjab is clearly distinguishable from that of Madras and
Bombay, the only other Provinces for which no direct sub~
vention is proposed, but which get large relief in other forms,

(iv) Owing to unavoidable circumstances, there will be a
serious decline in the recurring revenue receipts of the Punjab,
coinciding with the introduction of the new Constitution.
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(v) At the same time there will be au unavoidable and
considerable increase in recurring expenditure.

(vi) Asa result the Punjab must be for some years a deficit
Province, unless drastic retrenchment is again carried out,
which, owing to the rigour of retrenchment in the past, can
now be done only by seriously reducing eXIStmg standards of
administration.

(vii) In the Punjab alone, the first autonomous Government
will have no resources with which to carry out even the most
modest progressive programme, but will have, instead, to
adopt a policy of retrenchment, or, in the a.lternatlve, go
back on the sound principles of finance which the Province
has consistently followed since the Reforms of 1921.

(viii) From the political point of view, the effects will
be deplorable.

(ix) The present scheme, if accepted, will leave a permanent
sense of injustice in the Punjab, which will be accentuated
by the fact that the Punjab alone gets no benefit whatever,
while, in contrast, another Province gets advantages out of
all proportion to those given to any of the older Provinces.

11. With regard to the proposed distribution of the proceeds
of Income Tax, the Punjab Government make the following
submissions. If the scheme stood alone, the Punjab would urge
distribution on a population basis, which would give them about
9 per cent. instead of 8 per cent. of the proceeds. The scheme,
however, does not stand alone, since, in practice, it cannot be
divorced from the other forms of permanent relief which the
Provinces will get. 'When these are taken into consideration, it is
clear that the Punjab comes out the worst of all the Provinces. The
amount which they will get does not set off the amount which
even the smallest Province will get by way of total relief, while as
between them and Bengal the difference of treatment becomes
still more marked. As between the Punjab and the other two
Provinces, namely, Madras and Bombay, which get no direct
subventions, the proceeds from Income Tax further distinguish
the cases to the great disadvantage of the Punjab. The scheme
of distribution accentuates the illiberal treatment proposed for
the Punjab. The general result is that not only will the Punjab
be cnppled\for the first five years of the new Constitution, but
the assistance. it will receive later will be on so modest a scale as
to impose very\narrow limits on progress dependent on external
assistance. Th Pun]ab Government would, therefore, ask that
their share be ingreased in any case to at least the populat;lon
percentage, and tﬁ? if it is not given any other means of direct
relief, the share be Yaised well above the population basis, 50 as to
compensate for.the complete absence of relief in other d1rectlons
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(a) For a period of five yeurs.

(b) Subject to reconsideration at the end of five years, )

(¢) An additional Rs. 7 lakhs will be given in the first year, and Rs. 3 lakhs in each of the next
four years. :

(d) For a period of 10 years, to be reduced gradually thereafter (paragraph 13). In the first
year an additional Rs. 5 lakhs to be given for the jail at Shakarpur.

Biaar
(dated 6th May 1936).

1. Paragraph 17.—In paragraph 11 Sir Otto Niemeyer admits,
as past Committees have admitted, that Bihar and Orissa is the
poorest Province in India. Bibar itself has an extremely dense
population. It contributes largely to the wealth of India from its
minerals and agriculture, but derives no financial advantage as it is
not permitted to tax minerals and is under a disability attaching
to no other Province except Bengal owing to the Permanent Settie-
ment making any increase in Land Revenue impossible. The
existence of mining and industrial areas is consequently only an
extra financial burden. The Local Government urge strongly that

. the figure of 45 lakhs asked for by them is the minimum immediate
requirement as a grant-in-aid. This figure is fully justified by the
financial history of the Province, which has been starved since it
came into existence in 1912 and has had perforce to maintain a
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lower standard of administration than any other Province of India,
which standard has been recently lowered by the policy of
retrenchment which has been followed. While 25 lakhs will allow
some increase over the expenditure in the 1936-37 budget, provided
Excise receipts remain stable, this figure takes insufficient account
of the factors mentioned above. The assistance proposed is there-
fore inadequate to start the Province on an even keel as proposed
in paragraph 9.

2. Paragraphs 19 to 21.—The Bihar debts contracted before
1st April 1936, outstanding on 1st April 1937, will amount to
471 lakhs. Of this sum, 341 lakhs are pre-Reform undated debt,
carrying interest at the rate of 33 per cent. The balance of
130 lakhs is dated (repayable in years between 1941 and 1966),
of which 30 lakhs are bearing interest at a rate varying from 4} to
5% and the balance at 32 or less. If the debt were consohda.ted
as in Appendix III and repayable in forty-five years, the interest
should not exceed 3% per cent., giving annual instalments of about
21% lakhs. If the debt were not consolidated, the annual budget
saving resulting from the cancellation of the debt would, for a few
years, slightly exceed this figure, but would rapidly decrease as
the loans are repaid and would drop to 12 lakhs in 1956. Not
more than 22 lakhs should therefore be taken as the maximum of
the annual recurring budget benefits resulting from debt
cancellation.

3. In these circumstances the Local Government assumed that
the figure of 22 lakhs in paragraph 21 implied that, in the case of
Bihar, no part of the decentralised balance would be set off
against debt cancellation, and that the whole of the decentralised
balance of about 3 crores would be available to the Local Govern-
ment for ways and means and for utilisation to secure funds for
the payment of the new liability of the Province after the decen-
tralisation of balances, namely, interest of 6} lakhs on Provident
Funds, which is approximately all that can be realised by
investment of the balance after providing for ways and means.

4. The Government of India have, however, advised, in response
to a reference, that this assumption is incorrect, and that Bihar
will receive only a single sum of 21 lakhs out of its provincial
balances under the scheme of decentralisation, implying that the
rest of the provincial balances will be retained by the Government
of India as a set-off to debt cancellation.

5. If the Government of India’s view is correct, Bihar will not
only have to find 64 lakhs a year to meet the interest on Provident
Funds, but will be deprived of the capital by the investment of
which thissum might have been produced. The Local Government
claim that on this theory the benefit which it is intended they
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should receive will be reduced not only by 6% lakhs, but by the
annual value of the balance of 280 lakhs, which will be appro-
priated by the Government of India. This figure they put at
103 lakhs, that being the sum by the payment of which a debt
of 280 lakhs can be repaid in forty-five years at 2§ per cent.
The approximate net annual budget saving resu]tmg from debt;
cancellation is therefore, if the Government of India's view is
correct, reduced to 11% lakhs in place of the 22 lakhs referred -
to in paragraph 21,

6. The Local Government cannot believe that the Government
of India’s interpretation is correct in the case of Bihar, as on
that interpretation the special assistance for Bihar becomes largely
fictitious and the Local Government are convinced that Sir Otto
Niemeyer's recommendation for the net iwnprovement of Bihar
finances was intended to be the equivalent of a genuine grant-in-aid
of 25 lakhs ; and this at least the Local Government claim should
be given without any reduction of the decentralised balance. To
sum up, on the Government of India’s interpretation, Sir Otto
Niemeyer's recommendation would only benefit Bihar to the
extent of 111 lakhs plus 2% from the Jute tax, in place of the
25 lakhs which Sir Otto found necessary in the first instance ;
and to reach the Niemeyer figure of the requisite assistance, debt
cancellation and the extra share in the Jute tax would have to be
supplemented by a grant-in-aid of 104 lakhs.

7. The Local Government are the more firmly convinced of
their interpretation of the intention because, under the present
proposals, they are being deprived of the benefit which will
accrue on the decentralisation of balances to other Provinces
which are not held to be in need of immediate assistance. By
the methods proposed in Appendix II for the consolidation of
debt, Madras is shown as benefiting to the extent of 26 lakhs
and Bombay 141, which benefit is lost by the Provinces whose
debts are cancelled by paragraph 21. In fact, if the assignment
of 45 lakhs clalmed by Bihar cannot be given, the Local Govern-
ment urge that, in addition to a 25 lakhs grant-in-aid, they should
be allowed in the same way to share the advantages given to
'lf)’r{)vinces on the liquidation of their debts against outstanding

alances. .

8. Paragraph 35.—The Local Government'’s claim was that the
basis of distribution should be wholly that of population, and they
still consider that, as the distribution of Income Tax is a balancing
factor to equa.lise the opportunities of the various Provinces, a
distribution entirely on this basis would be fair. They would,
therefore, press for an increase to 12 in- the percentage allotted to

Bihar, to compensate, in future, for the past ﬁnanclal starva.tlon
of Bikar.
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CeNTRAL PROVINCES
(dated 6th May 1936).

While regretting that it has not been found possible, as a result
of the Financial Enquiry, to recommeénd the provision immediately
or in full measure of the relief contemplated in the Local Govern-
ment's representation made during the Enquiry, the Governor-in-
Council welcomes the cancellation of part of the debt and the relief
afforded by the proposed scheme of decentralisation of balances
and consclidation of debt so far as they go. He trusts that, with
this assistance and with the continuance of the policy of rigid
economy already pursued by this Local Government, it will be
possible to inaugurate the reforms with at least a balanced budget
and with a reasonable prospect of a return to an adequate standard
in the development departments when the full share of Tncome
Tax is distributed to the Provinces.

AssaM
(dated 6th May 1936).

1. The Government of Assam have examined Sir Otto Niemeyer's
proposals regarding Assam. On the basis of the acceptance of the
Government of India’s proposals for the decentralisation of balances
it is proposed that all debts contracted prior to 1st April 1936 will
be cancelled and the Province granted an increase in its share of
Jute Export Duty, a share at a future date in Income Tax receipts,
‘and a subvention of 30 lakhs. The Government of Assam assume
that the cancellation of previous debts will result in the sum
provided ir the current year’s budget for the payment of interest
and capital of such debts (amounting to nearly 19 lakhs) being
saved, and the current year’s deficit of 63 lakhs reduced thereby.
In the inierests of the new Constitution this Government would
request that the remainder pf the current year's deficit, so far as it
refers to strictly Provincial expenditure, may be also cancelled.

2. Beyond this point the opinions of the Local Government
differ to some extent. The Indian Member and Ministers have
read the Report with profound disappointment. They were
looking forward to the Province being made as self-sufficient as
possible so that Provincial Autonomy may have substance. It was
with that intention that the Government of Assam presented
before Sir Otto, in addition to an estimate of normal receipts and
expenditure, an estimate for such institutions as a High Court, a
university and medical and technical (including agricultural)
schools. They now find that there is not only no room for further
progress in making up the essential deficiencies, but, on the
contrary, even on the present scale of expenditure, there will still
be a deficit of about 25 lakhs to be covered either by taxation or
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retrenchment. They consider that the economic condition of the
people, the bulk of whom are agriculturists, does not permit of
additional taxation. Retrenchment, on the other hand, would entail
curtailment of services rendered at present to the public, a prospect
which they are confident no Ministry under the new Constitution
will face with equanimity. Considering all these factors and the
slender hope of an early expansion of revenues, they think an
additional subvention of 25 lakhs is essentially necessary to put
the Province on an even keel.

3. The minority of the Local Government, though agresing with
a great part of this, are not able to accept the position that a
deficit of 25 lakhs is involved in the proposals and think that they
are such as, with some retrenchment, will just enable the Province
to balance its income and expenditure in the opening years of the
new Constitution, provided that no natural calamity occurs to
necessitate heavy additional expenditure. There will, of course, be
no margin for some years to come for any expansion or improve-
ment in the standards of administration, the necessity of which has
been particularly stressed in the discussions. Especially it is
regretted that 1t will be impossible to establish a university,
without which the Government cannot control the educational
system, and an agricultural institute to explore the agricultural
needs of the Province. The recurring cost of those institutions
was estimated at 5% lakhs in the papers put before Sir Otto
Niemeyer.

NorTH-WEST FroNTIER PROVINCE
(dated 5th May 1936).

1. We appreciate the extent of the relief proposed, but wish to
make clear the exact result of the proposals over the next five
years. Sir Otto Niemeyer has not specified which of our proposals
he has negatived, but the fact remains that many of them have
been cut out, though they contained nothing that we did not
consider essential.

(a) The subvention of one crore, fixed in the depression
year 1932, was admittedly less than the Haig Committee
considered mnecessary. Our standing deficit is 8 lakhs in
the current budget in spite of economies so rigorous as to
cripple any attempt at normal progress.

(b) Further expenditure statutorily necessary is 1,67,000
on account of the inauguration of Provincial Autonomy,
and an average of about 2 lakhs a year on account of
normal growth of pensionary charges during the next five

- years.

(¢) Further expenditure on the reserved side which we
considerimperatively necessary in the interests of law and
order, namely, the formation of Mardan District, 90,000, and
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reorganisation of the Criminal Investigation Department,
increase in police investigating staff and police training
school, 1,00,000.

(d) The total of (a), (b) and (c) is 134 lakhs.

(¢) The benefit proposed by Sir Otto Niemeyer amounts
to about 13 lakhs. We also hope to increase revenue by
2 lakhs from the new Paharpur canal scheme and also
by 1 lakh if the Motor Taxation Bill is passed. This will
leave 2% lakhs, and even if the whole of this sum is allotted
to the beneficent departments, many schemes of these and
other departments which have long been accepted by the
Government as desirable will have to remain undone. This
leaves nothing for buildings which are urgently required
and for which we estimated at 68 lakhs in our proposals
to Sir Otto Niemeyer.

2. If the beneficent departments are to receive the assistance
which the people of this Province hope for (based particularly on
the assurance given by the Government of India in 1931 of
approximate equality with Northern Punjab), the view of this
Government is that a further sum of at least 2 lakhs annually may
be added to the subvention for the next few years until we receive
a share of Income Tax to that extent.

3. As regards buildings, it is considered that the following
items are unavoidable: Council Hall, 1,15,000, the total cost of
which is estimated at 2,65,000 inclusive of 1,50,000 provided in
the current year’s Budget ; Government Printing and Stationery
Office, 2,00,000; buildings for the new Mardan District, 1,00,000;
police stations, 1,00,000; quarters for clerical establishments,
2,00,000; and buildings for beneficent departments and water
supply schemes, 8,00,000. The first two items are necessitated by
Provincial Autonomy and the remaining ones are imperative. A
non-recurring sum of at least 15 lakhs will be required for the
above buildings, and it is earnestly requested that this amount
may be allotted to this Province in three annual instalments of
5 lakhs each. Even this sum makes no provision for such items
as married quarters for police and many buildings which are
required by the beneficent departments.

4, We agree to the method of benefit by cancellation of debt
and to revision of the subvention after five years. We have no
comments to make regarding the distribution of residual Taxes on
Income.

5. Public opinion has hardly had time to express itself, but
harps on the fact that the original subvention was an economy
subvention and that the Haig Committee proposals were arbitrarily
reduced by the Government of India, and on the Government of
India’s assurance referred to in paragraph 2 of this telegram.
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During the last four years the Government has continually been
attacked in the Legislature and outside on these grounds, and
there can be no doubt as to the genuineness of this feeling.
Adverse comment bas been attracted by the last but one sentence
of paragraph 16 of the Niemeyer Report, which is taken as
unnecessarily prejudging the position five years hence.

‘ORIssA
(dated 4th May 1936).

1. The Orissa Government consider that the proposals of the
Niemeyer Report regarding Orissa require modification for the
following reasons.

2. The draft budget for 1936-37, on which the Orissa Govern-
ment are now working, was originally framed after normal budget
procedure and scrutiny by the parent Provinces and further
scrutinised by the Government of India. Savings of 4% lakhs
have still to be found to make that budget balance on the basis of
the subvention of 403 lakhs granted this year, without encroaching
on the 2 lakhs opening balance. After careful examination the -
Orissa Government cannot foresee savings of much more than
I lakh in place of 4} lakhs, although all proposals for improve-
ment of the present retrenched standard have already been cut out.
Even that saving can only be found by avoiding expenditure
which is either obligatory (e.g. Ministers) or highly desirable
(e.g. bacteriological laboratory) in future years. Therefore the
revenue deficit this year, excluding the subvention, even on the
low existing post-retrenchment basis, is 40% plus 3%, equals
41 lakhs,

3. In future years expenditure will rise by the cost of the
Legislative Assembly and other charges incidental to the new
Constitution. Moreover, this year’s estimate is based on the
lowest pay of the time-scales of all new establishment, which
includes the whole headquarters establishment, and will inevitably
increase as npew incumbents draw increments. This year's
estimates also include only eleven months’ salary instead of twelve
for the whole of the new Secretariat and other headquarters. staff,
whereas future budgets must provide for twelve months, There
will also be inevitable increases in other directions, especially in
maintenance charges for buildings constructed from the ecapital
grant and roads from the central reserve of the Road Fund, while
expenditure postponed this year must be eventually incurred.
The Province is a composite one, with different methods of
administration in different parts, and it is difficult and undesirable
tolevel all parts down to thelowest standard. Therefore the revenue
deficit in future years, even on the existing retrenchment basis,
will be little less than 50 lakhs ; and if the subvention is limited
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as proposed to 50 lakhs, there will be hardly any scope for
improvement in the existing standard. In particular, there will be
no prospect for many years of improving Education, Agriculture
and Health services or of establishing a University. Orissa
depends on two Universities with little voice in either. The scope
for the expansion of revenue is, as Sir Otto Niemeyer says,
unusually limited. The Land Revenue of half the total area is
permanently settled at less than 4 lakhs, and the greater part of
the remainder is settled for the next twenty years. - Two-thirds
of the Province is partially excluded and half of the Province is
more backward than any part of India, except excluded areas.
Orissa has the special problem of floods, and retrenchment in
recent years has prevented even the proper maintenance of vital
protective works, not to speak of the adoption of many measures
recommended by the 1928 Expert Committee. Even with the
additional 15 lakhs now proposed, the provision for buildings
necessitated by separation is still inadequate, since provincial
headquarters, one district headquarters and two sub-divisional
headquarters have to be built, besides a central jail and other
necessary buildings. The opening balance of 2 lakhs given this
-year will, as shown above, have disappeared by the end of the year.
" No margin will be left for unforeseen expenditure, eapital or other-
wise, or for a working balance.

4. Once it is admitted that certain Provinces and centrally
administered areas must receive help from Indian revenues, it is
fair to aim at some common standard for those areas. But the
proposals involve great disparity in treatment among the assisted
units, giving to Orissa a subvention far less per head of population
than to other units who have already a far higher standard of
expenditure per head. The Orissa Government ask for 10 lakhs
as an opening balance to cover unforeseen non-recurring expen-
diture and 10 lakhs more as a recurring subvention to enable a
popular government to make some slight improvement in the low
existing standards during the opening years of the new Constitu-
tion, and to enable the Governor to discharge his responsibility for
the partially excluded areas. The Orissa Government regard these
additional sums as essential in order to prevent the purpose of
Parliament in bringing the Province into existence heing stultified
by inadequate initial resources. ‘

5. The Orissa Government desire to press strongly for an
additional subvention immediately on the further ground that the
future relief by way of Income Tax will be relatively very meagre.
Thus, putting Orissa’s future relief per head of population at 100,
the figures in the estimates for the other Provinces are Madras 141,
Bombay 461, Bengal 166, United Provinces 128, Punjab 139,
Bihar 128, Central Provinces 136, Assamn 97, North West Frontier
Province 184, Sind 213 ; so that again the poorest Province gets
nearly the least of all.
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SiND
(dated 6th May 1936).

1. It is a matter of some disappointment to the Sind Govern-
ment that it has not been found possible in the Niemeyer Report
to give assistance to Sind in the form of a substantial reduction of
the Barrage Debt. In the absence of any reasons in the Report
why this course is considered inconvenient, the Sind Government
are unable to appreciate why such an arrangement should not be
given effect to; but if this be found impossible, the proposals in

the Report are accepted subject to the following remarks.

2. The proposals, both as regards the annual subvention and the
repayment of the Barrage Debt, depend on the forecast of increased
revenue due to the Barrage proving correct. This can only happen
if normal agricultural and economic conditions obtain every year
during the next forty-five years; but it is impossible to say that
this condition will be fulfilled. In particular the forecast assumes
an increase of 19 lakhs in revenue in 1947-48 and of increasing
amounts for the next fifteen years owing to the levy of increased
rates of Land Revenue assessment. The imposition of these rates

will also depend on the then prevailing agricultural and economic
" conditions.

. 3. The Sind Government therefore presume that the door will be

left open for an adjustment of the subvention and debt repayments
. in case the revenue expectations are not realised. In any such
readjustment Sind must be assured of the minimum revenues
required for its needs as a progressive Province..



East India (Constifutional Reforms—Elections)

PRCITIRYS,
RETURN

SHOWING THE RESULTS OF THE

GENERAL ELEC’I;ION TO THE
LEGISLATIVE ASSEMBLY
IN INDIA

1934

[For the previous Return see Cmd. 3922 (1931)]

\\

Presented by the Secretary of State for India to Payliament
by Command of His Majesty

July, 1935

LONDON
PRINTED AND PUBLISHED BY HIS MAJESTY'S STATIONERY OFFICE

To be purchased directly from H.M. STATIONERY OFFICE at the following addresses :
Adastral House, Kingsway, London, W C.2; 120 George Street, Edinburgh 2
York Street, Manchester 7 ; 1 St. Andrew’s Crescent, Cardiff;
80 Chichester Street, Belfast;
or through any Bookseller

1935
Price 34. Net
Cmd. 4939



"EXPLANATORY NOTE

This returnj relates to the fifth General Election to the
Legislative Assembly under the Government. of India Act of
1919. This election would, in the ordinary course of events, have
been held in 1933, since the statutory duration of the Legislative
Assembly is three years. This period was, however, extended for a
further year by the Governor-General under the powers conferred
by the Act, and the eleétion was accordingly held in the Autumn -
of 1934.

Since 1980, no election has been held for the Council of State
or the Provincial Councils. The statutory duration of the former
is five years, and in the case of the latter the statutory period of
three years has been extended, under the powers conferred by the
Act, in view'of the impending constitutional changes.
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SUMMARY
Percentage
: of votes
Number | Number | polled to
. Number of of candi- [ number of | Percent-
Class of constituency. of |seatsfilled | dates for | electorsin | agein
seats. | without | contested | contested 1930.
contest. seats constitu-
encies.
) @ 3) @ (5) (6)
Madras—
Non-Muhammadan 10 — 21 58-4 30-4
Mubhammadan ... 3 — 8 62-7 56
European 1 1 —_ — —_
Landholders 1 —_ 2 88-07 72-95
Indian Commerce 1 — 2 89-04 —
Bombay—
Non-Muhammadan 7 — 18 60-38 10-0
Muhammadan ... 4 1 8 55-52 58-41
European 2 2 — — —
Landholders 1 — 3 76-98 —
Indian Commerce 2 1 2 83-09 —
Bengal—
Non-Muhammadan ... 6 2 11 26-7 -
Muhammadan ... 6 4 4 34-1 40-3
European 3 3 — — —
Landholders 1 —_ 2 60-4 —
Bengal Marwari
Association 1 — 2 94-6 87-0
United Provinces—
Non-Muhammadan Urban 1 1 — — —
Non-Muhammadan Rural 7 3 13 56-76 14-18
Muhammadan Urban ... 1 —_ 3 57-00 —_
Muhammadan Rural ... b — 11 70-00 43-72
United Provinces Land-
holders . 1 1 —_ — —
United Provinces Euro- .
pean 1 1 — - -
Punjab—
Non-Muhammadan ... 3 — 6 64-0 40-6
Muhammadan ... 6 4 4 76-9 62-2
Sikh 2 — 7 60-6 49-9
Landholders ... 1 1 —_ — —
Bihar and Orissa—
Non-Muhammadan 8 1 16 64-1 8.7
Muhammadan ... 3 2 2 73-3 53-7
Landholders ‘... .. 1 — 2 85-7 62-6
Central Provincesqnd Berar—
Non-Muhammadan 4 —_ 9 58-2 —_
Muhammadan ... 1 — 4 62-9 41-0
Landholders l\ 1 1 _ — —_
Assam— \
Non-Muhammad: 2 — 4 45-8 —_
Muhammadan ... . 1 1 —_ — —_
European 1 1 _— — —
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SUMMARY—continued
Percentage
- of votes
Number | Number | polled- to
Number of . | of candi- | number of | Percent-
Class of constituency. of |seats filled | dates for | electorsin | agein
geats. | without | contested | contested 1930.
contest. seats. constitu-
encies,
(1) (2) (3) 4) (3) (6)
North-West Frontier
Province—
General e e 1 — 3 73-0 —_
Burma—
Burma European Con-
stituency . 1 1 — —-— —
Burma (Non-Europe&n)
Constituency ... - 3 — 4 29-99 17-7
Delhi—
General 1 — 2 - 38-62 22-87
Ajmer Merwara—
General 1 — 4 766 35-88
TOTAL 106 32 177 53-54 26-1
Provineial p::rcentage No. of
. of votes polled in candidates
Province. contested who forfeited
constituencies. deposit.
Vadras 58-9 5
Bombay 59-99 6
Bengal 28-7 2
Jnited Provmces 60-1 4
2unjab 65-5 2
3ihar and Orissa 64-5 3
Jentral Provinces and Berar 58-5 4
\ssam 45-89 Nil.
North-west Frontxer Provmce 73 s
3urma 29-99 »
Jelhi - 38-62 »
Ajmer Merwara 76-6 1
TOTAL ELECTORATE: 1,415,892
TorarL NumBER OF VOTERS IN CONTESTED CONSTITUENOCIES :- 1,135,899
Toran Numser oF Vores PoLLED 608,198
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"WOMEN VOTERS

No. en-
: No. rolled in | No. who [Percentage P t
Province. enrolled. | contested who of col. (4) |~ reen
‘ consti- voted. | on col (3). ’i’%;(;n
tuencies. .
(1) (2) (3) 4) () (6)
Madras 28,322 28,048 8,165 29-11 11-5
Bombay e 8,829 7,260 2,119 29-19 3-2
Bengal e 20,262 9,359 898 9-6 —
United Province 8,651 4,764 700 14-7 3-3
Punjab . 3,491 2,547 578 227 75
Bibar and Orissa - ... 2,906 1,867 348 18-6 3-0
Central Provinces and Berar 1,388 1,367 237 17-3 —
Assam 706 604 112 18-54
North-west Frontier Province — —_ — _ —
Burma 6,134 6,028 1,111 18-43 —
Delhi 913 913 237 25-95 —

Ajmer Merwara




DELAILKED SLALLMENL

In Column (7) the initials prefixed in heavy type denote, where known, the Political Party to which each Candidate belongs  (C. = Congress,
I = Independent, C.N. = Congress National, E. = European.)

Number | Number Total T%ta.l ¢ Percentage
Place and class of of of number of | TUMPET OL | of col. (5) Successful candidate.
constituency. Seats. |candidates.| electors electors on col. (4)
- ) * who voted. )
(1) (2) 3 @ (5). (6) )
MADRAS—-
Non-Mukammadan Urban— ) .
Madras City 1 2 15,131 12,419 82:07 [ C. Mr. S. Satyamurti Iyer.
Ntm-Muhwmmdan RumL—
Ganjam cum Vizagapatam 1 2 50,949 27430 | 53-8 C. Mr. V. V. Giri.
East Godavari, West God&v&n wm

Kistna . 1 2 61,654 34,391 568 C. Mr. K. Nageswara Rao Pantulu.
Guntur cum Nellore 1 2 25,399 16,601 65-4 C. Mr. G. Ranganayakulu.

Madras Ceded Dutncts and Chlttoor 1 2 26,822 16,776 62:6 C. Mr. M. Ananta Sayanam Garu.
Salem and Coimbatore cum North - :

Arcot 1 2 25,448 17,649 68-9 C. Mr.T.S. Avanashilingam Chettiar.
South Arcot cum Chmgleput 1 2 19,824 14,123 71-2 C: Mr, C. N. Muthuranga Mudaliar.
Tanjore cum Trichinopoly . 1 3 27,082 17,081 63-07 | C. Dr.T.S. 8. Rajan.

Ma.dura. and Ramnad cmemnevelly 1 2 37,529 13,189 351 4 C. MX P. ]S. Kumaraswami Raja

vargal,

West Coast and the Nilgiris 1 2 21,964 12,776 6§8-2 | €. Mr. Samuel Aaron.
Muhammadan—

North Madras’ 1 4 2,820 1,869 66-2 I. Mr. Umralisha.

South Madras . . 1 2 8,252 . 4,395 53-2 L.. M. Syed Murtuza Sahib Bahadur.

West Coast and the Nl]gms 1 2 4,786 | 3,689 77-07 | I. Mr. H. A. SatharHaji Essack Sait.
Madras—European ... . 1 1 2,447 - ] — E. Mr. F. E. James.
Madras—Landholders ... .- 1 2 629 554 88-07 | — Raja Sir Vasudeva Raja.
Madras—Indian Commerce ... 1 2 1,652 1,471 89-04 | C. Mr. Sami Venkatachalam Chetty.

Total ... e 16 34 - 332,388 194,313 58-4



DETAILED STATEMENT—continued

Total

) Number | Number Total number of Percentage
Place and class of of of number of of col. (5) Successful candidate.
constituenc Seats. |candidates.| electors. electors on col, (4)
¥ : ) " | who voted. A
) @ 3) %) ®) ©) )
BOMBAY— '
Non-Muhammadan Urban— - I Sir Cowasji Jehangir, Bt. K C.ILE.,
Bombay City 2 4 45,213 30,923 68-39 O.B.E.
: C. Dr. G. V. Deshmukh.
Non-Muhammadan Rural—
Bombay Northern Division 1 2 50,796 25,990 51-17 | C. Mr. Bhulabhai J. Desai.
Bombay Central Division ... 2 '3 45,464 26,465 58-21{ PRy g;ggfl
Bombay Southern Division 1 3 33,346 22,383 67:12 | C. Mr. S. K. Hosmani.
Sind ... ver - . 1 3 21,497 12,778 59:44 | C.N, Mr. Lalchand Navalrai.
Muhammadan Urban—
Bombay City 1 1 6,651 — — I. Mr. M. A. Jinnah.
Muhammadan Rural—
Bombay Central Division ... 1 3 2,648 1,869 73-35 |- Mr. A. E. Haroon Jaffer.
Sind .. e 2 3 24,017 12,880 53'63{ L Seth Hajl Abdullah Haroon.
European—
Bombay  ce e e e 2 2 9,769 — - { = ﬁ'&ufﬁi‘éf::}‘m
Landholders—
Sind Jagirdars and Zamindars 1 3 1,638 1,261 76-98 | - Sir Ghulam Hussain Hidayatullah,
K.CS8.I.
Indian Commerce—
The Indian Merchants’ Chamber and
Bureau .. 1 2 562 467 83-09 | - Mr. Mathuradas Vissanji.
The Bombay Mlllowners Assoclatxon 1 1 84 — —_ 1. Mr. H. P. Mody.
Total 16 35 241,485 135,016 55-9 -




BENGAL—
Non-Muhammadan Urban—
Calcutta ..
Calcutta Suburbs ...

Non-Muhammadan Rural—
Burdwan Division ... .
Presidency Division .. e
Dacca Division .
Chittagong and Ra,]shn,hx Dwuuons "

Muhammadan Urban—
Calcutta and Suburbg .

Muhammadan Rural—
Burdwan and Presidency Divisions ..
Dacca cum Mymensingh .
Bakarganj cum Faridpur
Rajshahi Division
Chittagong Division ... -

Bengal European

Bengal Landholders ... e
Bengal Marwari Association ..,

Total

1 1 16,008 — —
1 1 27,834 - -
1 3 37,243 11,220 30-1
1 4 32,195 9,358 29-1
1 2 30,256 1,143+ 3-8%
1 2 36,106 14,560 40-3
1 1 6,805 —_ -
1 2 20,187 5,798 28-7
1 1 9,105 — —
1 1 14,190 —_
1 2 22,097 8,639 39-1
1 1 17,933 — -
3 3 1,594 - -
1 2 740 447 60-4
1 2 111 105 946
17 28 272,454 51,270 18-9

C.N. Mr. 8. C. Bhose
C.N. Dr. P. N. Banerjea.

A. N. Chattopadhyaya.
L. K. Maitra.
S. K
A.C

(President) Sir Abdur Rahim, K.C.S.I.

I
23

ir Abdu]la Suhrawardy, Kt.
A. H. K. Ghuznavi.

K. Fazlul Hug.

A. Y. Baqui.
Anwar-ul-Azim.

George Morgan, C.LE.

E. Sir Darcy Lindsay, Kt. C.B.E.
J. A. Milligen.

Mr.
Mr. A.
C. Mr. M.
Mr. M.
Mr.
ir

Mr.
1 I. Mr.D.X. Lahiri Chaudhury.
Mr. B

aijnath Bajoria.

* The election was purely formal as one of the candidates did not contest the poll.
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AB—
m-Muhammadan—
nabala Division
Ilundur Division ...
et Punjab ..

ammadan—

st Punjab ...
st Central Punjab...
est Central Punjab
irth Punjab
rth-West Punjab ...
uth-West Punjab

st Punjab ...
st Punjab ...

holders—
mjab Landholders...

Total

1 2 7,677 5,811 76-7
1 2 5,029 3,422 68-0
1 2 18,520 10,700 57-8
1 1 3,696 — —
1 2 6,079 4,264 70-1
1 1 12,045 —_ —_—
1 1 3,238 —
1 2 7,616 6,126 80-4
1 1 3,976 —
1 4 3,122 2,367 75-8
1 3 16,134 9,206 57-6
1 1 1,132 -~ —
12 22 88,162 41,985 47:6

C. Mr. Sham Lall.
C.N. Lala Fakir Chand.
-  Bhai Parmanand.

I, Syed Ghulam Bhik Nairang.

I. Mr. K. L. Gauba.

~  Mr. Abdulla Hafiz.

~  Sir Muhammad Mehr Shah, Kt.

- K. 8. Shaikh Fazal Haq.

I. K. B. Makhdum Sayyid Rajan
' Bakhsh Shah.

C.N. Sardar Mangal Singh.
C.N. Sardar Sant Singh.

I.  Mian Ghias-ud-Din.

T



DETAILED STATEMENT—continued

Number | Number Total nui?:: of Percentage
Place and class of of of number of electors of col. (5)
constituency. Seats. |candidates.| electors. who voted. | °® col. (4). Successful c&ndida,te.’
§9] 2) (3) 4) 6) (6) ]
BIHAR and ORISSA—
Non-Muhammadan~—
Patna cum Shahabad 1 3 13,071 9,334 714 C. Mr. Anugrah Narayan Singh.
Gaya cum Monghyr 1 2 15,455 10,859 70-3 C. Mr. Shri Krishna Sinha.
Darbhanga cum Saran . 1 3 8,134 5,956 73-2 ~ Mr. Satys Narain Singh.
Muzaffarpur cum Champaran 1 2 7,232 4,721 65-3 C. Mr. Bepin Behari Varma.
Bhagalpur, Purnea and Santal
Parganas ... e ee 1 1 9,130 — — C. Mr. Dip Narain Sinha.
. . C. Mr. Bhubanananda Das.
Orissa Division 2 3 6,696 3,685 56-0 { C. Pt. Nilkantha Das,
Chota Nagpur Division 1 3 12,542 5,967 47-6 C. Mr. Ram Narayan Singh.
Muhammadan—
Patna, Chota Nagpur cum Orissa
Division ... 1 1 5,062 —_ — I. Mr. Nauman Muhammad.
Bhagalpur Division ... 1 1 3,845 —_— — I. Maulvi Badi-uz-Zaman.
Tirhut Division 1 2 2,008 1,471 73-2 I. Maulvi Mahomed Shafi Daudi.
Landholders— .
Bihar and Orissa, Landholders 1 2 161 138 856-7 - Ra,sjfx hHa,rihar Prasad Narain
ingh.
Total 12 23 83,334 42,131 50-6

(44



CENTRAL PROVINCES and BERAR—
Non-Muhammadan—
Nagpur Division ... e

Central Provinces Hindi Divisions
Berar ...

Muhammadan—
“ Central Provinces Muhammadan

Landholders—
Central Provinces Landholders

Total

ASSAM—

- Non-Muhammadon—
Assam Valley .
Surma Valley cum Shlllong

© Muhammadan—.
Assam Muhammadan

Eurbpe«m—
Assam European

Total
NORTH-WEST FRONTIER

PROVINCE—
General

2 10,288 7,106 69-06
4 18,293 9,764 63-3
3 13,611 7,679 56-4
4 2,873 1,809 62-9
1 238 — —
14 45,303 26,357 58-2
2 19,008 8,682 45-68
2 9,442 4,353 46-10
1 11,542 — —
1 1,466 -—_ —_
6 41,458 13,036 31-4
3 7,613 5,624 73:0

C. Dr. N. B. Khare.

C. Seth Govind Das.

C. Mr. Ghanshiam Singh Gupta.
C.N. Mr. M. 8. Aney.

L K. 8. Nawab Siddique Ali Khan.

C. Seth Sheodass Daga.

C. Srijut Nabin Chandra Bardaloi.

C. Mr. Basanta Kumar Das.
1. Maulvi Abdul Matin, Chaudhury.

E. Mr. F. W. Hockenhull.

C. Dr. Khan Sahib.

¢TI
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DETAILED STATEMENT—continued

Number | Number Total Total Percentage
Place and olass of of of number of | number of | of col. (5)
constituency. Seats. |candidates.| electors. electors  {on col. (4). Successful candidate.
) who voted. )
0 (2) 3 4 (6 (6) M
BURMA— .
Burma  European  Constituency,
Rangoon 1 1 2,635 —_ — E. Mr. W.J. C. Richards.
Burma (Non-European) Constituency, . People’s U. Thein Maung.
Rangoon  we  wee e ewn 3 4 50,677 15,171 29-99{ P "‘: Dr. Thein Maung.
¥ JUBaSi
Total . 4 5 53,112 15,171 28:5
DELHI—
General ... ... . 1 2 11,371 4,392 38:62 | C. Mr. Asaf Al
AJMER-MERWARA— , )
General ... . . 1 4 6,596 5,064 76-6 Non-Party. Seth Bhag Chand Soni.

71
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MEMORANDUM

BY THE

UNDER SECRETARY OF STATE
FOR INDIA

RELATING TO THE

ACCOUNTS of the GOVERNMENT OF INDIA (Central Government)
for 1933-34 and the ESTIMATES for 1934-35 and 1935-36

I.—INTRODUCTION
SEPARATION OF CENTRAL AND PROVINCIAL FINANCES

The chief Provincial Governments in India have assigned to
them specific revenues of their own, and are responsible for the
discharge of those functions of . Government which have been
classified as ‘* provincial subjects.”

The finances of the Central Government and of the several
Proyincial Governments are thus kept separate and distinct from
each other.

“The -annual volumes of the “ Finance and Revenue Accounts
of the Government of India,”” commencing with that for 1921-22,
exhibit separately the revenue and expenditure of the Central
Government and of each of the Provincial Governments. The
Central Government and each Provincial Government issues
annually fits own budget-estimate for the forthcoming year and,
in most cases, a revised estimate for the closing year. This
Memorandum, however, deals with the Accounts and Estimates
of the Central Government only, except where otherw1se.s_t‘ated

SEPARATION OF RAILWAY FINANCE FROM GENERAL FinaNcE

In accordance with a Resolutlon passed in the Leglslatxve
Assembly in September, 1924, Railway Finance has been separated
from the general finances of Government with effect from the year
1924-25. Notes on the Railway Budget will be found on
pages 12 to 14,



RATES OF EXCHANGE

The sterling amounts under Revenue and Capital heads in
the Annual Accounts are converted into rupees at the average
of the daily rates for telegraphic transfers in Calcutta on London
in-each year; the rate applied in 1933-34 being Rs. 13-31853
per £. In the Budgets for 193435 and 1935-36, a conversion
rate of 1s. 6d. per rupee is assumed, and in the Revised Estimate
for 1934-35 a rate of 1s. 6 4 d. per rupee. :

The sterling amounts under Debt and’ Remittance heads are
converted into rupees at Rs. 13} per £ (Is, 6d. per rupee).

II.—REVENUE, AND EXPENDITURE CHARGED TO
REVENUE.

GROSs  REVENUE AND EXPENDITURE

The Gross Revenue and Expenditure of the Government of
India for the three years to which this Memorandum réfers are
shown in Table A on pages 6 and 7.

All receipts on revenue account are included in the total of
revenue and all outlay in the total of expenditure, with the maid
exceptions that the working expenses of railways, irrigation
works and posts and telegraphs, and the surplus profits paid to
Indian States and certain railway companies, are treated not as
expenditure but as a deduction from revenue.

[ ]
NET REVENUE AND EXPENDITURE

The figures of Gross Revenue given in Table A, although
showing the net receipts of railways and other commercial under-
takings, make no deduction on-account of interest charges; the
total receipts under tax revenue do not eliminate the cost of
collection; and the receipts from opium sales take no account of
the cost of cultivation and manufacture. Customs revenue includes
the portion of the Customs and Excise duties on motor spirit
payable to the Road Development Fund. for. expenditure by
Provincial Governments, etc. On the expenditure side, Defence
expenditure is shown gross, the Defence receipts being included
under revenue, and the appropriation to the Road Development
Fund is included under Civil Works.

To present a picture of the revenue available for administra-
tive purposes and the expenditure on such purpdses, an analytical
table of the Net Revenue and Expenditure of the Central Government
is given in Table B on pages 8and 9.
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-A.—GRoOss REVENUE

AND EXPENDITURE CHARGED

Budget . Revised Budget
Rrvenue Accounts, Estimate, Estimate, Estimate,
1933-34. 1934-85 1834-35. 1935-36.
Rs. Rs. Rs, Rs.
Principal Heads of Revenue—
Customs . .. . .o 47,16,41,385 47,76,00,000 51,17,00,000 51,84,00,000
Taxes on Income .. e . 17,12,85,181 17,25,00,000 17,25,00,000 16,40,00,000
Salt .. .. ‘e .a . 8,85,64,579 8,73,00,000 8,55,00,000 8,73,00,000
Opiem - .. .. .. .| 15896779 95,07,000 71,46,000 61,16,000 *
Other Heads . . . 1,80,44,729 1,81,81,000 1,90,16,000 1,91,05,000
Total Principal Heads . 76,54,32,653 76,50,88,000 79,58,62,000 79,49,21,600
L) .
Railways: Net Receipts .. . 33,03,87,228 32,58,27,000 32,37,83,000 32,25,45,000
Jrrigation : Net Receipts .. e 8,799 3,000 15,000 14,000
Posts and Telegraphs : Net Receipts 32,44,499 69,78,000 97,69,000 70,52,000
Interest Receipts .: . . 1,62,82,626 1,86,25,000 2,11,85,000 82,56,000
Civil Administration . . 76,21,910 78,28,000 81,26,000 92,75,000
Cusrency and Mint, . i . 1,33,41,216 1,29.02.000 1,29,18,000 1,07,01,000
Civil Works , . .e . . 26,93,048 23,86,000 23,88,000 23,30,000
Miscellaneous .o . . 78,95,428 56,37,000 74,16,000 56,63,000
Defence Receipts .. .. . 5,32,61,929 5,20,47,000 5,23,32,000 4,92,77,000
Provincial Contributions and Mis-
cellaneous Adjustments between
Central and Provincial Govern-
* goents . . .. . - - — —
Extraordinary Items . . 35,683,550 —_ 2,000 —
Total Revenue .o .. |1,20,37,30,886 | 1,19,71,21,000 | 1,23,37,96,000 | 1,21,00,34,000




To REVENUE OF THE CENTRAL GOVERNMENT

“Bnget

Budget v Revised
EXPENDITURE. A 5 Esti E
1938-34. 1934-35. 1934-35. 1636-36.

Direct Demands on the Revenue .. 4,21,56,208 4,00,79,000 4,04,90,000 4,19,58,000
Forest and other Capital Outlay .

charged to Revenue - - .. . 88,887 1,46,000 1,14,000 49,000

. L and Miscell

Charges . . . . 33,03,87,228 32,58,27,000 32,37,83,000 82,25,45,000
Irrigation . . . 4,05,423 5,95,000 §,92,000 5,57,000
Posts and Telegraphs ,, .. .. 89,11,568 88,92,000 87,45,000 86,46,000-
Debt Services ,, . . . 12,28,56,924 13,33,55,000 13,28,43,000 13,39,13,000
Civil Administration. .. . . 9,53,62,049 9,58,62,000 | | 11,10,60,000 10,17,13,000
Currency and Mint .. .. . 59,30,917 66,39,000 74,04,000 32,56,000
CivilWorks .. .. .. .. 1,98,23,450 |  2,01,96,000 | 2,46,18,000 |  2,25,32,000
Miscellaneous .. .. .. .. 4,21,%,524 | 4,31,74,000 | 4,36,90,000 |  4,45,76,000
Defence Services . . . 49,75,08,929 49,58,47,000 49,57,58,000 49,90,77,000
Miscellaneous  adjustments between

the Central and Provincial Gov-

ernments ..  *., .e P #1,00,00,000 2,52,44,000 2,94,90,000 3,04,94,000
Extraordinary Items .. .- . 2,81;72,772 8,10,000 1,16,00,000. 1,36,000
Total Expenditure Charged to Revenue | 1,20,37,30,886 | 1,19,61,06,000 | 1,23,01,96,000 | 1,20,94,52,000

Surplus . . . - 10,15,000 86,00,000 ' 5,82,000
[
» —
Total ,, . .. « | 1,20,37,30,886 | 1,19,71,21,000 1,21,00,34,000

1,23,37,96,000




B.—NET REVENUE AND EXPENDITURE OF THE CENTRAL GOVERNMENT

Net Revenue

Accounts, Budget Estimate, Revised Estimate, Budget Estimate,
_— 1933-34. 1934-35. 1934-35. 1935-36.
] | [ T
1. Tax Revenue :— Rs. lakhs, Rs. lakhs. Rs. lakhs. Rs. lakhs.
Customs .. .. .. 45,09-33 45,5742 48,84-90 71 . 49,38-08 | -
Taxes on Income .. e 16,30- 36 16,39-97 16,39-55 15,48-43
Salt .. .. . .. 7,70-92 7,57-92 7,39-25 7,55-12
Other Heads . 55-00 57-12 - 64-73 64-70
69,65:61 70,12-43 73,28:43 73,06-31
IL. Opium .. .. .. .. 88-15 52.79 35-42 25-35
I11. Commercial Departments :(—
Railways .. —_ — —_ —_
Irrigation .. .. . —3-75 —6:71 | —5-56 —~5-24
Posts and Telegrap .. —51-94 —~14-47 | 13-81 —13-01
. —65-69 —~20-18 8:25 —18-25
IV. Currency and Mint .. . 74-10 60-63 55-14 74-45
s )
V. Interest Receipts .. . 162-83 1,86-25 211-85 82-56
V1. Extraordinary Receipts * .. 35-63 —_ -02 —
VII. Other Revenye :— d
Civil Administration .. 76-22 78-28 81-26 92:75
Payments from Indian States 74-85 7373 73:66 73-60
Other Heads .. .. 121-13 95-27 110-01 90-68 :
27220 2,47-28 264-93 257-03
Total Net Revenue.. 75,42-83 75,39:20 79,04:04 77,27-45




Net Expenditure

Accounts, Budget Estimate, Revised Estimate, Budget Estimate,
—_— 1933-34. 1934-35. 1934-35 1935-36.
[ [ ! |
I, Debt Seyvices :— Rs. lakhs. Rs. lakhs. Rs. lakhs. Rs. lakhs.
Interest 9,28-57 10,33-55 10,28-43 10,39-33
Reduction or Avmdance of Debt 3,00-00 3,00-00 3,00:00 . 3,00-00
12,2857 13,33-55 13,28-43 13,39-13
I1. Defence Services :— |
Effective .. . .. . 35,55-20 36,6852 35,8071 37,30-42
Non-effective’ .. 8,17-56 8,19-23 8,18:57 8,24-20
. Transfers to or from Defence Re-
serve Fund . . 69-71 - —49-75 { 34-98 —56-62
44,42-47 44,38-00 44,34-26 | 44,98-00
II1, Net Capital Outlay on Commercial | -
Depariments charged to Revenue:—
Posts and Telegraphs and Irnga- )
tion .. . . 4-96 428 3-78 | 3-12
1‘7' M,; 77, © Adj" y) fe  bot : v»'
Central and Pyovincial Govern- - .
menis .. . . .. 1,00-00 2,52-44 2,94-90 3,04-94
V. Extraordinary Payments .. .. 2,81-73 3-10 1,16-00 1.36
VI. Other Expenditure :— |
Civil Administration e e 9,53-62 |- 9,58-62 11,10-80 10,17-13
Other Heads . . . 5,31-48 . 5,39-06 . 5,80-07 . §,57-95
: 14,85-10 14,97-68 16,90-67 15,75-08
Total Net Expenditure .. .e . 75,42-83 75,29:05 78,68-04 | 77,21-63
Surplus (+) or Deficit (—) .. . — +10-15 +36-00 +5-82
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ACCOUNT'S, 1933-34.

The Revised Estimates for 1933-34 envisaged the transfer of
an anticipated surplus of Rs. 129 lakhs to the fund for recon-
struction due to earthquake damage. The Revenue accounts
show ‘improvements nder several heads and the actual surplus
was Rs, 272 lakhs. The whole of this surplus ¥as transferred
in the accounts of 1933-34 to the fund for reconstruction due to
earthquake damage but it has now been decided to utilise
Rs. 62 lakhs of this for debt.redemption,-the balance of Rs. 210
lakhs being retained in the fund.

- Revisep EsTIiMATES, 1934-35.
The Revised Estimate compares with the ‘Budget Estimate
for 1934-35 as follows :(—
Budget Revised

L3

. Estimate. Estimate.

I : : Rs:lakhs. - Rs. lakhs.
. Revenue .. .. .. 119,71 123,38
Expenditure .. .. .. 11961 120,11
Surplus wv v - 10 - -3,27

The Revised Estimate shows a net improvement of Rs. 317
lakhs over the Budget Estimate, after taking into account an
increase in Customs Revenue of Rs. 341 lakhs and an increase
in the subventions to jute growing Provinces from the jute
export duty of Rs. 43 lakhs to Rs. 169 lakhs.

The following reductions were made by the Leglslatlve
Assembly in the Supplementary Demands for Grants, 1934-35,
presented to them, viz.

Rs. *

Customs .. .. 11,01,000
Transfer to the Fund for the tra.nsfer of
the Agricultural Research Institute :
from Pusa to Delhi .. .. .. 36,00,000

The Governor-General in Council has, under Section 67A (7) of
the Government of India Act, declared that the supplementary
demand under “ Customs’’ is essential to the discharge of his
responsibilities; and, in accordance with the intentions of the
Legislative Assembly, he has decided to debit to Capital the cost
of the removal of the Agricultural Research Institute from Pusa
to Delhi.

From the surplus of Rs. 327 lakhs mentioned above, the
following provisions have been made, namely :— _
Special contribution to the Road Rs. lakhs.
Development Fund .. ... .. 40

Ll
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Grants to DProvinces for economic Rs. lakhs.
development and impfovement of .

rural areas .. 113
Development in tribal areas on the North

West Frontier .. . . .. 25
Development of Broa.dca.stmg .. .. 20
Development of Civil Aviation. .. . 93

The remainder of the surplus, amounting to Rs. 36 lakhs,
will go towards debt redemption

'

BUDGET 1935-36.

After making allowance for the discontinuance of the 5 per -
cent. cut in pay, it was estimated that the Revenue account in
1935-36 will show a surplus of Rs. 150 lakhs: of this amount,
approximately Rs. 144 lakhs will be -utilised to reduce taxation,
the final budget estimate showing a nominal surplus of Rs. 5-82
lakhs. '

The following reductions were made by the Legxslatlve
Assembly in the demands for grants for 1935-36 presented {o
them, viz. :—

Railways. Rs.
Railway Board .. e 2 .. 824999
Miscellaneous expendlture . 10
Repairs and maintenance of Structural
works .. . 100
Expenses of Traffic Depa.rtment . 300
Civil .
Salt. . e .. .. . 100
Home Department . e 100
Army Department e .. .. 4,30,999
Baluchistan .. . .. 100

Of these reductions the Govemor—General in Council has, under
Section 674 (7) of the Government of India Act, restored the
demands under “ Railway Board ” and ‘‘ Army Departmenf ”
as being essential to the discharge of his responsibilities.

_ The following reductions in taxation were made; viz. :—

Income-tax and Super-tax : Areduction in the rate of tax
on incomes of Rs. 1,000 or upwards but less than Rs: 1,500
from 2 pies to 1} pies in the rupee; and on incomes of
Rs. 1,500 or upwards but less than Rs. 2,000 from 4 pies
to 2§ pies in the rupee. Also a reduction was made in
the surcharges on income-tax- and super-tax from one-
fourth to one-sixth. Estimated cost Rs. 136 lakhs.

Export duty on raw skins: Abolition of the duty,
estimated to cost Rs. 8 lakhs.

Import and export duties on silver : Reduction from
S to 2 annas an ounce. No change in yield estimated. .
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The Indian Finance Act, 1935, which effected the reductions
in taxation and continued the existing rates of Salt duty and
Inland postage, was, after being recommended by the Governor-
General, not passed by the Legislative Assembly. It was,
however, passed by. the Council of State and was made an Act,
on the 22nd April, 1935, by the Governor-General under the
provisions of Section 67B of.the Government of India Act (vide
Parliamentary Paper H.C. 113 of 1934-35). Pending the coming
into operation of the Indian Finance Act, 1935, two Ordinances
were promulgated on 30th March and 1st April, respectively, to
continue the existing inland postage rates and to fix the rates
of income-tax and super-tax from Ist April, 1935, until the
passing of the Finance Bill. A Notification was also issued on
the 30th March continuing the existing rate of, salt duty. The
additional import duty on foreign salt was also continued for
another year by an Act, which received the assent of the Governor-
General on the 21st April, 1935.

III.—RAILWAYS

Jn accordance with the resolution passed by the Legislative
Assembly in September, 1924, railway finance was separated from |
the general finances of the Government of India with effect from
1924-25. After deducting all working expenses, including interest
charges of commercial lines, the railways have to make a con-
tribution to general revenues equal to 1 per cent. on the capital at
charge of the commercial lines (excluding Capital contributed by
Companies and Indian States) in the penultimate year plus one-
fifth of surplus profits in. such penultimate year and one-third
ot the amount remaining available for transfer to Railway reserves
in excess of Rs. 3 crores, but from the amount of these contribu-
tions are deducted the interest on capital and loss in working of
strategic lines. ’ o .

The contribution to general revenues during the six years
1924-25 to 1929-30 totalled Rs. 36 crores. The contribution for
1930-31—some Rs. 6 crores—was found from the Railway
reserves, but in consequence of the serious fall in Railway earnings
due to the general economic depression, a contribution has not
been found practicable since. At the end of 1935-36 the total
contributions to general revenues remaining unpaid during the
five years commencing with 1931-32 will amount to about
Rs. 28 crores.

. In comparing the figures of Railway Revenue and Expenditure
for 1934-35 and 1935-36 with those for previous years, account
must be taken of a decision to include in the estimates and
accounts, from 1934-35 onwards, the receipts and expenditure of
lines belonginito private Companies or Indian States, but worked
by the Main Line Administrations for a percentage of the gross
earnings. The practice formerly followed was to deduct the
receipts and expenditure of these lines from the total receipts and
expenditure of the system by which they were administered. The

3
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Railway Revenue and Expenditure figures for 1933-34 to
1935-36 are given in the following table.

‘Budget - Revised Budget
Accounts, Estudngate, * Estimate, Estimate,
-1933-34. 1934-35. 1934-35. 1935-36,
REVENUE.
State g:lxlllwa%—-u‘ Rs. Rs. Rs. - Rs,
1 mercial Lines :—
@ GrBSdRecelpts . - v | 86,55,28,052 [ 94,20,00,000 | 95,77,10,000 | 98,57,10,000
educt— . .
Working Expenses 61,20,62,688 | 63,95,50,000 | 64,66,00,000 | 65,12,00,000
Surﬂus P::):ts :ld to I ncdum * .
A om- N E
s 2 Nasony Com | oan | ss0000 | 8125000 | 88,0000
Payments to worked lines .. — 2,72,90,000 | 2,82,60,000 | 2,87,30,000
Net Receipts.. .. .. ..| 24,78,00,215 | 26,90,60,000 | 27,67,25,000 | 80,01,80,000
{2) Strategic Lines :— L
GD”mewps “w .. .. .1,26,32,905 [ 1,30,15000 | 1,33,00,000 | 1,38,00,000
Working Exponses and Re- '
JSunds of Revenus o | 1,85,15932 | 19465000 | 1,87,10,000 | 2,06,10,000
Net Receipts ve e .. | —58,83027 | —64,60,000 | —54,10,000} —68,10,000
Total Net Recelp's—Commercxal and . .
Strateglc Lmes X Gon 24,19,17,188 | 26,26,10,000 | 27,13,15,000 | 29,33,70,000
Chae ot Suvoie Bohts O 18,28017] 21,50000{ 2300000 [  21,00,000
Interest on Depreclanon and Reserve g
Funds .. . . 48,81,339 60,75,000 43,71,000 48,59,000
Other Receipts .. 21,27,359 19,70,000 34,21,000 82,66,000

Transferred from Raxlway Reserve Fund —_ — —
Loan from Railway Depreciation Fund | 7,96,33,325 | 5,30,22,000 { 4,23,76,000 | 1,89,50,000

Total Revenue , . .. | 33,03,87,228 | 32,58,27,000 | 32,37,83,000 | 32,25,45,000

EXPENDITURE. ) '
Interest Charges:—

(1) Commercial Lines .. .. .. | 81,13,81,785 | 30,64,40,000 | 30,43,69,000 | 30,29,75,000

(2} Strategie Lines .. .. .. | 1,44,15552 | 1,40,77,000 { 1,40,54,000 | 1,38,85,000

Total Interest Charges .. | 3257,07,307 | 32,05.17.000 31,84,23,000 | 31,88,60,000

Other Expenditure. . . vool 4589801 |  53,10,000 | ~ '53,60,000 |  56,85,000

Total Expenditure .. .. | 33,03,87,228 | 32,58,27,0000 32,37,83,000 | 82,25,45,000

The losses on commercxa.l hnes—after making provision for
full accrued depreciation—are: 1933-34, Accounts, Rs. 6,01
lakhs; and 1934-35, Revised Estimate, Rs. 2,39 lakhs; while for
1935-36 it is estimated that a small surplus of Rs. 7 lakhs will be
realised.

Since 1932-33, there has been no free balance in the Reserve
Fund, and the Railway Accounts and Estimates' have been
balanced by loans from the Railway Depreciation Fund, amount-
ing for the four years 1931-32 to 1934-35 to Rs. 26,68 lakhs.

The results anticipated for 1934-35 have been more than
realised and it is estimated that the gross traffic receipts will
exceed the Budget estimate by about Rs, 1% crores., The
improvement has, however, been under goods receipts, passenger
receipts having again shown a decline. Part of this decline is .
ascribed to the recemt experimental reduction in third-class fares
on some of the railways. During the twelve months following
the revision of fares on the North Western Railway, referred to
in last year’s memorandum, there was an increase of nearly
six million in the number of passengers carried, but a decrease
of Rs. 4 lakhs in earnings. The figures are now being analysed
by zones to ascertain whether the reduction in fares can be
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considered as justified by results, and what, if any, modifications -
are necessary.

The -Budget Estimate -for 1935-36, which is based on the
assumption that the steady improvement of receipts from goods
traffic maintained throughout 1934-35 will continue, assumes a
further -increase in gross traffic receipts of Rs. 2% crores and a
reduction of about Rs. } crore in the contribution ‘towards
depreciation. Interest charges remain practically unchanged,
but with an increase in working expenses of nearly Rs, 1 crore, on
account of the discontinuance of the cut in pay, it is estimated
that the year’s working will result in an improvement on that of
193435 by about Rs. 2} crores. In view of the small surplus
anticipated in 1935-36 the Railway Authorities have felt justified
in making, with effect from 1Ist April, 1935, certain- small
reductions in the surcharge on coal freights.

With effect from 1935-36, it has been demded in order to
simplify calculation, that the amount to be set aside annually to
cover depreciation of Railway assets shall be 5 th of the total
capital at charge at the end of the previous year. This fraction
is the nearest simple fraction calculated to give results approxi-
mately equal to the results of the previous complicated procedure.
The Railway Depreciation Fund is estimated to have a closing
balance on 31st March, 1936, of Rs. 12-88 crores.

Particulars of the capltal expenditure on Railways are given
in chapter V (vide page 18).

IV.—TAXATION PER HEAD IN BRITISH INDIA

»
Budget | Budget
Total Tax Re¥enue. %;%%Egis’ Estimate, | Estimate,
I i * | 1934-35. | 1935-36.
Lakhs of | Lakhs of | Lakhs of
Rs. Rs. Rs.

Customs .. .. .. .. | 46,85-59 | 47,45-36 | 51,53-35
Taxes on Income .. .. .. 17,15-89 | 17,28-30 | 16,44-85
Salt .. - - .. 8,51-25 8,41-85 8,36-73
Excise .. . . - .. | 14,74-32 | 14,72-43 | 14,79-70
Stamps . . .. . e .. | 12,24-43 | 12,39-98 | 12,33-80
Registration .. .. .. .. 1,12-66 1,14-83 1,19-24
Scheduled Taxes .. .. .. 40-66 4217 42-42
Total (excluding Land Revenue) .. {1,01,04-80 {1,01,84-92 (1,05,10-09
Land Revenue .. | 29,74-29 | 31,66-54 | 30,52-09
Total (including Land Revenue) .. [1,30,79-09 |1,33,51-46 (1,35,62-18

The faxation per head, on theassump- .

tion that the whole is paid by the
inhabitants of British India, is :— Rs. ~ Rs. Rs.

(i) exclusive of Land Revenue.. 3.61 3-61 3-69
(ii) inclusive of Land Revenue.. 4-68 4.73 4-76

A, The above ﬁgﬁres include both Central and Provincial revenue.
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For the purpose of calculating the taxation per head, the
population of Brifish India has been estimated at 279,540,000
in 1934, 282,232,000 in 1935, and 284,952,000 in 1936.

.

V.—PUBLIC DEBT AND CAPITAL EXPENDITURE

DeBT TRANSACTIONS, 1934-35

The sale of Indian Treasury Bills in the form of 3 months’
maturities 'was continued, with a temporary suspension from
5th June to 17th July, up to 5th March, 1935, when sales were
again discontinued. The amount outstanding with the public
on 3lst March, 1934, was Rs. 33-31 crores, and on 31st March,
1935, Rs. 18-27 crores. In addition, Rs. 25-93 crores were held
in the Paper Currency Reserve on 3lst March, 1934, and Rs.
36-07 crores on 31st March, 1935.

'On 15th May, 1934, notice was given of repéyment on 16th
August, 1934, of the 4 per cent. Rupee Loan, 1934-37.

'On 5th June, 1934, a further issue of 3} per cent. Rupee Loan,
1947-50, was opened to subscriptions in the form of cash, Indian
Treasury Bills, 4 per cent. Loan, 1934-37, and 4} per cent. Bonds,
1934. The price of issue was 98} per cent. and the amount was
subject to a limit of Rs. 32 crores. The loan closed on 20th
June, 1934, and the subscriptions, totalling Rs. 25-13 crores,
were as follows : cash, including Treasury Bills, Rs. 6-22 crores;
4} per cent. Bonds, 1934, Rs. 4-72 crotes; and 4 per cent. Loan,
1934-37, Rs. 14-19 crores. :

On 10th and 11th September, 1934, Subscriptions (unlimited)
in the form of cash and 4} per cent. Rupee Bonds, 1934, were
invited to an issue of 3 per cent. Rupee Bonds, repayable at par
in. 1941. The issue price was 99 per cent. The subscriptions
in cash were Rs. 8-61 crores and in 4} per cent. Bonds, 1934,
Rs. 2:06 crores : total Rs. 10-67 crores.

. On 23rd November, 1934, the Secretary of State gave notice
of redemption at par on 1st June, 1935, of £3,500,000 East Indian
Railway 4% per cent. Debenture Stock, 1935-55.

No sterling loan was issued during the year. The Permanent
Debt in India was increased in 1934-35 by approximately
Rs. 2-8 crores, about Rs. 35-8 crorés new debt having been
raised and about Rs. 33-0 crores of debt having been discharged

. by repayment or conversion. The floating debt in India was
reduced by Rs. 9-7 crores owing to a reduction of Rs. 113 crores
in the amount of Treasury Bills held by the Public, partly set
off by an increase of Rs. 1:6 crores in the holding of Treasury
Bills in the Paper Currency Reserve.

Unfunded debt in India was estimated to be increased by

Rs. 15:75 crores, including Savings Bank deposits, Rs. 13 crores
(net), and Post Office Cash-Certificates, Rs. 2§ crores, (net.)
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Permanent Debt in England was increased by approximately
£347,000 (net), resulting from the issue of £2-3 millions (nominal)*
of Sterling Stock; the repayment of £1:8 millions of the capital
portion of the Railway Annuities; and the redemption of £200,025
of debt by the operation of the State Railways Sinking Fund.

DEBT TRANSACTIONS, 1935-36

The Budget provided for expenditure charged to capital
of Rs. 12-28 crores, including Rs. 5-5 crores on State Railways;
Rs. 4-99 crores on Currency; Rs. 20 lakhs on Orissa and Sind;
Rs. 55 lakhs on Posts and Telegraphs; Rs. 52} lakhs on the new
capital at Delhi; and Rs. 44 lakhs for payment of commuted
value of pensions; for the discharge in India of Rs. 27+6 crores of
Permanent Debt; and in England of :—

£1,831,800 for part capital redemption of  the Railway
annuities created in purchase of railways;
£11,952,450 for the discharge of India 6 per cent. Bonds,
1935-37; ‘
£3,500,025 for the discharge of East Indian Railway 4% per
cent. Debenture Stock, 1935-55; and
£200,025 for the statutory sinking funds established in
connection with the purchase of the East Indian, Eastern
Bengal, and the Scinde Punjab and Delhi Railways.
The Budget also provided for an issue of a Rupee Loan of
Rs. 25 crores. '
Net receipts of Rs. 2} crores from sales of Post Office Cash
Certificates, and of Rs. 15} crores from Savings Bank deposits in
1935-36 are assumed.

. The sale of 3 months’ Indian Treasury Bills was re-opened
on 16th April and was continued weekly until 16th July. After
the transfer on 1st April, 1935, of the assets in the Paper Currency
Reserve to the Reserve Bank of India, all Treasury Bills will be
shown under one head, and on the 1st July, 1935, the Bills
outstanding amounted to Rs. 49-22 crores.

On 9th July, 1935, notice was given of the repayment at par
on, 15th October, 1935, of the balance outstanding of the
£12,000,000 6 per cent. Bonds, 1935-37.

On 11th July, 1935, £10,000,000 India 3 per cent. stock,
repayable at par in 1949-52, was issued in part replacement
of the £12,000,000 6 per cent. Bonds, 1935-37, under notice of
repayment. The issue price was £98 per cent. and the loan was
oversubscribed.

On 5th August, 1935, a 3 per cent. Rupee Loan, repayable
1951-54, was opened to subscription in the form of cash, 5 per
cent. Bonds 1935, or 6} per cent. Bonds, 1935. The issue price
was 96} per cent. and the loan was to be closed as soon as the
total subscriptions amounted approximately to Rs. 15 crores,
cash subscriptions receiving, if necessary, only partial allotment.

* Part of £10 millions issued in Nov., 1933, but not taken into
account until 1934-35. *
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The loan was closed on the morning of the opening day, the
subscriptions being approximately as follows: cash, Rs. 16-53
crores; 5 per cent. Bonds, Rs. 8-37 crores; and 6} per cent.
Bonds, Rs. 4-63 crores; total Rs. 29-53 crores.

PunLic DEBT OUTSTANDING

The amount of the permanent and floating public debt of the
Government of India (Central Government) outstanding is given in
the following table. The figures include debt incurred on behalf of
Provincial Governments, the debenture stocks of various railways
taken over by the Secretary of State on the transfer of the lines, and
the capital value of liabilities undergoing redemption by way of
terminable railway annuities.

In India} In England*

Rs. £
31st March, 1934 .. .. .. .. | 4,94,66,80,173 | 383,084,743
31st March, 1935 .. .. .. .. | 4,92,65,12,453 | 383,687,618

31st March, 1936 (Estimate) .. .. | 4,76,54,01,453 376,203,318.

Excludes Post Office Cash Certificates.
Includes liability for British Government 5 per cent. War Loan, 1929-47, taken over by India.

A statement of the interest-bearing obligations (including the
public debt) of the Government of India is given on page 20.

PROVISION FOR REDUCTION OR AVOIDANCE OF DEBT

Prior to 1933-34 the provision for the reduction or avoidance:
of debt was made on the basis of a scheme settled in 1924, whereby
the appropriation of revenue on this account was Rs. 4 crores plus-
a sum representing one-eightieth of the net amount of new
debt contracted (up to the end of the previous year) since-
31st March, 1923. The actual provision in 192425, the year
before the scheme was applied, was Rs. 3-78 crores and in 1932-33.
the amount had risen to Rs. 6-84 crores. Since 1924, however,
the increase that has taken place in the total indebtedness of the:
Government of India has been more than counterbalanced by an
increase in interest-yielding assets; and on 1st April, 1935, out.
of a total indebtedness of Rs. 1235 crores, the amount not
represented by such assets was only Rs. 254 crores.

The automatic application of the 1924 formula would, if
continued, prove particularly burdensome under present con-
ditions, when the general revenues of Government are receiving:
no contribution, beyond the actual interest on the capital
invested, from the principal productive asset, railways. It
was, therefore, decided that, although the question of ‘the
permanent basis of the future provision for the reduction or
avoidance of debt cannot yet be settled, in view of the strong
position which has been built up by past efforts and the high
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percentage of the debt which is invested in potentially profitable
undertakings, it was fully justifiable to reduce the provision to
Rs. 3 crores, which amount has been adopted in the accounts
of 1933-34 and the Estimates of 1934-35 and 1935-36.

RAILWAYS

The capital expenditure on railways shown in the Accounts
for 1933-34 and in, the Estimates for 1934-35 and 1935-36, is
as follows :—

. Revised
Accounts, A Budget,
— 1083-34. | abmate | 1935736,
Rs. Rs. Rs,
Outlay on lines worked by
the State and by
guaranteed com - . .
panies :—
(1) From funds provided . =
by the State e | —1,81,48,888 | 1,89,93,000 5,50,00,000
{2) From funds raised . )
through companies
or provided from
other sources —_ —_ —
—1,81,48,888*| 1,89,93,000*% | 5,50,00,000

* These figures have been arrived at after allowing for adjustment in respect of exchange.

In addition to the above figures, capital expenditure is incurred
on branch lines from funds deposited by Branch line Companies or
advanced by the Government.

The following table shows the capital outlay on all State lines
up to the end of the year and the net return obtained :—

Revised
Accounts A Budget,
— . g Estimate, get,
1933-34. 1934-35. -1935—36.
1
. Rs. Rs, Rs,
Capital at charge at end
of each year (Central
Government) .. .. |7,95,06,26,839 | 7,96,53,26,839 | 8,01,99,26,839
Working profit from .
railways excluding in-
terest charges. . o 24,61,64,012 | 27,60,47,000 | 29,79,10,000
Percentage of same to .
capital at charge .. 3:10% 3-47% 3-71%
Final working loss after
meeting interest Rs. Rs. Rs,
charges .. . 7,96,33,325 4,23,76,000 1,89,50,000
Percentage of same to
capital at charge . 1-00% 0-53% 0-249%,
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OTHER CAPITAL EXPENDITURE

Provision has also been made for the following items of
expenditure of the Central Government charged outside the
Revenue accounts :—

| Revised
Accounts, Estimate, .Budget,

1933-34. | Jonsss’ | 1935-96.

Rs. Rs. Rs.
Capital outlay on—
Security Printing Press .. —9,01,165 | —1,15,000) —1,04,000
Posts and Telegraphs . 5,38,292 34,50,000 55,07,000

Vizagapatam Port .. .. 51,01,505 15,00,000 12,50,000
Currency . .e —4,14,277 | — 49,000 | 4,99,14,000
New Capital at Delh1 .. 9,09,579 |  75,60,000 52,45,000
Civil Works . .s . 1,77,312 _— —_
Orissa and Smd .e — —_ 20,00,000
Payment of Commuted Value . ’
of Pensions .. 82,99,286 | - 54,18,000 43,93,000
Payments to Retrenched Per- .
sonnel .e .. 2,94,343 | —1,11,000 | —4,00,000

Total .. . .. | 1,40,04,875 | 1,76,53,000 | 6,78,05,000

Theefigure for Currency Capital outlay in 1935-36 is net,
after providing for the transfer to the Reserve Bank of India of
5 crores of Rupee Securities for its Reserve Fund under Section
46 of the Reserve Bank of India Act.

The Rs. 20 lakhs capital outlay connected with the institution
of the Provinces of Orissa and Sind is for the purpose of con-
struction of buildings for the capitals of the new Provinces.

The debits to the Capital head of account “ Payments to
retrenched personnel ” are gratuity payments, and are to be
written back to revenue by five equal annual instalments
commencing in 1933-34.
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INTEREST-BEARING OBLIEATIONS AND INTEREST-YIELDING ASSETS

The following table exhibits the interest-bearing obligations of
the Government of India and shows also the portion of Indian
Debt incurred on behalf of Government Commercial undertakmgs
and of the Provincial Governments,

Statement showing the interesi-bearing obligations and ceriain inievesi-yielding
assets of the Government of India, at the close of each financial year

. .

§ist March, | 31st March, | 3Ist March, | 31st March, | 3158 Mascl,
1931, 1932, 1933, 1934, (Estu.nat e.)
In India: {In c|rores of rup|ees.)
Loans (a) 417-24 422-69 446-89 . 435-43 438-28
Treasury Bilts in the hands of the - '
public 55-38 47-53 26-09 33-31 22-00
‘Treasury Bx].ls in the Paper Currency
Reserve 5-89 49-67 - 35-48 25-93 27-50
Ways and Means Advance .. .. —_ 9-50 | —_ — —
Other Obligations :—
Post Office Savings Banks .. 37-03 38-20 - 43-40 - 52-23 59-33
Cash Certificates .. .e . 88-43 44-58 55-64 63-71 66-49
Provident Funds, etc, . 7033 73:04 76-74 82-49 88-36
Depreciation and Reserve Funds .. 21-89 | 17-6§ 15-22 13-04 14-83
Provincial Balances (b) . . 6-09 4-32 7-02 6-17 5-59
Total Loans, etc. .. . 478:51 52939 508-46 494-67 487-78
Total Other Obligations .. . 173-27 177-79 198-02 217-64 234:60
Total in India . . 65178 707-18 706-48 712-31 722-38 -
In England: . {In] millions of | £.)
Loans (a) . .. . . 316-81 313-60 314-33 321-01 | . 32357
‘War Contnbuuon .. 16-72 16-72 16-72 16-72 16-72
Capital value of liabilities under-
going redemption by way of
terminable railway annumes e 50-32 48-72 47-06 45-35 |* 43-58
India Bills . . 4-05 — — —_ —_
Provident Funds etc. . .- 69 -80 -91 1-03 1-15
Total in England .. . 388-59 879-84 879-02 384-11 385-02

(In cfrores of rupjees.)
Equivalent at 1s. 6d. to the Rupee 518-12 506-45 505 36 512-15 513-36

‘Total Interest-bearing obligations | 11,69-90 ! 12,13-63 12,11-84 12,24-46 12,35-74

Intmt-y:eldmg assets

Capltal advanced to Railways 743-98 750-73 756-75 754-94 756-84
Capital advanced to other
ommercial Departments .. 23-65, 24-25 21-89 23:23 23-71
(iii) Capital advanced to Provinces 151-82 163-64 173-04 175-20 179-22 .

{iv) Capital advanced to Indian
States and other interest-

beanngioans - . 19-45 20-29 20-92 21-11 21-26
Total Integest-yielding assets 938-90 9589t 972-60 974-48 981-03
Cash, bullion, and securities held _
on Treasury account .- “ 34-03 41-42 35-69 45-03 51-52
Balence of total interest-bearing
obhgauons not covered by above
assets . . . . 196-97 213-30 208-55 204-95 203-19
{a) These figures represent the inal ts of loans ding and also include comp —-ﬁve.ly

sma(ll})n%::g?ugée:e%rrgga&so:eh;e;:ngﬁ :::Ivﬁée:leiilancs which bear interest.

In addition to the cash, bullion and securities held on Treasury
account, the Central Government held on 31st March, 1935,
£40,000,000 in the Gold Standard Reserve.



VIL—GENERAL STATEMENT ‘OF “THE RECEIPTS AND
DISBURSEMENTS AND BALANCES OF THE GOVERN-
MENT OF INDIA, IN INDIA AND IN ENGLAND

The following table shows the opening ‘balances, receipts,
disbursements and closing balances, -actual or estimated, -of the
Government of India in 1933-34, 1934-35, and 1935-36.

Budget ‘Revisedd Budget
—_— QW' Estimate, ‘Estimate, 'Estimate,
* 1934-35. 1934-35. 1935-36,
" Rs. Rs. Rs.
Opening Balance, India .. . . 14,58,99,614 | 13,43,92,614 { -11,88,97,891 | -13,10,06,891
Opening Balance, England . .« 1()13,19,33,230 |(a) 7,10,26,230 (b)20,87 50,507 {b}14,17,95,507
Total Opening Balance .- . 27,78,32,844 | 20,54,16,844 | 932,7648,398 | 27,28,02,398
RECEIPTS— o
Revemue Surplus. . e . —_— 10,15,000 86,00,000 5,82,000
Capital Contributi by Rail R
Companies and Indian States towards
eonstruction: of State Railways . —_ —_ — —
Permanent Debt (net mcun-ed) .. —_ —_ 3,77,71,000 -
Floating Debt (net incurred) .. .- —_ . — — . =
Unfunded Debt (net mcurred) - . 22,81,07,211 | 17,65,88,600 | -15,91,25,000-| 18,08,56,000
Deposits and Advances (net) .. — §,69;48,000 . — -18,22,34,000
Railway Depreuaﬂon and Reserve . .
Funds (net) . . . e : — 1,49,24,000 1,88,50,000
Remittances (et} . .. 62,94,471 3;14,000 83, 5,91,000
of P ial Guvﬂ
(net) .. . . .o .. 25,23,349 — —_ —
Total Receipts . - . 23,69,25,031 | 23,48,15,000 | 21,57,03,000 | 38,31,13,000
Total,, . . .e . 51,47,57,875 44,02,33,844 64,33,51,398.| -65,59,15,398
DISBURSEMENTS = Rs. Rs. Rs. N Rs.
Revenue Deficit . — — — -
Capital Outlay.on’ Secunty Pnnﬁng Ptm —9,01,165 — 1,165,000 ~1,15,000 -—1,04,000
Construction of State Railways oo | —2,05,44,729 4 ss,oo 000 | 1,50,00, 5,50,00,000
Di of 23,965,841 39,93,000 —
Capital Outlay on Posts and Telearaphs 5,38,292 ss 70,000- 84,50,000 :56,07,000
Capxtal Outlay on Vu,agapaum Port .. 51,01,505 18 ,46,000 - 15,00,000 . 12,50,000
of G d Value of P 82,99,286 49,56,000 54,18,000 43,98,000
Inmal Exzpenditure on new- Capital at . )
Delhi .. . 9,09,579 87,67,000 75,60,000 52,45,000
(hl.rmncy Capxtal Ont.lay . . —4,14,277 — 85,000 ~49,000 4,99,14,000
} S 2,94,343 -3,36,000 . -—1,11,000 . —4,00,060
ClVll Works . e .. 1,77,312 -~ i —
Outlay on Orissa and Sind . . —_ - — ' 20,00,000
Debt (net disch . 4,90,80,068 12,44,30,000 e 25,42,31,000
Floating Debt. (net discharged).. .. 2,33,50,000 — 9,78,70,000 50,0 00,000
Deposits and Advances (net) .. 7,08,28,521 — . 9,40,79, 000
Railway Depreciation and: Reserve Funds : ‘
(net) -2,56,38,761 95,22,000- — -
Loans and Advanm by Central Govern- . .
_ ment (net 2 advanm) .. . 2,28,56,140 7,48,95,000 38,84,54,000 { 10,23,68,000
of P (net) —_ 25,00,000 40,00,000 57,00,000
Total Disbursements e .| 1871,09477 1 28,91,50,000 | 27,05,49,000-] 52,01,04,000
Closing Balance .. .. ... '82,76,48,398: 17,10,88,844 | 27,28,02,398 | 13,58,11,398
“Total,, o . . oo} 51,47,57,875 | 44,02,83,844 { 64,33,51,308 | -65,59;15,398
DISTRIBUTION OF CLOSING
BALANCE— .
Closing Balance, India . . 11,88,97,891 | 10,39,61,614 | 18,10,06,891 12,61,34,801
Closing Balance, England . . (b)20,87,50,507 (a) 6,71,22.230 (b)14,17,95,507 96,76,507

:a) Of this amount, £897 represents the cash portion of the Gold Standard Reserve.
9) “Of this amouit, £568 represents the cash portion of the Gold ‘Standard Reserve,
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VIIL.—HOME CHARGES.

- The following is an analysis of the Net Expenditure in England
charged on the Revenue of the year :—

. A N A 3
Net Expenditure, » | Estimate, ]
1933-34. | Jooi¥e | 1935-36.
Direct demands on the Revenues :— £ £ £
Stores for India .. . - . . . . 1,322 600 750
Leave All and Miscell . . . . 41,719 38,700 38,550
Railway Revenue Account :— .
Interest and management of debt .. .. . .| 9,587,232 | 9,366,675 | 9,274,350
Government sharz of Surplus profits ., . .o . g 9,675 9,45
Leave A and M e me ae e 447,877 402,150 | 381,375
Irrigation Revenue Account :— .
Leave Allowances . .. . o . v . 124 525 525
Posts and Telegraphs :— N .
Indian Postal and Telegraph Department 3
Leave . . o 63,796 62,625 60,375
Debt Services i—
Interest on Ordinary Debt (less interest realised from invest-
ment of Cash Balance) 5,584,395 | 5,607,300 | 5,482,575
Interest, Discouat, etc., on Gold Standard Reserve credlted
to Revenue .. .- . . . 334,690 1,155,000 2,100
Silver Redemption Reserve .. . . .. . — 150,000
Management of Debt .. .e . . . . 430,623 100 050 ,
on Other f“‘ ions .. .e . . . 43,476 47,700 48,750
Civil Administration ;—
Home Administration t—
India Office; Salaries and Contingen . 208,397 215,250 222,000
High Commissioner’s Office : Salans and Q)ntmgenma . 180,107 194,250 208,725
Audit Office : Salaries .. 15,251 15,600 15,600
Contribution by His Majesty’s Trwsury in mpect of the Ad-
ministrative Expenses of India Offi . . 104,349 104,550 107,175
Payments on account of Departments in Indxa —
Stores for India .. . .. . ve . 10,437 27,6875 16,275
Leave Allo and Miscell . . . ‘e 327,825 323,100 338,400
Currency and Mint :—
Stores for India . . en s . . 2,500 3,300 3,675
Leave All and Miscell . . 3,805 4,050 4,725
Interest on Paper Currency Reserve Investments .. . — 60,000 4,200
Civil Works :— b
Leave All and Miscell . . e ee 10,791 6,150 8,325
Miscellaneous
Temwna.l and Political Pensions 7,385 8,025 8,550
Civil Superannuation Allowances and’ Pensions (mcludmg
Home establishment Peasions) 1,319,750 1,324,875 1,313,850
Contribution to the Secretariat of the League of Nations .. 103,773 107,850 112,950
Other Miscellaneous Charges .. s . . 20,680 9,225 14,475
Stationery and Printing i—
Stores for India . 13,324 11,475 12,075
Expendxtum at the India Office and the | H.lgh Commlsmnet s
Office, Leave Allowances, ete. .. . .. 7,687 11,175 9,000

Defence Services {Army, Marine and Air Force) :-—~—

Home Charges of British Forces serving in India .. . 40,000 60,975 64,950
Sea Trans; Charges .. ‘e . .. . o 475,097 469,800 471,300
Unemployment Insurance . . . . o 98,246 136,950 138,600
National Health Insurance - . “ . . 88,936 89,975 89,450
Aden Contribution . . 115,500 145,650 120,000
Contributions under Contributory Pensions Act, 1925 116,808 119,700 118,350
Contribution to the expenses of His Majesty 's Ships in Indlan :
. . . 100,192 100,800

Seas . 100,800
Furlough Pay and Miscelianeous . . . e 930,551 962,700 | 1,024,950
Sto . . . 635,013 698,025 762,900

Mamage Allowances and "Aliotments | s . 348,965 858,200 364,800

Retired Pay of British Forces for Service in India .. 1,282,808 | 1,211,025 | 1,217,475
Retired Pay : Indian Services and Family and Miscellaneous

(including Military Funds) Pensions . . | 2,442,575 | 2,460,150 | 2,481,300

xt dipary pts and Pay . . . . 218,461 8,700 8,100

Total .. .. . . . . .o | 24,271,912 | 23,209,800 | 24,174,975

Expenditure by Secretary ofState .. .. .. .. .. | 21,193,199 | 20,061,225 | 20,995,725
» »  Bigh Commissioner ve «i ee x| 8078713 | 8,148,575 | 8,179,250

Total ..  we  we ee ee en ee | 24,271,912 | 23,209,800 | 24,174,975
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Expenditure in England not charged on the Revenue of the
year :— '

" Revised .
. . Accounts, A Budget.
Expenditure, a4’ Estimate >,
pei 1983-34. jeates’ | 19%6-36. .

) £ £ £

Capital outlay on State Raxlways . - .. .. 946,081 1,425,000 1,500,000
New Capital at Dethi .. . .. e e 1,350 —_
Posts and Telegraphs .. .. .. .. .. v 124 800 —

Vizagapatam Port. . .. .. .- .. . 9,663 7,875 38,750

Lighthouses and L. lghtslups . .. .. . . 120 225 450

Expendnure by Secretarv of State .. .. .. .. 878,097 | 1,365,000 | 1,440,000

,, High Commissioner .. . .. .. 77,891 69,750 |- 64?200

Total .. .. . .- .. .. 955,988 1,434,750 1,504,200

VIIL—GOLD STANDARD RESERVE AND SILVER
REDEMPTION RESERVE.

The Gold Standard Reserve was built up out of the profit
from the coinage of rupees. The principal objects for which it was
maintained were (1) to provide funds from which the Secretary of
State could finance his requirements at times when remittance of
funds from India through the usual market channels could not
conveniently be arranged, and (2) to furnish resources against
which sterling drafts might, if necessity arose, be sold by the
Government of India to remitters in India.

The Reserve was maintained at £40,000,000, any assets
in excess of this amount, on the basis of current market prices
or below, being appropriated to revenue, subject to credits to an
Equalisation Fund (instituted with effect from 1929-30) which
was designed to mitigate the effect on the budgetary position of
fluctuations in the value of the securities in the Reserve. There .
had been no amount at the credit 6f the fund since 1931-32.

The earlier history of the Reserve is described in the Explana-
tory Memorandum for 1922-23 [Command Paper 1766 of 1922],
and the operation of the Revenue Equalisation Fund is described
in the issue for 1931-32 [Command Paper 3969 of 1931].

On the Ist April, 1935, the Reserve Bank of India assumed
its currency responsibilities and on the same date certain assets
were handed over to it by Government, including £32,500,000
from the Gold Standard Reserve. The balance of £7,500,000 of
the Gold Standard Reserve in the form of sterling securities and
cash was retained by Government in the newly created Silver
Redemption Reserve, which is held to meet the liability imposed
by Section 36 of the Reserve Bank Act, under which Government
are obliged to pay full value for surplus rupees which. may be
transferred by the Bank up to a maximum of Rs. 5 crores a year.
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Statistics regarding the Gold Standard Reserve

The total receipts from profit on coinage, interest and discount,
and profit by exchange up to 31st March, 1935, were as follows :—

£
Profits on Coinage from 1900-01 .. 28,573,606
Interest and discount - .. .. .. 32,891,371
Profit by exchange .. .. .. 194,917
61,659,894

Of the above sum,, £1,123,655 has been used for capital
expenditure on railways, £2,866,217 has been transferred to the
Paper Currency Reserve in reduction of created Rupee securities,
£16,025,828 has been transferred to Revenue, and the remainder
has been credited to the Gold Standard Reserve. The following
tables give a summary of the transactions to 31st March, 1935,
and the composition of the Reserve on that date :—

- Summary of Tyansactions,

Profits on Coinage paid to Gold Standard Reserve— £
Total Profits realized since 1st April, 1900 .. 28,573,606
Deduct amount used for Capxta.l Expendxture
on Railways .. . 1,123,655
— 27,449,951
Interest and discount received up to 31st March,
1935 .. .. . . .. 32,891,371
Profit by exchange . .. el e 194,917
Profit through apprec.la.tlon . . .. 525,452
———— 33,611,740
Profits and Interest paid to Reserve from —
1st April, 1900, to 31st March, 1935 .. .. 61,061,691
Deduct—
Loss on Sale, Redemption, and Conversion of
Securities . . 2,149,072
Transferred to Paper Currency Reserve in
reduction of created securities .. .. 2,866,217
Transferred to Revenue .. .. .. .. 16,025,828
Miscellaneous Charges .. . . - 20,574
—_— 21,061,691
Amount of Gold Standard Reserve on 31st March, —_—
1935 oy e . . £40,000,000
State of Reserve, 31st Maych, 1935.
Sterling Securities held in England (va.lue at, or below, £
minimum market price)—
Treasury Bills. . .. 11,623,806
Other Secuntles (Treasury Bonds and Conversion Loans) 26,221,723
37,845,529
Gold held on deposit at Bank of England (valued at par) 2,152,334
Cash held in England .. o . .e . 2,137
" £40,000,000
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IX.—EXCHANGE AND REMITTANCE

The purchases.of sterling in India by the Government of India
and the sterling taken over in London during the last ten years,
have been as follows :—

Purchases of
Sterling Average Rats
Year. Sterling b’ taken over in Total. of Exchange
of lm:ha. Loandon, per Rupee.
£ £ £ 5. d
1925-26 46,316,500 - —_ 46,316,500 1 6-152
1926-27 2,115,000 — 2,115,000 1 6-019
1927-28 28,325,000 —_ 28,325,000 1 5-997
1928-29 30,810,000 — 30,810,000 1 6-026
1929-30 15,215,000 — 15,215,000 1 5-908
1930-31 . . . 5,395,000 — 5,395,000 1 5-841
1931-32 . .- . 40,049,000 9,1 1 6-123
193233 .. .- .. 35,733,000 1,212,998 36,945,998 1 6-154
1933-34 .. . .. 45,158,000 60,317 45,218,312 1 6-071
1934-35 .. .. .. 87,542,000 33,926 37,575,926 1 6-086

The sales by the Government of India of immediate telegraphic
transfers on London during the last ten years have been as
follows :—

1925-26 .. Nil.

1926-27 .. £1,425,000 at the rate of Is. 53d.
1927-28 to 1929-30 .. Nil.

1930-31 .. £5,733,626 at the rate of ls. 5}3d..
1931-32 .. £14,047,804 at the rate of 1s. 56 2d.
1932-33 to 1934-35 .. Nil.

X.—SEA-BORNE TRADE

The figures of Exports from, and Imports into, India of
Merchandise and Treasure during 1932-33, 1933-34 and 1934-35,
are summarised below. Further particulars are given in the
published statements of the Sea-Borne Trade of British India.

Summary of Sea-borne Tyade

—_— 193233, 1933-34. 1934-35.
On Privale Account,
Rs. Rs. Rs.
Exports of Merchandise .. | 1,35,49,14,410 | 1,49,73,22,629 | 1,54,78,67,927

Imports of Merchandise .o | 1,32,68,43,175 | 1,15,35,70,144 | 1,32,25,19,589
Net Exports of Merchandise 2,90,71,235 34,37,52,485 22,53,48,338

Net Exports of Gold. . .. 65,52,27,956 57,05,35,961 '52,53,74,607
Net Imports of Silver. . . 72,84,602 1,36,593 2,16,08,542
Net Exports of Cnn'ency Not&s 13,43,433 19,41,306 36,89,565

Net Exports of Treasure .. | - 64,92,86,787 57,23,40,674 55,06,72,714

Net Exports of Merchandise
and Treasure on Private
Account .. o e 67,83,58,022 | 91,60,93,159 | 77,60,21,052

Y
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Summarj: of Sea-borne Trade—continued.

- 1932-33. 1933-34. 1934-35.
Government Transactions. Rs. Rs. Rs.
Imports of Merchand«isé .. 2,43,32,879 - 1,94,75,278 2,29,60.405
Exports of Merchandise . 44,19,699 50,34,820 28,17,431

Net Imports of Merchandise 1,99,13,180 1,44,40,458 2,01,42,974

Net Exports of Gold . . — : —_ —
Net Exports of Silver . 2,74,15,553 6,37,08,019 4,18,62,204
Net Exports or Imports of

Currency Notes .. — : — I —

Net Exports of Treasure .. 2,74,15,553 6,37,08,019 4,18,62,204

R. A. BUTLER

India . Office,
23rd September, 1935.

Printed under the authority of His Ma!esty s Statmnery Office
By Eyre and Spottiswoode Limited, East Harding Street, E.C. 4
Printers to the King’s most Kxcellent Majesty

Tt s (975)12801 Wt 1410—1206 625 10/85
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EAST INDIA (INDIAN FINANCE ACT, 1935).
No. 1.

InpiaN FiINANCE AcT, 1935.

(Made by the Governor General on 22nd April, 1935.)

An Act to fiz the duty on salt manufactured in, or imported by
land into, certain parts of British India, to vary certain duties
leviable under the Indian Tariff Act, 1934, to fix mazimum rates
of postage under ‘the Indian Post Ojfﬁce Act, 1898, to fix rates
of income-tax and super-ltexz, and to wvary the excise duty on
silver leviable under the Silver (Exzcise Duty) Act, 1930.

Whereas it is expedient to fix the duty on salt manuvfactured
in, or imported by land into, certain parts ‘of British India, to
vary certain duties leviable under the Indisn Tariff Act, 1934, to
fix maximum rates of postage under the Indian Post Ofﬁce Act
1898, to fix rates of income-tax and super-tax, and to vary the
excise-duty on silver leviable under the Silver (Excise Duty) Act,
1930 ; It is hereby enacted as follows :—

1.—(1) This Act may be called the
Indian Finance Act, 1935.

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

2. The provisions of section 7 of the I_udlan Salt Act, 1882,
shall, in so far as they enable the
Governor General in Council to im-
pose by rule made under that section a duty on salt manufactured
in, or imported into, any part of British India other than Burma
or Aden, be construed as if, for the year beginning on the 1st day
of Apnl 1935, they lmposed such duty at the rate of one rupee
and four annas per maund of eighty-two and two-sevenths pounds
avoirdupois of salt manufactured in, or imported by land into,
any such part, and such duty shall, for all the purposes of the
said Act, be deemed to have been imposed by rule made under
that section.

3.—(1) In the First Schedule to the Indian Tariff Act, 1934,

in Items Nos. 61 (2) and 62 (1) for the

Amendments of the First »nd words ‘‘ Five annas per ounce '’ in the

oriop Schedules 1o Act XXXIL ¢ ivth column the words * Two annas

per ounce’’ shall be substituted.

Short title and extent.

Fixation of salt duty.

XXXII of

VI of 1898,

XVIII of
1930.

XII of 1882

XXXII of
1934.

(2) In the Second Schedule to the Indian Tariff Act, 1934, the XXiII of
heading ** SKINS *’ together with Item No. 8 under that heading 1934

shall be omitted.
30454 ‘ ’ A2



VI of 1898,

XTI of 1922,

. XTI of 1922.

XT of 1922.

XVIII of
1930.
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4. For the year beginning on the 1st day of April, 1935, the

o Schedule contained in the First Schedule

foland Postags rates. to this Act shall be inserted in the Indian
Post Office Act, 1898, as the First Schedule to that Act.

9.—(1) Income-tax for the year beginning on the 1st day'of

. April, 1935, shall be charged at the rates

Income-tax and super-tax. specified in Part I of the Second

Schedule, increased in each case, except

in the case of total incomes of less than two thousand rupees falling

uﬁlder heading A in the said Part, by one-sixth of the amount of
the rate. '

(2) The rates of super-tax for the year beginning on the 1st day
of April, 1935, shall, for the purposes of section 55 of the Indian
Income-tax Act, 1922, be those specified in Part II of the Second
Bchedule, increased in each case by one-sixth of the amount
of the rate.

(3) For the purposes of the Second Schedule ‘‘ total income *’
means total income as determined for the purposes of income-tax
or super-tax, ag the case may be, in accordance with the provisions
of the Indian Income-tax Act, 1922.

(4) For the purpose of assessing and collecting income-tax on
total incomes of less than two thousand rupees the Indian Income-
tax Act, 1922, shall be deemed to be subject to the adaptations
set out in Part IIT of the Second Schedule.

(5) For the purpose of any assessment to be made for the year
ending 31st March, 1936, the rate of income-tax applicable to
such part of the tofal income of any person as is derived from
salaries or from interest on securities paid in the year ending
31st March, 1935, shall be the previous year’s rate, and for the
purposes of refunds under sub-section (1) or sub-section (3) of
Section 48 in respect of dividends declared in the year ending
31st March, 1935, or of payments made in the said year of salaries
or of interest on securities, the rate applicable to the total income
of the person claiming refund shall be the previous year’s rate.

Ezplanation.—In this sub-section the term ‘'‘ previous year's
rate *’ with reference to any person means the rate of income-tax
which would have been applicable to his total income if he had
been assessed for the year ending 31st March, 1935, on a total
income equal to that on which he is assessable for the year ending
31st March, 1936.

6. In sub-section (1) of section 3 of the Silver (Excise Duty)
Act, 1930, for the words ‘* five annas *’
Exoise duty on Silver, the words ‘‘two annas’ shall be

P Ry ) - |
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SCHEDULE I.
Schedule to be inserted in the Indian Post Office Act, 1898.
[See section 4.]
“THE FIRST SCHEDULE.
Inzanp PosTace IRATES.

[See section 7.] °

Letters.
For a weight not exceeding half a tola ... One anma.
For a weight exceeding half a tola but not exceed-
ing two and a half tolas ... .. One anna and three
pies.
For every two and a half tolas, or fraction thereof,
exceeding two and a half tolas ... .. One anna and three
pies.
Postcards.
Single ... Nine pies.
Reply aee . ©One and a half
annas.
Book, Pattern and Sample Packets.
For the first five tolas or fraction thereof ... ... Nine pies.
For every additional five tolas or fraction therecof .
in excess of five tolas .. Six pies.
Registered Newspapers.
For a weight not exceeding eight tolas = ... ... ~ Quarter of an anna.
For a weight exceeding eight tolas and not exceed-
ing twenty tolas e Half an anna.
For every twenty tolas, or fractlon the’reof exceed—
ing twenty tolas ... Half an anna.
Parcels.
For a weight not exceeding twenty tolas ... Two annas.
For a weight exceeding twenty tolas and not exoeed—
ing forty tolas ... .. Four annas.
For every forty tolas, or fra.chon thereof exceedmg
forty tolas ... Four annas.”
SCHEDULE 11.
[See section 5.]
Part I.
Rates of Income-tax.
A. In the case of every individual, Hindu undivided
family, unregistered firm and other associa-
tion of individuals not being a registered firm
or a company— Rate.
(1) When the total income is Rs. 1,000 or One and one-third
upwards, but is less than Rs. 1,500. pies in the rupee.

(2) When the total income is Rs. 1,500 or Two and two-thirds
upwards, bub is less than Rs. 2,000. pies in the rupee.



(3) When the total dncome ie Rs. 2,000 or
upwards, but ig less than Rs. 5,000.

(4) When the total income is Rs. 5,000 or
upwards, but is less than Rs. 10,000.

(5) When the total income is Rs. 10,000 or
upwards, but is less than Rs. 15,000.

(6) When the total income is Rs. 15,000 or
upwards, but is less than Rs. 20,000.

(7) When the to#a]l income is Rs. 20,000 or
upwards, but is less than Rs. 30,000.

(8) When the total income is Rs. 380,000 or
upwards, but ig less than Rs. 40,000.

(9) When the total income ds Rs. 40,000 or
‘upwards, but is less than Rs. 1,00,000.

(10) When the total income is Rs. 1,00,000 or
upwards,

B. In the case of every company and registered firm,
whatever its total inmcome,

Parr II.

Rates of Super-taz. -

In respect of the excess over thirty thousand rupees
of total income— .

(1) In the case of every company—
(a) in pespect of the first twenty thousand
rupees of such excess
(b) for every rupee of the remainder of such
excess ...

(2) (@) in the casé of every Hindu undivided
family—

(i) in respect of the first forty-five

thousand rupees of such excess ...

(#1) for every rupee of the mext twenty-

,five thousand rupees of such

excess ...

(b) in the case of every individual, unregistered

firm and other association of individuals

not being a registered firm or a
company— _

(3) for every rupee of the first twenty

thousand rupees of such excess ...

(it) for every rupee of the next fifty
thousand Tupees of such excess ...

(¢) in the case of every individual, Hindu un-
divided family, unregistered firm and

other association of individuals not being .

a registered firm or a company—

(i) for every rupee of the next fifty
thousand rupees of such excess ...

(i2) for every rupee of the mnext fifty
thousand rupees of such excess ...

Six pies in the
rupee.
Nine pies in the
Tupee.
One anna in the
TUpee.
One anna and four

pies in the rupee.
One anna and seven
"pies in the rupee.
One anna and eleven
pies in the rupee.
Two annas and one
pie in.the rupee.
Two annas and two
pies in the rupee.

Two annas and two
" pies in the rupee.

Rate.

Nil.
One anna in the
rupee,

Nil.

One anna and three
pies in the rupee.

Nine pies in the

rupee.

One anna and three
pies in the rupee.

One anna and nine
pies in the Tupee.

Two annas and three
? pies in the rupee.
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(iit) for every rupee of the next fifty
thousand rupees of such excess ... Two annas and nine
pies in the rupee.
(iv) for every rupee of the mext fifty
thousand rupees of such excess ... Three annas and
three pies in the
rupee.
(v) for every rupee of the next fifty
thousand rupees of such excess ... * Three annas. and
: " mnine pies in the

) rupee.
(vi) for every rupee of the next fifty
thousand rupees of such excess ... Four annas “and
three pies in the
rupee.

(vit) for every rupee of the mext fifty
thousand rupees of such excess ... Four annas and nine
pies in-the rupee.

(viii) for every rupee of the next fifty

thousand rupees‘of such excess ... [Five annas and
: three - pies - in the
rupee.

(ix) for every rupee of the next fifty
thousand rupees of such excess ... Five annas and nine
: : pies in the rupee.

(x) for every rupee of the remainder . .«
of such excess ... Bix annas and three
pies in the rupee.

Parr ITI.

Adaptations of the Indian Income-taz Act, 1922, to provide for the summary
assessments of income-tax on total incomes of less than Rs. 2,000,

1. The Income-tax officer may, save where he has served a notice under
sub-section (2) of section 22 of the Indian Income-tax Act, 1922, make a
summary assessment of the income of an assessee to the best of his judgment,
and shall serve on the assessee a notice of demand in a form to be prescribed
by the Central Board of Revenue; and such notice shall be deemed to be a
notice of demand under section 29 of that Act.

2. Any assessee in respect .of whom such summary assessment has been
made, may, within thirty days of the receipt of the notice of demand, make
an application to the Income-tax Officer for the cancellation or revision of
the assessment, and the Income-tax Officer shall, after examining any
accounts and documents and hearing any evidence which the assessee may
produce, and such other evidence as the Income-tax Officer may require,
determine, by order in writing, the amount of the tax, if any, payable
by the assessee, and such determination shall be final:

Provided that, if any assessee making such application files therewith a
return of his mcome under sub-section (2) of section 22 of the Indian
Income-tax Act, 1922, the application shall be deemed to be a return under
that sub-section and shall be dealt with accordingly.

8. A copy of an order under ‘paragraph 2 shall be served on the assessee
to whom it relates and shall be deemed to be a notice of demand under
section 29 of the Indian Income-tax Act, 1922,

4. The above procedure shall apply also to the assessment and collectiox
during the financial year 1935-36 of incomes of Rs. 1,000 and upward anc
less than Rs. 2,000 which have escaped assessment in the financial yea:
1934-35.
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No. 2.

" Recommendations to the Legislature, Certification, Assent and
Direction bringing the Act into operation forthwith.

In pursuance of the provisions-of sub-section (1) of section 67B
of the Government of India Act, I, Freeman, Earl of Willingdon
do recommend to the Leglslatlve Assembly that it do pass the Bill
to fix the duty on salt manufactured in, or imported by land into,
certain parts of British India, to vary oertam duties leviable under
the Indian Tariff Act, 1934 to fix maximum rates of postage
under the Indian Post Office Act, 1898, to fix rates of income-
tax and super-tax, and to vary the excise duty on silver leviable
under the Silver (Excise Duty) Act, 1930, in the form hereto

. annexed. .

WE[LI.INGDON,

T ! . Viceroy and Governor General.

The' 5th April, 1935.
Whereas the Legislative Assembly has failed to pass in the
form recommended 'by me the Bill to fix the duty on salt manu-
" factwred in, or imported by land into, certain parts of British
India, to va,ry'-certa-in duties. leviable under the Indian Tariff
- Act, 1934, to fix maximum rates of postage under the Indian Post
Office Act, 1898, to fix rates of income-tax and super-tax, and
to vary the excise duty on silver leviable under the Silver (Excise
Duty) Act, 1930, a copy of whlch Bill in the form recommended
by me is hereto annexed

Now, therefore, I, Freeman, Earl of Willingdon, in ezercise of
the power conferred by sub-sectlon (1) of section 67B of the
Government of India Act, do hereby certify that the passage of
the said Bill is essential for the interests of British India.

‘WILLINGDON.
S Viceroy and Governor General.
The 6th April, 1935.

In pursuance of the provisions of sub-section (1) of section 67B
of the Government of India Act, I, Freeman, Farl of Willingdon,
do recommend to the Council of State that it do pass the Bill
to fix the duty on salt manufactured in, or imported by land into
certain parts of British India, to vary certain duties leviable under
the Indian Tariff  Act, 1934, to fix maximum rates of postage
under the Indian Post Office Act, 1898, to fix rates of income-
tax and super-tax, and to vary the excise duty on silver leviable
under the Silver (Excise Duty) Act, 1930, in the form hereto

annexed.

' WILLINGDON,
, ‘Viceroy and Governor General.
The 6th April, 1935.
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This Bill has been consented to by the Council of State.

’ M. B. DanasHOY,

" President, Council of State.
The 16th April, 1935. :

I assent to this Bill.
' WILLINGDON,
Viceroy and Governor General.
The 22nd April, 1935.

! This Act has been made by me as Governor General under the
" provisions of section 67B of the Government of India Act.

»

WILLINGDON,
v Viceroy and Governor General.
The 22nd April, 1935.

Whereas I, Freeman, Earl of Willingdon, am of opinion that
a state of emergency exists which justifies the direction by me
that the Indian Finance Act, 1935, being an Act made by me
under the provisions of section 67B of the Government of India
Act, shall come into operation forthwith :-

"Now, therefore, in exercise of the power conferred by the proviso
to sub-section (2) of that section, I do hereby direct accordingly.
WILLINGDON,

Viceroy and Governor General.
The 22nd April, 1935. ‘ ' -

No. 3.

Despatch to the Right Honourable Sir Samuel Hoare, Bart.,:
¢.c.8.1., G.B.E., C.M.G., P.C., M.P., His Ma]estysSecre
tary of State for India.

No. 58, dated Simla, the 25th Apnl 1935

The Indian Finance Act, 1935.
SIR,

I have the honour to forward herewith an authentic copy .of-
the Indian Finance Act, 1935, to which I have signified my

assent under clause (b) of sub-section (1) of section 67B of the
Government of India Act. The Finance Bill was as usual intro--
duced in the Legislative Assembly on the occasion -of the pre-

sentation of the General Budget on the 28th February. The-
. motion to take the Bill info consideration was made on the 13th
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March and after an unusually protracted discussion was carried
without a division on the 25th March. In the course of the detailed
consideration of the claises the following amendments were carried
against Government :— :

(1) An amendment reducing the rate of salt duty from
Rs.1/4 per maund to 12 annas per maund involving a loss of
revenue of 325 lakhs.

(2) An amendment omitting the provision made for the
repeal of the export duty on skins, the result on revenue being
a gain of 8 lakhs.

(3) Amendments removing the imposition of income-tax on
incomes of not less than Rs.1,000 but less than Rs.2,000 per
annum, the loss of revenue involved being 50 lakhs.

(4) The following amendments to the postage rates:—

(a) An amendment substituting one tola for half a tola
as the limit of weight to be carried for the initial rate of
one anna, the loss of revenue involved being 16 lakhs.

‘(b) An amendment reducing the rates for single and
reply post cards from 9 pies and one and a half annas to
6 pies and one anna respectively, the loss of revenue in-
volved being 54 lakhs.

(¢) An amendment introducing a new initial rate of
6 pies for book packets not exceeding 2% tolas in weight,
the loss of revenue involved being 6} lakhs.

2. Acquiescence in the amendments as a whole, which would
have involved a net loss of revenue of 443} lakhs was clearly im-
practicable and I was therefore under the necessity of intervening
with a recommendation under section 67B of the Government
of India Act. The question which required and received my earnest
consideration was whether I should recommend to the Assembly
the making of all the amendments necessary to restore the Bill
to its original form or whether I should endeavour to meet the
views of the Assembly in part by acquiescing in such of the amend-
ments carried by the Assembly as might arguably have been
accepted without unbalancing the Budget to an impossible extent.
I was constrained to conclude that the only amendments which
could have been accepted consistently with the minimum require-
ments of the financial situation were the amendment omutting
the provision for the repeal of the export duty on skins and the
two less important amendments to the postal rates. Acceptance
of the first-named amendment would have resulted in a small im-
provement in the revenue position but considerations of an extra-
financial character led me to conclude that the amendment should
none the less not be accepted. The repeal of the duty is calcu-
lated definitely to benefit the agricultural classes and I am con-
fident that in carrying the amendment by a majority of one vote
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only the Assembly failed accurately to reflect the attitude of pub-
lic opinion on this question. The benefit to the tax-payer—and
particularly to the poorer tax-payer—which would bave accrued
from the acceptance of either or both of the two minor amendments
to the postal rates would have been insignificant, while the accept-
ance of either or both of the amendments would have seriously
retarded the restoration to solvency of the Post and Telegraph
Services. On the merits, therefore, I had no doubt that the in-
terests of the country would best be served by the’ restoration
in all respects of the terms of the Bill as originally introduced,
and while in different circumstances I would readily have recog-
nised the possibility that the political advantages of deferring in
part to the Assembly’s verdict might well outweigh the practical
disadvantages involved in the acceptance of amendments which
I believed to be on the merits mistaken, T could not but feel that
on the present occasion this consideration was deprived of most
if not all of its normal weight by the indisputable fact that the
Opposition in the Assembly had for the most part been concerned
merely to defeat and émbarrass Government and had accorded
little or no impartial consideration to the merits either of the pro-
posals originally embodied in. the Bill or of theu' own amendments
to those proposals. -7 .» . 07T LT o

3. I decided, therefore, to recommend all the amendments neces-
saryfor the-restorition' &f the Bill't6 +its 'origingl form' and I
briefly explained my reasons for this -decisiorr lins.the Message
which I communicated to the Assembly along with my recom-
mendation.. The, fex of this Message was ag.followg— ..,

‘“ The Financét Bill : as vintroduced v.contained provisions
designed to reduce taxation to the maximum extent possible
within our existing. resources and incidentally fo provide some
benefit to the agriculturist by removing a bar on the profit-
able sale of one of his products. The Bill was the counter-
part of the policy represented in the allocation of a non-recur-
rent surplus for the development of roads, broadcasting, civil
aviation and above all for the improvement of the economic
position of the villages in this country. So far as the Finance
Bill is concerned, the Amendments made by the Legislative
Assembly would, if accepted, amount to a serious mutilation
of the Bill. They entail a loss of revenue of from four to five
crores and so involve -budgeting for a heavy deficit and all
the deleterious results to India’s credit which have invariably
followed an unsound procedure of this character. The amend-
ments cannot therefore be.accepted.

After anxious consideration I have decided to recommend
to the Assembly that the Bill be restored to the form in which
it was originally introduced. I have considered whether if
is possible to accept some of the financially less important
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amendments made but one of these is definitely opposed to
the interests of the agriculturist and the others are minor
postal ‘concessions  which, though affording little or no benefit
to the poor; would more than double the estimated deficit
on the Posts and Telegraphs Departments and postpone the:
restoration of solvency in that -service.. Every one of the
‘remaining amendments involves a loss of ‘at least half a crore:
of revenue .and so must be ruled out so far as the current.
year is concerned.”’ SR :

" '4. In pursuance of my recommendation the Member in charge
of the Bill moved an amendment to restore the rate of salt duty
to-Rs.1/4 per maund. The amendment was defeated by 64 votes
to 41 and the President in due course furnished a certificate in
accordance with sub-rule (5) of Rule 836B of the Indian Legislative
Rilles to the effect that the Assembly had failed to pass the Bill
in the form recommended by me. In the position thus produced
it. was clearly incumbent. upon me to certify the Bill in the form
recommended. The certified Bill with the necessary recommenda-
tion was thereupon laid before the Council of State on Monday
the 8th April and after consideration by that body was passed
without amendment on the 16th April. On the 22nd April, 1935,
I gave my assent to the Bill and for compelling reasons of an
obvious nature -caused to be endorsed upon the Bill a direction
in the terms of the proviso to subsection (2) of section 67B of the
Government of India Act.

5. In a,c,z6rdance with the instructions comtained in your pre-
decessor's despatch No. 61, dated the 21st December, 1869, copies
of the papers relating to.the Act are enclosed herewith.

I have the honour to be,
Sy,
Your most obedient, humble servant,
WILLINGDON.

No. 4.

Telegram from the Secretary of State for India to the Governor
General dated 25th June, 1935. .

In pursuance of section 67B of the Government of India Act
[ am taking steps to lay before both Houses of Parliament Indian
Finance Act, 1935, which received your assent and was under
your direction brought into operation forthwith, in the circum-
stances related in Your Excellency’s despatch No. 58, dated 25th
April. I approve Your Excellency’s proceedings.

(30464—19) Wt,1288—1286 626 7/36 P.St. G.350



EAST INDIA (FINANCE ACT, 1936)

Indian Finance ACt, 1936

Passed under the procedure prescribed by
Section 678 of the Government
of India Act

Inpia OFFICE, | s CSCIL KISCH )
22nd June, 1936 ssistant n;i(::: ISrfgxi':tary of State

X2
Presented pt;rmant 2o the Government of Indiq .z!ct
Section 6m (2) - -~

Ordered by ‘The House of Commons s e Printed
24tk Fune, 1936

"LONDON
PRINTED AND PUBLISHED BY HIS MAJESTY’S STATIONERY OFFICE

To be purchased directly from H.M. STATIONERY OFFICE at the following addresses -
Adastrat House, Kingsway, London, W.C.2; 120 George Street, Edinburgh 2:
York Street, Manchester 1; 1 St. Andrew’s Cresceat, Cardiff;
. 80 Chichester Street, Belfast;
or through any Bookseller

1936
Price 24, Net
129



No.

No.

No.

TABLE OF CONTENTS

" Text of the Indian Finance Act, 1936

Recommendations, Certification, Assent and Direction bring-
ing the Act into operation forthwith

Despatch from the Governor General to the Secretary of.
State for India, dated 14th April, 1936

Telegram from the Secretary of State for India to the
Governor General, dated 26th May, 1936 ...
/ .

PAGE



3

EAST INDIA (INDIAN FINANCE- ACT, 1936)

No. 1.

INDIAN FINANCE ACT, 1936
- (Made by the Governor General on 3lst March, 1936.)

An Act to fix the duly on salt manufactured in, or imported
by land into, certain parts of British India, to fix
mazimum rates of postage under the Indian Post Office
Act, 1898, and to fix rates of income-tax and super-
tazx.

Whereas it is expedient to fix the duty on salt manufactured
in, or imported by land into, certain parts of British India,
to fix maximum rates of postage under the Indian Post Office
Act, 1898, and to fix rates of income-tax and super-tax; It is
hereby enacted as follows :

1.—(1) This Act may be called the Indian Finance Act,
1936.

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

2. The provisions of section 7 of the Indian Salt Act, 1882,
shall, in so far as they enable the Governor General in Council
to impose by rule made under that section a duty on salt
manufactured in, or imported into, any part of British India
other than Burma or Aden, be construed as if, for the year
beginning on the 1st day of April, 1936, they imposed such
duty at the rate of one rupee and four annas per maund of
eighty-two and two-sevenths pounds avoirdupois of salt manu-
factured in, or imported by land into, any such part, and such
duty shall, for all the purposes of the said Act, be deemed to
have been imposed by rule made under that section.

3. For the year beginning on the 1st day of April, 1936, the
Schedule contained in the First Schedule to this Act shall be
inserted in the Indian Post Office Act, 1898, as the First
Schedule to that Act.

4.—(1) Income-tax for the year beginning on the 1st day
of April, 1936, shall be charged at the rates specified in Part I
of the Second Schedule, increased in each case by one-twelfth
of the amount of the rate.

(2) The rates of super-tax for the year beginning on the
1st day of April, 1936, shall, for the purposes of section 55 of
the Indian Income-tax Act, 1922, be those specified in Part II
of the Second Schedule, increased in each case by one- twelfth
of the amount of the rate.

Short title
and exteni

Fixation o
salt duty.

Inland
Postage
Rates.
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(3) For the purposes of the Second Schedule ** total
income '’ means total incomé as determined for the purposes
of income-tax or super-tax, as the case may be, in accordance
with the provisions of the Indian Income-tax Act, 1922.

(4) For the purpose of any assessment to be made for the
year ending 31st March, 1937, the rate of income-tax applic-
‘able to such part of the total income of any person
as is derived from salaries or from interest on securities paid
in the year ending 31st March, 1936, shall be the previous
year’s rate, and for the purposes of refunds under sub-section
(1) or sub-section (8) of section 48 in respect of dividends
declared in the year ending 31st March, 1936, or of payments
made in the said year of salaries or of interest on securities,

XTI of
1922.

the rate applicable to the total income of the person claiming

. refund shall be the previous'year’s rate.

Explanation.—In this sub-section the term ‘‘ previous -

29

year’s rate *’ with reference to any person means the rate of
income-tax which would have been applicable to his total
income if he had been assessed for the year ending 38lst
March, 1936, on a total income equal to that on which he is
assessable for the year ending 31st March, 1937.
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SCHBDULE 1.

Schedule to be inserted in the Indian Post Office Act, 1898,

-{See section 3.1 -

“ THE FIRST SCHEDULE.

INLaAND PosTaGE RATES,
[See section 7.]
Letters.
For a weight not exceeding one tola [
For every tola, or fraction thereof, exceedmg one
tola ..
) Postcmds.
Single

One anna.

Hslf an anna.

Nine pies. .
One and a half annas.

Book, Pattern and Sample Packets..

For the first five tolas or fraction thereof .
For every additional five tolas or fraction thereof
in excess of five tolas - ...

Registered Newspapers. ‘

For a weight not exceeding ten tolas

For a weight exceeding ten tolas and not e.yxceed- -

ing twenty tolas -
For every twenty tolas, or fractlon thereof exceed-
ing twenty tolas
Parcels.
For a weight not exceeding twenty tolas ... e
For a weight exceeding twenty tolas and mnot
exceeding forty tolas .
For every forty tolas, or fra.ctlon thereof exceed-
ing forty tolas .
SCHEDULE II.
[See section 4.]
Part. I.
. Rates of Income-taz.
A. In the case of every individual, Hindu un-
divided family, unregistered firm and other
association of individuals not being a
registered firm or a company—
(1) When the total income is Rs.2,000 or up-
wards, but is less than Rs.5,000 ...
(2) When the total income is Rs.5,000 or up-
wards, but is less than Rs.10,000 ...
(3) When the total income is Rs.10,000 or up-
wards, but is less than Rs.15,000 ...
(4) When the total income is Rs.15,000 or
upwards, but is less than Rs.20,000

(5) When the total income is Rs.20,000 or -

upwards, but is less than Rs.30,000.
(6) When - the - total income is Rs.30,000 or
- upwards, but is less than Rs.40,000.
(7) When the total inecome is Rs.40,000 or
upwards, but is less than Rs,1,00,000.
'(8) ‘When the total mcome is Rs. 100000 or
upwards.
B. In the case of every company and registered
firm, whatever its total income.

36380

Nine pies.

Six pies.

Quarter of an anna.
Half an anna.

Half an anna.

" Two annas.

Four annas.

Four annas.”

Rate.

- Bix pies in the rupee.

Nine pies in the rupee.

One anna in the rupee.

"One anna and four pies

in the rupee.
One anna and seven
pies in the rupee.
One anna and eleven
pies in the rupee.
Two annas-and one pie
in the rupee.

Two annas and two pies
in the rupee.

Two annas and two pies
in the rupee.

A2
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Panr II.
 Rates of Super-tax.

In respect of the excess over thirty thousand
rupees of total income—

(1) in the case of every company—
(@) in respect of the first twenty
thousand rupees of such excess.

(b) for every rupee of the remainder
of such excess -..

(2) (a) in the case of every Hindu undivided
family—

(i) in respect of the first forty-five
" thousand rupees of such excess.

(ii) for every rupee of the next twenty-

five thousand rupees of such
excess, -

(b) in the case of every individual, unregis-
- tered firm and other association of in-
dividuals not being a registered firm or

& company—

(1) for every rupee of the first twenty
thousand rupees of such excess.

(u) for every rupee of the mext fifty
thousand rupees of such excess,

(c) in the case of every mdlvldual, Hindu un-
divided family, unregistered firm and
other association of individuals, not
being a registered firm or a company—

(i) for every rupee of the mnext fifty
thousand rupees of such excess.

(ii) for every rupee of the next fifty
thousand rupees of such excess.

(iii) for every rupee of the next fifty
thousand rupees of such excess.

(iv) for every rupee of the next fifty
thousand rupees of such excess.

(v) for every rupee of the next fifty
thousand rupees of such excess.

(vi) for every rupee of the mext fifty
thousand rupees of such excess.

~ (vii) for every rupee of the next fifty
thousand rupees of such excess.

(viii) for every rupee of the next fifty
thousand rupees of such excess.

(ix) for every rupee of the next fifty
thousand rupees of such excess.

(x) for every rupee of the remainder
of such excess.

Rate.
Nid., - -

One anna in the rupee,

Nil.
One anna and three
pies in the rupee.

Nine pies in the rupee.

One anna and - three
pies in the rupee.

One anna and nine pies
in the rupee.

Two annas and three
pies in the rupee.
Two annas and nine
pies in the rupee,
Three annas and three
pies in the rupee.
Three annas and nine
pies in the rupee.
Four annas and three
pies in the rupee.
Four annas and nine
pies in the rupee.
Five annas and three
pies in the rupee.
Five annas and nine
pies in the rupee.
Six annas and three
pies in the rupee.
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No. 2..

Recommendations to the Legislature, Certification, Assent and
Direction bringing the Act into operation forthwith.

In pursuance of the provisions of sub-section (1) of section 67B
of the Government of India Act, I, Freeman, Earl of Willingdon,
do recommend to the Legislative Assembly that it do pass the Bill
to fix the duty on salt manufactured in, or imported by land into,
certain parts of British India, to fix maximum rates of postage under
the Indian Post Office Act, 1898, and to fix rates of income-tax and
super-tax'in the form hereto annexed; ‘

‘WILLINGDON,
Viceroy and Governor General.

The 25th March, 1936.

Whereas the Legislative Assembly has failed to pass in the form
recommended by me the Bill to fix the duty on salt manufactured
in, or imported by land. into, certain parts of British India, to fix
maximum rates of postage under the Indian Post Office Act, 1898,
and to fix rates of Income-tax and super-tax, a copy of which Bill
in the form recommended by me is hereto annexed ;

Now, therefore, I, Freeman, Earl of Willingdon, in exercise of
the power conferred by sub-section (1) of section 67B of the Govern-
ment of India Act, do hereby certify that the passage of the said
Bill is essential for the interests of British India.

‘WILLINGDON,
Viceroy and Governor General.

The 26th March, 1936.

In pursuance of the provisions of sub-section (1) of section 67B
of the Government of India Act, I, Freeman, Earl of Willingdon,
do recommend to the Council of State that it do pass the Bill to fix
the duty on salt manufactured in, or:imported by land into, certain
parts of British India, to fix maximum rates of postage under the
Indian Post Office Act, 1898, and to fix rates of income-tax and
super-tax, in the form hereto annexed.

« ... WILLINGDON,
Viceroy and Governor General.
The 26th March, 1936. '

This Bill has been consented to by the Council of State.

"M. B. DADABHOY,
President, Council of State.

The 31st March, 1936.



]
I a,ssent'.to this Bill.

‘WILLINGDON,

Viceroy and Governor General.
The 31st March, 1936. :

This Act has been made by me as Governor General under the
provisions of section 67B of the Government of India Act.

‘WILLINGDON,
Viceroy and Governor General.
The 31st March, 1936.

Whereas I, Freeman, Earl of Willingdon, am of opinion that a
state of emergency exists which justifies the direction by me that
the Indian Finance Act, 1936, being an Act made by me under
the provisions of section 67B of the Government of India Act, shall
come into operation forthwith: -

Now, therefore, in exercise of the power conferred by the proviso
to sub-section (2) of that section, I do hereby direct accordingly.

- WILLINGDON,
Viceroy and Governor General.
The 81st March, 1936.

No. 3.

Despatch to the Most- Honourable the MARQUESS oOF ZETLAND,
P.C., G.C.8.1., G.C.I.E., His Majesty’s Secretary of State
for India.

No. 65, dated New Delhi, the 14th April, 1936.
The Indian Finance Act, 1936.

My Lorp MARQUESS,

I have the honour to forward herewith an authentic copy of the
Indian Finance Act, 1936, to which I have signified my assent under
clause (b) of sub-section (1) of section 67B of the Government
of India Act. The Finance Bill was introduced in the Legislative
Assembly on the 28th February. After four days’ discussion the
motion for the consideration of the Bill was carried without a
division on the 19th March. In the course of the detailed con-
sideration of clauses, the following amendments were carried against
Government :— _

(1) An amendment abolishing the salt duty, involving a loss
of about 8 crores of rupees.

(2) () An amendment reducing the rates for single and
reply post cards from 9 pies and one and a half annas to
6 pies and one anna respectively, involving a loss of revenue
of about 50 lakhs of rupees.

(#1) An amendment that the weight of registered newspapers
to be carried for a quarter of an anna be raised from eight to
ten tolas, involving a loss of revenue of about Rs.74,000
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2. The amendment abolishing the duty on salt was manifestly one
in which it was impossible for me to acquiesce. Indeed it is
safe to say that all the members who voted for the amendment must
have realised that its adoption would involve resort to my special
powers. The reduction of the charges payable in respect of post
cards stood on a somewhat different footing, but after careful con-
sideration I was constrained to conclude that apart altogether from
the extreme importance of maintaining the financial solvency of
the Posts and Telegraphs Department, acquiescence in the amend-
ment would have unbalanced the Budget as a whole to an extent
incompatible with my responsibility for the financial welfare of
India. The financial effect of the amendment relating to the
postal charges for registered mewspapers was insignificant and I
decided to accept the Assembly’s verdict on that point. I accord-
ingly recommended to the Assembly to pass the Bill in a form
identical, save in this one respect, with the form in which the
Bill had been introduced. ‘

3. In pursuance of my recommendation, the Member in charge of
the Bill moved an amendment to restore the salt duty at Rs.1-4-0
per maund. The amendment was defeated by 68 votes to 51 and the
President furnished a certificate in accordance with sub-rule (5)
of Rule 36B of the Indian I.egislative Rules fo the effect that the
Assembly had failed to pass the Bill in the form recommended by
me. It thus became incumbent upon me to certify the Bill in the
form recommended. The certified Bill with the necessary recom-
mendation was thereafter laid before the Council of State which
passed it on the 31st March. I gave my assent to the Bill the
same day and for obvious reasons caused to'be endorsed upon the
Bill a direction in the terms of the proviso to sub-section (2) of
section 67B of the Government of India Act.

4. Copies of the papers relating to the Act are enclosed herewith.
I have the honour to be,
My Liord Marquess,

Your Lordship’s most obedient, humble Servant
o WILLINGDON.

No. 4.
Telegram from the Secretary of State for India to the
Governor General dated 26th May, 1936.

In pursuance of section 67B of the Government of India Act,
I am taking steps to lay before both Houses of Parliament the
Indian Finance Act 1936, which received Lord Willingdon’s assent
and was under his direction brought .into operation forthwith, in
the circumstances related in his Despatch No. 65 dated 14th April.
I approve Lord Willingdon’s proceedings.

(36380—10) Wt. 4281362 6256 7/36 P.8t G.360
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EAST INDIA (CRIMINAL LAW AMENDMENT
ACT, 1935)

No. 1.

‘WHEREAS by its vote of the 12th September, 1935, the Liegisla-
tive Assembly has refused to take into consideration a Bill entitled
a Bill to amend the Criminal Liaw ;

Now, therefore, I, Freeman, Earl of Willingdon, in pursuance
of the provisions of sub-section (1) of section 67B of the Government
of India Act, do recommend to the Legislative Assembly that it
do pass the Bill in the form hereto annexed.

WILLINGDON,
Viceroy and Governor General.
Simla,
The 16th September, 1935.

WHEREAS the Legislative Assembly has by its vote of the
16th September, 1935, refused leave fo introduce a Bill entitled a
Bill to amend the Criminal Law;

Now therefore, I, Freeman, Earl of Willingdon, in pursuance of
the provisions of sub-section (1) of Section 67B of the Government
of India Act, do hereby certify that the said Bill is essential for
the tranquillity of British India.

WILLINGDON,
Viceroy and Governor General.
Simla,
The 18th September, 1935.

In pursuance of the provisions of sub-section (1) of Section 67B
of the Government of India Act, I, Freeman, Earl of Willingdon,
do recommend to the Council of State that it do pass the Bill to
amend the Criminal Law in the form hereto annexed.

WILLINGDON,
Viceroy and Governor General.
Simla,
The 18th September, 1935.
32135 A2
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A BILL

To arﬁend the Criminal Law.

WHEREAS it- is expedient to amend the Criminal Law in the
manner hereinafter appearing; It is hereby enacted as follows:—

1.—(1) This Act may be called the Criminal Law Amendment
Short title and extent. Act, 1935.

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

2.—(1) Sub-section (8) of section 1 and sections 2, 3, 4, 6, 8, 15,
17 and 20 of the Criminal Law Amend-
ment Act, 1932, are hereby repealed.

(2) Sub-section (3) of section 1 of the Indian Press (Emergency
Powers) Act, 1931, is hereby repealed.

3. In the preamble to the Criminal Law Amendment Act, 1932,

Amendment of preamble, the_ word  “ temporarily **  shall be
Act XXTIT of 1932. omitted.

Repeals.

4. In sub-section (4) of section 1 of the Criminal Law Amend-

Amendment of section 1, ment Act, 1932, the words and figure
Act XXITI of 1932. ‘“ section 4 and *’ and the words and
figure ‘‘ section 4 or "’ shall be omitted.

5. In section 9 of the Criminal Law Amendment Act, 1932,—

Amendment of section 9,
Act XXIII of 1932.

(@) in clause (ii) the figures ““2'*, ““3 " and ** 6 ”* shall be
omitted ; and

(b) clause (iii) shall be omitted.

6. In sections 11, 12 and 13 of the Criminal Law Amendment

Amendment of sections 11, Act, 1932, the words ‘* So long as this
12 and 13, Act XX1II 0f 1932. Act remains in force '’, and the words
** deemed to be *’, shall, wherever they occur, be omitted.

7. In section 32 of the Indian Press (Emergency Powers) Act,
Amendment of section 32, 1931; the words *‘ So long as this Act
Act XXIII of 1931. remains in force '’ shall be omitted.

This Bill has been consented to by the Council of State.

M. B. DADABHOQY,
President, Council of State.
The 28th September, 1935.
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I assent to this Bill.

WILLINGDON,

Viceroy and Governor General.
The 4th October, 1935.

This Act has been made by me as Governor General under the
provisions of section 67B of the Government of India Act.

WILLINGDON, .

Viceroy and Governor General.
The 4th October, 1935.

An authentic copy.

.. GRAHAM.

Secretary to the Government of
India, Legislative Department.

STATEMENT OF OBJECTS AND REASONS.

The Criminal Liaw Amendment Act, 1932, will expire on 18th
December, 1935. The Government of India propose by this Bill
to continue certain of the provisions of that Act in a permanent
form. The present Act includes—

(a) provisions against certain forms of intimidation (sections
2—4 and 6—38),

(b) provisions against associations dangerous to the public
peace (section 13), and

(c) provisions to secure greater control over the Press
(section 5 and sections 14—16).

2. The civil disobedience movement is at present in abeyance.
Government have therefore decided not to continue the provisions
against those forms of intimidation which were a special feature
of that movement, namely, sections 2, 3, 4, 6 and 8 of the Act.
Section 7 stands on a different footing. Picketing has not ceased
with the civil disobedience movement. It is now recognised not
only as a means of opposition to any form of constituted authority
but also of causing annoyance to private persons who differ from the
political, economic or religious views of the picketers. It is likely
to be a main feature of any subversive movement and it cannot be
dealt with effectively under the ordinary law. Government there-
fore propose to give permanent effect to section 7, which will as at
present not come into force unless extended to a particular area by
a Local Government.

32135 A3
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3. Section 13 confers on Government powers to take certain -
action in connection with places used for the purposes of an un-
lawful association. It was enacted to strengthen the Criminal Law
Amendment Act of 1908 which is a permanent Act. It is therefore
logical to give.permanent effect to the provisions of section 13.
Unlawful associations are formed for the furtherance of subversive
movements other than the civil disobedience movement and it is
essential that Government should retain powers to enable them to
deal effectively with such associations, when they are of a dangerous
character.

4. Section 5 of the Act of 1932 makes it an offence to disseminate
the contents of proscribed documents. It is a logical supplement
to the Indian Press (Emergency Powers) Act, 1931, and section 99A
of the Code of Criminal Procedure, 1898, and should have the
same period of validity as those Acts. Sections 14 to 16 continue
and extend the scope of the Indian Press (Emergency Powers)
Act, 1931. Having regard to the continuance of the terrorist move-
ment, to the existence of a movement which has for its object
the overthrow of the present social and economic system by violent
means, and the constantly recurring outbursts of communal feeling,
Government cannot safely relax their existing powers for the control
of the Press and of unauthorised news-sheets and newspapers.

H. D. CRAIK.
SiMra,
The 16th August, 1935.

o No. 2.

THE INDIAN PRESS (EMERGENCY POWERS) ACT, 1931.

ACT No. XXIII oF 1931.
(As amended by Act XXIII of 1932.)

(PAsseD BY THE INDIAN LEGISLATURE.)

(Received the assent of the Governor General on the
9th October, 1931.)

AN ACT
To provide [for the belter control of the Press].

WHEREAS it is expedient to provide [for the better control of the
Press] ; It is hereby enacted as follows :—

1.—(1) This Act may be called the Indian Press (Emergency

sxtent and Powers) Act, 1931.

ﬂuration.

{ ] Amendment made by Criminal Law Amendment Act, XXIII of 1932.



7

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

(3) It shall remain in force [until the expiration of the Criminal
Law Amendment Act, 1932].

2. In this Act, unless there is anything repugnant in the subject Definitions
or context,—

(1) ““ book ** includes every volume, part or division of a
volume, pamphlet and leaflet, in any language, and
every sheet of music, map, chart or plan separately
printed or hthogra.phed

(2) ** document *’ includes also any painting, drawing or photo-
graph or other visible representation ;

(3) “ High Court '’ means the highest Civil Court of Appeal
for any local area except in the case of the province
of Coorg where it means the High Court of Judicature
at Madras;

(4) ** Magistrate ’ means a District Maglstrate or Chief
Premdency Maﬂstrate ;

(5) *‘ newspaper ’ means any periodical work containing
public news or commeénts on public news;

(6) ‘‘ news-sheet ”’ means any document other than a news-
paper containing public news or comments on public
news or any matter descnbed in sub-section (1) of
sectlon 4;

(7) *“ press*’ includes a printing-press and all machines,
implements and plant and parts thereof and all

. materials used for multiplying documents;

(8) ¢ printing-press ”’ includes all engines, machinery, types,
lithographic stones, implements, utensils and other plant
or materials used for the purpose of printing;

(9) *‘ unauthorised newspaper *’ means—

(@) any newspaper in respect of which there are not
for the time being valid declarations under
section 5 of the Press and Reglstra.tlon of
Books Act, 1867, and

(b) any newspaper in respect of which security has
been required under this Act, but has not been
furnished as required ;

(10) *‘ unauthorised news-sheet >’ means any news-sheet other
than a news-sheet published by a person authorised
under section 15 to publish it; and

(11) ** undeclared press ’’ means any press other than a press
in respect of which there is for the time being a valid

- declaration under section 4 of the Press and Registration
of Books Act; 1867. '

32135 A4
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Control of printing-presses and newspapers.
3.—(1) Any person keeping a printing-press who is required to

the declaration is made, for reasons to be recorded in writing,
to deposit with the Magistrate within ten days from the day on
which the declaration is made, security to such an amount, not
being more than one thousand rupees, as the Magistrate may in
each case think fit to require, in money or the equivalent thereof
in securities of the Government of India as the person making the
deposit may choose :

Provided that if a deposit has been required under sub-section (3)
from any previous keeper of the printing-press, the security which
may be required under this sub-section may amount to three
thousand rupees. . o

(2) Where security required under sub-section (1) has been
deposited in respect of any printing-press, and for a period of three
months from the date of the declaration mentioned in sub-
section (1) no order is made by the ILocal Government under
section 4 in respect of such press, the security shall, on applica-
tion by the keeper of the press, be refunded.

(3) Whenever it appears to the Iocal Government that
any printing-press kept in any place in the territories under
its administration, in respect of which security under the pro-
visions of this Act has not been required, or having been required
has been refunded under sub-section (2), is used for the purpose
of printing or publishing any newspaper, book or other document
containing dny words, signs or visible representations of the nature
described in section 4, sub-section (1), the Liocal Government may,
by. notice in writing to the keeper of the press stating or describing
such words, signs or visible representations, order the keeper to
deposit with the Magistrate within whose jurisdiction the press
is situated security to such an amount, not being less than five
hundred or more than three thousand rupess as the I.ocal Govern-
ment may think fit to require, in money or the equivalent thereof
in securities of the Government of India as the person making the
deposit may choose.

(4) Such notice shall appoint a date, not being sooner than
the tenth day after the date of the issue of the notice, on or
before which the deposit shall be made.

4.—(1) ‘Whenever it appears to the Local Government that
any printing-press in respect of which any security has been
ordered to be deposited under section 3 is used for the purpose
of printing or publishing any newspaper, book or other document
containing any words, signs or visible representations which—

(a) incite to or encourage, or tend to incite to or to en-
courage, the commission of any offence of murder or
any cognizable offence involving violence, or

ection 4 of the Press and Registration XX
of Books Act, 1867, may be required by the Magistrate before whom 186
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(b) directly or indirectly express approval or admiration of
any such offence, or of any person, real or fictitious,
who has committed or is alleged or represented to
have committed any such offence,

[or which tend, directly or indirectly,—

(¢) to seduce any officer, soldier, sailor or airman in the
military, naval or air forces of His Majesty or any
police officer from his allegiance or his duty, or

(d) to bring into hatred or contempt His Majesty or the
Government established by law in British India or the
administration of justice in British India or any class
or section of His Majesty’s subjects in British India,
or to excite disaffection towards His Majesty or the
said Government, or

(e) to put any person in fear or to cause annoyance to him
and thereby induce him to deliver to any person any
property or valuable security or to do any act which
he is not legally bound to do, or to omit to do any
act which he is legally entitled to do, or

(f) to encourage or incite any person to interfere with the
administration of the law or with the maintenance of
law and order, or to commit any offence, or to refuse
or defer payment of any land-revenue, tax, rate, cess
or other due or amount payable to Government or to
any local authority, or any rent of agricultural land or
anything recoverable as arrears of or along with such
rent, or

(g9) to induce a public servant or a servant of a local authority
to do any act or to forbear or delay to do any act con-
nected with the exercise of hlS public functiong or to
resign his office, or

(h) to promote feelings of enmity or hatred between different
classes of His Majesty’s subjects, or

(1) to prejudice the recruiting of persons to serve in any of
His Majesty’'s forces, or in any police force, or to
prejudice the training, discipline or administration of
any such force. ]

the Local Government may, by notice in writing to the keeper
of such printing-press, stating or describing the words, signs or
visible representations which in its opinion are of the nature
described above,—

(i) where security has been deposited, declare such security,
or any portion thereof, to be forfeited to His Majesty, or

(ii) where security has not been deposited, declare the press
to be forfeited to His Maiestv.
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and may also declare all copies of such newspaper, book or other
document wherever found in British India to be forfeited to His
Majesty.

Ezplanation 1.—No expression of approval or admiration made
in g historical or literary work shall be deemed to be of the nature
described in this sub-section unless it has the tendency described
in clause (a).

[Ezplanation 2.—Comments expressing disapprobation of the
measures of the Government with a view to obtain their alteration
by lawful means without exciting or attempting to excite hatred,
contempt or disaffection shall not be deemed to be of the nature
described in clause (d) of this sub-section.

Ezplanation 3.—Comments expressing disapprobation of the
administrative or other action of the Government without exciting
or attempting to excite hatred, contempt or disaffection, shall not
be deemed to be of the nature described in clause (d) of this
sub-section,

Ezplanation 4.—Words pointing out, without malicious intention
and with an honest view to their removal, matters which are pro-
ducing or have a tendency to produce feelings of enmity or hatred
between different classes of His Majesty’s subjects shall not be
deemed to be words of the nature described in clause (h) of this
sub-section. ]

(2) After the expiry of ten days from the date of the issue of
a notice under sub-section (1) declaring a security, or any portion
thereof, to be forfeited, the declaration made in respect of such
press under section 4 of the. Press and Registration of Books Act, XX
1867, shall be deemed to be annulled. 186"

Yeposit of 5.—(1) Where the security given in respect of any press, or

urther any portion thereof, has been declared forfeited under section 4

ecurity.  or section 6, every person making a fresh declaration in respect
of such press under section 4 of the Press and Registration of XX
Books Act, 1867, shall deposit with the Magistrate before whom 186
such declaration is made security to such an amount, not being
less than one thousand or more than ten thousand rupees, as the
Magistrate may think fit to require, in money or the equivalent
thereof in securities of the Government of India as the person
making the deposit may choose.

(2) Where a portion only of the security given in respect of
such press has been declared forfeited under section 4 or section 6,
any unforfeited balance still in deposit shall be taken as part of
the amount of security required under sub-section (1).

[ ] Amendment made by Criminal Law Amendment Act, XXIII of 1932
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6.—(1) If, after security has been deposited under section 5, Power to
the printing-press is again used for ‘the purpose of printing or ?gclam
L 2. rther
publishing any newspaper, book or other document containing geeyrityar
any words, signs or visible representations which, in the -opinion publicatio:
of the Liocal Government, are of the nature described in section 4, forfeited.
sub-section (1), the Liocal Government may, by notice in writing
to the keeper of such printing-press, stating or describing such
words, signs or visible representations,. declare—
(a) the further security so deposited, or any portion thereof,
and
(b) all copies of such newspaper, book or othét document
wherever found in British India
to be forfeited to His Majesty. ‘
(2) After the expiry of ten days from the issue of a notice under
sub-section (1), the declaration made in respect of such press under
section 4 of the Press and Registration of Books Act, 1867, shall
" be deemed to be annulled.

7.—(1) Any publisher of a newspaper who is required to make Deposit of
a declaration under section 5 of the Press and Registration of ‘ecl‘,‘lr.‘zy:
Books Act, 1867, may be required by the Magistrate before whom ﬁ‘;w;;a;e,
the declaration is made, for reasons to be recorded in writing,
to deposit with the Magistrate within ten days from the day on
which the declaration is made, security to such an amount, not
being more than one thousand rupees, as the Magistrate may in
éach case think fit to require, in money or the equivalent thereof in
securities of the Government of India as the person making the
deposit may choose :

Provided that if a deposit has been required under sub-sec-
tion (3) from any previous publisher of the newspaper, the security
which may be required under this sub-section may amount to three
thousand rupees. - :

(2) Where security required under sub-section (1) has been
deposited in respect of any newspaper, and for a period of three
months from the date of the declaration mentioned in sub-sec-
tion (1) no order is made by the Liocal Government under sec-
tion 8 in respect of such newspaper, the security shall, on applica-
tion by the publisher of the newspaper, be refunded.

(8) Whenever it appears to the Liocal Governmen?$ that a news-
paper published within its territories, in respect .of which security
under the provisions of this Act has not been required, or having
been required has been refunded under sub-section (2), contains
any words, signs or visible representations of the nature described
in section 4, sub-section (1), the Liocal Government may, by notice
in writing to the publisher of such newspaper, stating or describ-
ing such words, signs or visible representations, require the pub-
lisher to deposit with the Magistrate within whose jurisdiction
the newspaper is published, security to such an amount, not being
less than five hundred or more than three thousand rupees, as the
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Local Government may think fit to require, in money or the
equivalent thereof in securities of the Government of India as the
person making the deposit may choose.

(4) Such notice shall appoint a date, not being sooner than
the tenth day after the date of the issue of the notice, on or before
which the deposit shall be made.

Power to 8.—(1) If any newspaper in respect of which any security has-
leclare been ordered to be deposited under section 7 contains any words,
eeurity . giong or visible representations which, in the opinion of the Local
orfeited in . . .

lertain Government, are of the nature described in section 4, sub-sec-
nses, tion (1), thé Liocal Government may, by notice in writing to the
! publisher of such newspaper, stating or describing such words,

signs or visible representations,—

(a) where the security has been deposited, declare such
security, or any portion thereof, to be forfexted to His
Majesty, or
(b) where the security has not been depos1ted annul the
declaration made by the publisher of such newspaper
under section 5 of the Press and Registration of Books xxv .
Act, 1867, 1867.
and may also declare all copies of such newspaper, wherever found
in British India, to be forfeited to His Majesty.

(2) After the expiry of ten days from the date of the issue of a
notice under sub-section (1) declaring a security, or any portion
thereof, to be forfeited, the declaration made by the publisher of
such newspaper under section 5 of the Press and Registration of yxy

Books Act, 1867, shall be deemed to be annulled. 1867.
‘eposit of 9.—(1) Where the security given in respect of any newspaper,
arther or any portion thereof, is declared forfeited under section 8 or

eurity.  gection 10, any person making a fresh declaration under section 5
of the Press and Registration of Books Act, 1867, as publisher of XXV ¢
such newspaper, or any other newspaper which is the same in
substance as the said newspaper, shall deposit with the Magistrate
before whom the declaration is made security to such an amount,
not being less than one thousand or more than ten thousand
‘rupees, as the Magistrate may think fit to require, in money or the
equivalent thereof in securities of the Government of India as the
person making the deposit may choose.

(2) Where a portion only of the security given in respect of
such newspaper has been declared forfeited under section 8 or
section 10, any unforfeited balance still in deposit shall be taken
as part of the amount of security required under sub-section (1).

ower to 10.—(1) If, after security has been deposited under section 9,
eclare the newspaper again contains any words, signs or visible representa-
arther tions which, in the opinion of the Local Government, are of the

eurity  pature described in section 4, sub-section (1), the Local Govern-

zg;::ws' ment may, by notice in writing to the publisher of such news-

rfeited.
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paper, stating or describing such words, signs or visible representa-
tion, declare—
(a) the further security so deposited, or any portion thereof,
and
(b) all copies of such newspapers wherever found in British
India :
to be forfeited to His Majesty.

(2) After the expiry of ten days from the date of the issue of a
notice under sub-section (1), the declaration made by the publisher
of such newspaper under section 5 of the Press and Registration of
Books Act, 1867, shall be deemed to be annulled and no further
declaration in respect of such newspaper shall be made save with the
permission of the Local Government. :

11.—(1) Whoever keeps in his possession a press which is used penalty for
for the printing of books or papers without making a deposit under keeping
section 3 or section 5, as required by the Local Government or the press or
Magistrate as the case may be, shall on conviction by a Magistrate publishing
be liable to the penalty to which he would be liable if he had Sirprer®”
failed to make the declaration prescribed by section 4 of the Press making
and Registration of Books Act, 1867. deposit.

(2) Whoever publishes any newspaper without making a deposit
under section 7 or section 9, as required by the Local Government
or the Magistrate as the case may be, or publishes such newspaper
knowing that such.security has not been deposited, shall on con-
viction by a Magistrate be liable to the penalty to which he would
be liable if he had failed to make the declaration prescribed by
section 5 of the Press and Registration of Books Act, 1867.

12.—(1) Where a deposit is required from the keeper of a Conse-
printing-press under section 3, such press shall not be used for the quences of
printing or publishing of any newspaper, book or other document fd‘“l“:iet“
after the expiry of the time allowed to make the deposit until the s:gf,ity as
deposit has been made, and where a deposit is required from the required.
keeper of a printing-press under section 5, such press shall not
be so used until the deposit has been made.

(2) Where any printing-press is used in contravention of sub-
section (1), the Liocal Government may, by nofice in writing to
the keeper thereof, declare the press to be forfeited to His Majesty.

(3) Where a deposit is required from the publisher of a news-
paper under section 7 and the deposit is not made within the
time allowed, the declaration made by the publisher under sec-
tion 5 of the Press and Registration of Books Act, 1867, shall
be deemed to be annulled.

13. Where any person has deposited any security under this Return of
Act and ceases to keep the.press in respect of which such security geposited
was deposited, or, being a publisher, makes a declaration under security in
section 8 of the Press and Registration of Books Act, 1867, he certain
 may apply to the Magistrate within whose jurisdiction such press °*°*-
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is situate for the return of the said security; and thereupon such
security shall, upon proof to the satisfaction of the Magistrate and
subject to the provisions hereinbefore contained, be returned to
such person.

14. Where any printing-press is, or any copies of any newspaper,
book or other document are, declared forfeited to His Majesty
under section .4, section 6, section 8, section 10 or section 12, the
Local Government may direct a Magistrate to issue a warrant em-
powering any police-officer, not below the rank of Sub-Inspector, to
seize and detain any property ordered to be forfeited and to enter
upon and search for such property in any premises—

(i) where any such property may be or may be reasonably
suspected to be, or

(ii) where any copy of such newspaper, book or other document
is kept for sale, distribution, publication or public
exhibition or is reasonably suspected to.be so kept.

Unauthorised news-sheets and newspapers.

15.—(1) The Magistrate may, by order in writing and subject to
such conditions as he may think fit to impose, authorise any person
by name to publish a news-sheet, or to publish news-sheets from
time to time.

(2) A copy of an order under sub-section (1) shall be furnished to
the person thereby authorised. :

(3) The Magistrate may at any time revoke an order made by
him under sub-section (1).

16.—(1) Any police-officer, or any other person empowered in
this behalf by the Liocal Government, may seize any unauthorised
news-sheet or unauthorised newspaper, wherever found.

(2) Any Presidency Magistrate, District Magistrate, Sub-divi-
sional Magistrate or Magistrate of the first class may by warrant
authorise any police-officer not below the rank of Sub-Inspector to
enter upon and search any place where any stock of unauthorised
news-sheets or unauthorised newspapers may be or may be reason-
ably suspected to be, and such police-officer may seize any docu-
ments found in such place which, in his opinion, are unauthorised
news-sheets or unauthorised newspapers.

(8) All documents seized under sub-section (1) shall be producged
ag soon as may be before a Presidency Magistrate, District Magis-
trate, Sub-divisional Magistrate or Magistrate of the first class, and
all documents seized under sub-section (2) shall be produced as soon
as may be before the Court of the Magistrate who issued
the warrant.’ .

(4) If, in the opinion of such Magistrate or Court, any of such
documents are unauthorised news-sheets or unauthorised news-
papers, the Magistrate or Court may cause them to be destroyed.
If, in the opinion of such Magistrate or Court, any of such docu-
ments are not unauthorised news-sheets or unauthorised news-
papers, such Magistrate or Court shall dispose of them in
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the manner provided in sections 523, 524 and 525 of the Code of
Criminal Procedure, 1898.

17.—(1) ‘Where a Presidency Magistrate, District Magistrate or Power to
Sub-divisional Magistrate has reason to believe that an unauthorised ;e’?.:“d
news-sheet or unauthorised newspaper is being produced from an 400
undeclared press within the limits of his jurisdiction, he may by presses
warrant authorise any police-officer not below the rank of Sub- producing
Inspector to enter upon and search any place wherein such un- unauthor-
declared press may be or may be reasonably suspected to be, and ‘ied t’“’w"f
if, in the opinion of such police-officer, any press found in such ie?s;;;
place is an undeclared press and is used to produce an unauthorised ‘
news-sheet or unauthorised newspaper, he may seize such press and
any documents found in the place which in his opinion are un-
authorised news-sheets or unauthorised newspapers.

(2) The police-officer shall make a report of the search to the
Court which issued the warrant and shall produce before such
Court, as soon as may be, all property seized :

Provided that where any press which has been seized cannot be
readily removed, the police-officer may produce before the Court
only such parts thereof as he may think fit.

(3) If such Court, after such inquiry as it may deem requisite,
is of opinion that a press seized under this section is an undeclared
press which is used to produce an unauthorised news-sheet or un-
authorised newspaper, it may, by order in writing, declare the press
to be forfeited to His Majesty. If, after such inquiry, the Court is
not of such opinion, it shall dispose of the press in the manner
provided in sections 523, 524 and 525 of the Code of Criminal
Procedure, 1898. °

(4) The Court shall deal with documents produced before it under
this section in the manner provided in sub-section (4) of: section 16.

18.—(1) Whoever makes, sells, distributes, publishes or publicly Penalty £

- exhibits or keeps for sale, distribution or publication, any dissemina

1898,

unauthorised news-sheet or newspaper, shall be punishable with in%h“nf
imprisonment which may extend to six months, or with fine, or poyssho
with both. . andsr-xsev::-
(2) Notwithstanding anything contained in the Code of Criminal papers.
Procedure, 1898, any offence punishable under sub-section (1), and

any abetment of any such offence, shall be cognizable.

Special provisions relating to the seizure of certain documents.

19. Where any newspaper, book or other document wherever Power to
made appears to the Liocal Government to contain any words, signs declare
or visible representations of the nature described in section 4, sub- certain
section (1), the Liocal Government may, by notification in the local Publicatic
official Gazette, stating the grounds of its opinion, declare every forfeited:

copy of the issue of the newspaper, and every copy of such book or 225 & 18

- other document to be forfeited to His Majesty, and thereupon any warrants

for same.
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police-officer may seize the same wherever found in British India,
and any Magistrate may by warrant authorise any police-officer not
below the rank of Sub-Inspector to enter upon and search for the
same in any premises where any copy of such issue or any such

booll)c or other document may be or may be reasonably suspected
to be. '

ywer to 20. The Chief Customs-officer or other officer authorised by the
Lﬁi‘;ges Local Government in this behalf may detain any package brought,
ntaining whether by land, sea or air, into British India which he suspects
rtain to confain any newspapers, books or other documents of the mature
iblications described in section 4, sub-section (1), and shall forthwith forward

ren im-  copies of any newspapers, books or other documents found therein

:::?31 into 45 such officer as the Local Government may appoint in this behalf

dia. 1(;10 btz disposed of in such manner as the Local Government may
irect.

F‘t’i‘;i:i‘m 21. No unauthorised news-sheet or unauthorised newspaper shall

ission by be transmitted by post.

st of

rtain

ycuments.

ower to 22. Any officer in charge of a post-office or authorised by the
-,:?;125 Postmaster-General in this behalf may detain any article other
ing trans- than a letter or parcel in course of transmission by post, which he
itted by Suspects to contain—
st (@) any newspaper, book or other document containing words,
signs or visible representations of the nature described
in section 4, sub-section (1), or
(b) any unauthorised news-sheet or unauthorised newspaper,
and shall deliver all such articles to such officer as the I.ocal
Government may appoint in this behalf to be disposed of in such
manner as the Local Government may direct.

Powers of High Court.

pplication  23.—(1) The keeper of a printing-press who has been ordered
» High 6 deposit security under sub-section (3) of section 3, or the pub-
ourt t0 86t i cher of a newspaper who has been ordered to deposit security

ide ord . . N s
?‘f:r?:it?r under sub-section (3) of section 7, or any person having an interest

re. in any property in respect of which an order of forfeiture has been
made under section 4, section 6, section 8, section 10, or section 19
may, within two months from the date of such order, apply to the
High Court for the local area in which such order was made, to
set aside such; order, and the High Court shall decide if the news-
paper, book or other document in respect of which the order was
made did or did not contain any words, signs or visible representa-
tions of the mature described in section 4, sub-section (1).
(2) The keeper of a printing-press in respect of which an order
of forfeiture has been made under sub-section (2) of section 12 on
the ground that it has been used in contravention of sub-section (1)
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of that section may apply to such High Court to set aside the order
on the ground that the press was not so used. )

24. Every such application shall be heard and determined by Hearing by
a Special Bench of the High Court composed of three Judges, Special
or, where the High Court consists of less than three Judges, of Bench-
all the Judges.

25.—(1) If it appears to the Special Bench on an application Order of
under sub-section (1) of section 23 that the words, signs or visible Special
representations contained in the newspaper, book or other docu- i‘::f;‘
ment in respect of which the order in question was made were asideg
not of the nature déscribed in section 4, sub-section (1), the Special forfeiture.
Bench shall set aside the order. '

(2) If it appears to the Special Bench on an application under
sub-section (2) of section 23 that the printing-press was not used
in contravention of sub-section (1) of section 12, it shall set aside
the order of forfeiture.

(8) Where there is a difference of opinion among the Judges

'forming the Special Bench, the decision shall be in accordance

with the opinion of the majority (if any) of those Judges.
(4) Where there is no such majority which concurs in setting
aside the order in question, the order shall stand.

26. On the hearing of an application under sub-section (1) of Evidence tc
section 23 with reference to any newspaper, any copy of such news- Prz"e
paper published after the commencement of this Act may be given ::‘m‘;:::; of
in evidence in aid of the proof of the nature or tendency of the newspapers.
words, signs or visible representations contained in such news-

paper, in respect of which the order was made.
27. Every High Court shall, as soon as conveniently may be, Procedure

" frame rules to regulate the procedure in the case of such applica- in High

tions, the amount of the costs thereof and the execution of orders “°ur®

passed thereon, and until such rules are framed the practice of
such Court in proceedings other than suits and appeals shall apply,
so far as may be practicdble, to such applications.

Supplemental.

28. Every notice under this Act shall be sent to a Magistrate, Service of
who shall cause it to be served in the manner provided for the notices,
service of summonses under the Code of-Criminal Procedure, 1898 : '

Provided that if service in such manner cannot by the exercise
of due diligence be effected, the serving officer shall, where the
notice is directed to the keeper of a press, affix a copy thereof to
some conspicuous part of the place where the press is situate, as
described in the keeper’s declaration under section 4 of the Press
and Registration of Books Act, 1867, and where the notice is
directed to the publisher of a newspaper, to some conspicuous
part of the premises where the publication of such newspaper is
conducted, as given in the publisher’s declaration under section 5

32135 As
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of the said Act; and thereupon the notloe shall be deemed to
have been duly served.

onduct of 29. Every warrant issued under this Act shall, so far as it
arches.  relates to a search; be executed in the manner prov1ded for .the
execution of search warrants under the Code of Criminal Procedure,

1898.
arisdiction  30. Every déclaration of forfeiture purporting to be made under
wred.. - this Act shall, as against all persons, be conclusive evidence that

the forfeiture therein referred to has taken place, and no proceed-

ing purporting to be taken under this Act shall be called in question
by any Court, except the High Court on application under sec-
tion 23, and no. civil or criminal proceeding, except as provided
by this Aect, shali be instituted against any person for anything
done or in good faith intended to be done under this Act.

pémtion 31. Nothing herein contained shall be deemed to prevent any
* other person for being prosecuted under any other law for any act or

w8 30*' omission which constitutes an offence against this Act.
rred.

eclara- 32. So 'lohg as this Act remains in force, all declarations re-
ons under quired to be made under section 4, section 5, section 8 and sec-

V of 18

¢t XXV of tion 8A of the Press and Reglstratlon of Books Act, 1867, shall XXV ¢

167 to be
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trate, and elsewhere before the District Maglstrate

THE CRIMINAL LAW AMENDMENT ACT, 1932.

ACT XXIII or 1932.
(PAsSED BY THE INDIAN LiEGISLATURE.)

{Recetved the assent of the Governor General on the 19th December,
1932 )

AN ACT

To Supplement the Criminal Law.

- WHEREAS it is expedient to supplement the Criminal Law and to
XTI of tllat end to amend the Indian Press (Emergency Powers) Act, 1931,

131, and further to amend temporarily the Indian Criminal La,w Amend. -

IV of ment Act, 1908, for the purposes hereinafter appearm

'08. It is hereby enacted as follows :—

Short title, extent, dura-  1.—(1) This Act may be called the
tion and commencement. Criminal Liaw Amendment Act, 1932.

"(2) It extends to the whole of British India, including British

Baluchistan and the Sonthal Parganas.
(3) It shall remain in force for three years from its commence-
ment,

be made, in a Presidency-town before the Chief Pres1dency Magis- 1867. -
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(4) The whole of the Act except section 4 and section 7 shall
come into force at once, and the Liocal Government may, by notifi-
cation in the local official Gazette, direct that section 4 or section 7
shall come into force in any area on such date as may be specified
in the notification.

9. Whoever wilfully dissuades or attempts to dissuade the public

Diesuasion from enlist- O any person from entering the Military,
ment. Naval, Air or Police service of His
Majesty shall be punished with imprisonment for a term which
may extend to one year, or with fine, or with both.

Ezception 1.—This provision does not extend to comments on or
criticisms of the policy of Government in connection with the
Military, Naval, Air or Police service made in good faith and
without any intention to dissuade from enlistment.

Ezception 2..—This provision does not extend to the case in
which advice is given in good faith for the benefit of the individual
to whom it is given or for the benefit of any member of his family
or of any of his dependants.

3. Whoever induces or attempts to induce apy public servant to

Tampering with public fail in his duty as such servant shall be
servants. punished with imprisonment for a term
~ which may extend to one year, or with fine, or with both.

Ezxplanation.—For the purposes of this section, a public servant
denotes a public servant as defined in section 21 of the Indian xyy of
Penal Code, a servant of a local authority or railway administra- 1860,
tion, a village choukidar, and an employee of a public utility
service as defined in section 2 of the Trades Disputes Act, 1929. vy of 1996

4.—(1) Whoever, with intent to harass any public servant in the

Boycotting a public ser- discharge of his duties, or to cause him
vant. to terminate his services or fail in his
duty, refuses to deal with, whether by supplying goods to, or
otherwise, or o let on reasonable rent a house usually let for hire
or land not being cultivated land to, or to render any customary
service to such public servant or any member of his family, on the
terms on which such things would be done in the ordinary course,
or withholds from such person or his family such medical services
as he would ordinarily render, shall be punished with imprison-
ment for a ferm which may extend to three months, or with fine
which may extend to five hundred rupees, or with both.

Ezplanation.—For the purposes of this section ‘* public servant *’
has the same meaning as in section 3 but includes also a person in
the Military, Naval or Air Service of His Majesty. .

(2) No Court shall take cognizance of an offence punishable under
this section unless upon complaint made by order of or under
authority from the Local Government or some officer empowered by
the Local Government in this behalf.
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5.—(1) Whoever publishes, circulates or repeats in public any
passage from a newspaper, book or other
document copies whereof have been de-
clared to be forfeited to His Majesty
under any law for the time being in force, shall be punished with
imprisonment for a term which may extend to six months, or with
fine, or with both.

(2) No Court shall take cognizance of an offence punishable
under this section unless the Local Government has certified that
the passage published, circulated or repeated contains, in the opinion
of the Liocal Government, seditious or other matter of the nature
referred to in sub-section (1) of section 99A of the Code of Criminal
Procedure, 1898, or sub-section (1) of section 4 of the Indian Press
(Emergency Powers) Act, 1931.

Dissemination of contents
of proscribed document.

6.—(1) Whoever makes, publishes or circulates any statement,

Dissemination of false rumour or report which is false and
ramours. which he has no reasonable ground to
believe to be true, with intent to cause or which is likely to cause
fear or alarm to the public or to any section of the public or hatred
or contempt towards any class of public servants or any class of
His Majesty’s subjects shall be punished with imprisonment which
may extend to one year, or with fine, or with both.

Ezxplanation.—For the purposes of this section public servant
means a public servant as defined in section 21 of the Indian Penal
Code.

(2) So long as this section remains in force, clause (b) of
section 505 of the Indian Penal Code shall be inoperative.

7.—(1) Whoever—

- Molesting a person to
prejudice of employment
or business.

(a) with intent to cause any person to abstain from doing or
to do any act which such person has a right to do or to
abstain from doing, obstructs or uses violence to or
intimidates such person or any member of his family or
person in his employ, or loiters at or near a place where
such person or member or employed person resides or
works or carries on business or happens to be, or per-
sistently follows him from place to place, or interferes
with any property owned or used by him or deprives
him of or hinders him in the use thereof, or

(b) loiters or does any similar act at or near the place where a
person carries on business, in such a way and with
intent that any person may thereby be deterred from
entering or approaching or dealing at such place,

shall be punished with imprisonment for a term which may extend
to six months, or with fine which may extend to five hundred rupees,
or with both,
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Ezplanation.—Encouragement of indigenous industries or
advocacy of temperance, without the commission of any of the
acts prohibited by this section is not an offence under this section.

(2) No Court shall take cognizance of an offence punishable under
this section except upon a report in writing of facts which con-
stitute such offence made by a police officer not below the rank of
officer in charge of a police station.

8.—(1) Where any young person under the age of sixteen years

Power to order parent or 18 convicted by any Court of an offence,
guardian to pay fine imposed Which, in the opinion of the Court, has
on young person. been . committed in furtherance of a
movement prejudicial to the public safety or peace and such young
person is sentenced to fine, the Court may order that the fine shall
be paid by the parent or guardian of such young person as if it
had been a fine imposed upon the parent or guardian.

Ezxplanation.—In this section the word ‘‘ guardian ' includes any
person who, in the opinion of the Court, has for the time being the
charge of or control over the offender. ,

(2) Before making an order under this section the Court shall
give the parent or guardian an opportunity to appear and be heard,
and no such order shall be made if the parent or guardian satisfies
the Court that he has not conducted to the commission of the
offence by neglecting to control the offender, or that the offence was
not committed in furtherance of a movement prejudicial to the
public safety or peace.

(3) Where a parent or guardian is ordered to pay a fine under
this section, the amount may be recovered in accordance with the

provisions of the Code of Criminal Procedure, 1898. V of 1898,
9. Notwithstanding anything contained in the Code of Criminal
Procedure in offences Frocedure, 1898,— V of 1898,

under the Act.

(i) no Court inferior to that of a Presidency Magistrate or
Magistrate of the first class shall try any offence under
this Act; .

(ii) an offence punishable under section 2, 3, 5, 6 or 7 shall be
cognizable by the police ;

(iii) an offence punishable under section 4 shall be an offence
in which a warrant shall ordinarily issve in the first -
instance ; and

(iv) an offence punishable under section 7 shall be non-bailable.

10.—(1). The Local Government may, by notification in the local
Power of Tocal Govern ofﬁc'iaﬁ Cl-)rla,zettz, declatr_e thféieanfrs gﬁilége
. - punishable under section 186, 188, ,
o oain offoees 190, 228, 295A, 298, 505, 506 or 507 of XLV of
the Indian Penal Code, when committed 1860-
in any area specified in the notification shall, notwithstanding any-
thing contained in the Code of Criminal Procedure, 1898, be cogniz- v of 1898,
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able, and thereupon the Code of Criminal Procedure, 1898, shall,
while such notification remains in force, be deemed to be amended
accordingly.

(2) The Local Government may, in like manner and subject to
the like conditions, and with the like effect, declare that an offence
punishable under section 188 or section 506 of the Indian Penal
Code shall be non-bailable.

11. 8o long as this Act remains in force, section 16 of the Indian
Amendment of section 16, Criminal Law Amendment Act, 1908,
Act XTIV of 1908, ' shall be deemed to be re-numbered as
sub-section (1) of section 16 and to that section as so re-numbered

the following sub-section shall be deemed to be added, namely :—
‘“ (2) The Governor General in Council, if satisfied to the like
effect, may, by notification in the Gazette of India,
declare an association to be an unlawful association, and
thereupon such association shall be, so long as the
declaration remains in force, an unlawful association for
the purposes of this Act throughout the whole of British

India.”

12. So long as this Act remains in force, to section 17 of the
. Indian Criminal Law Amendment Act,
A Amendment of Section 17, 1908 ~the following sub-section shall be
ct XIV of 1908.
deemed to be added, namely :—

“ (3) An offence under sub-section (1) shall be cognizable by
the police, and notwithstanding anything contained in
the Code of Criminal Procedure, 1898, shall be non-
bailable.’

13. So long as this Act remains in force, after section 17 of the

Insertion of new sections l1Ddian Criminal Law Amendment Act,
17A,17B,17C, 17D, 17E and 1908, the following sections shall be
17F in Act X1V of 1908, deemed to be inserted, namely :—

*“17TA.—(1) The Liocal Government may, by notification in the
Power to notify and take local official Gazette, notify any place
possession of places used for which in its opinion is used for the pur-

the purposes of an unlawful poses of an unlawful association.
association.

Ezplanation.—For the purposes of this section ‘ place * includes
a house or building, or part thereof or a tent or vessel.
(2) The District Magistrate or in a Presidency-town the Commis-

sioner of Police, or any officer authorised in this behalf in writing

by the District Magistrate or Commissioner of Police, as the case
may be, may thereupon take possession of the notified place and

. evict therefrom any person found therein, and shall forthwith make

a report of the taking possession to the Liocal Government :
Provided that where such place contains any apartment occupied

by women or children, reasonable time and facilities shall be

afforded for their withdrawal with the least possible inconvenience.
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(3) A notified place whereof possession is taken under sub-
section (2) shall be deemed to remain in the possession of Govern-
ment so long as the notification under sub-section (1) in respect
thereof remains in force.

17B.—(1) The District Magistrate, Commissioner of Police or

Moveable property found officer taking possession of a notified -
in a notified place. place shall also take possession of all
moveable property found therein, and shall make a list thereof in
the presence of two respectable witnesses. v

(2) If, in the opinion of the District Magistrate, or in a Presi-
dency-town the Commissioner of Police, any articles specified in
the list are or may be used for the purposes of the unlawful associa-
tion, he may proceed subject to the provisions hereafter contained
in this section to order such articles to be forfeited to His Majesty.

(8) All other articles specified in'the list shall be delivered to the
person whom he considers to be entitled to possession thereof, or,
if no such person is found, shall be disposed of in such manner as
the District Magistrate or Commissioner of Police, as the case may
be, may direct.

(4) The District Magistrate or Commissioner of Police shall
publish, as nearly as may be in the manner provided in section 87
of the Code of Criminal Procedure, 1898, for the publication of a V of 1898.
proclamation, a notice specifying the articles which it is proposed to,
forfeit and calling upon any person claiming that any article is not
liable to forfeiture to submit in writing within fifteen days any
representation he desires to make against the forfeiture of the
article,

(5) Where any such representation is accepted by the District
Magistrate or Commissioner of Police, he shall deal with the
article concerned in accordance with the provisions -of sub-
section (3). :

(6) Where any such representation is rejected, the representa-
tion, with the decision thereon, shall be forwarded to the District
Judge, in the case of a decision by a District Magistrate, or, to the
Chief Judge of the Small Cause Court, in the case of a decision by
the Commissioner of Police, and no order of forfeiture shall be made
until the District Judge or Chief Judge of the Small Cause Court,
as the case may be, has adjudicated upon the representation.
‘Where the decision is not confirmed the articles shall be dealt with
in accordance with the provisions of sub-section (8).

(7) In making an adjudication under sub-section (6) the procedure
to be followed shall be the procedure laid down in the Code of
Civil Procedure, 1908, for the investigation of claims so far as it Vv of 1908.
can be made to apply, and the decision of the District Judge or
Chief Judge of the Small Cause Court, as the case may be, shall be
final. ’

(8) If the article seized is livestock or is of a perishable nature,
the District Magistrate or Commissioner of Police may, if he thinks
it expedient, order the immediate sale thereof, and the proceeds of
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the sale shall be dlsposed of in the manner herein provided for the
disposal of other articles.

17C. Any person who enters or remains upon a notified place
Trespass upon notified Without the permission of the District
places. Magistrate, or of an officer authorised
by him in this behalf shall be deemed to commit criminal trespass.

17D. Before a notification under sub-section (1) of section 17A is

The relinquishment of cancelled, the Liocal Government shall
property. give such general or special directions
as it may seem requisite regulating the relinquishment by Govern-
ment of possession of notified places.

17E.—(1) Where the Loca.l Government is_satisfied, after such
inquiry- as it may think ﬁt that any
Power to forfeit funds of monijes, securities or credits are being
an unlawful association. used or are intended to be used for the
purpose of an unlawful association, the Local Government may, by
order in writing, declare such monies, securities or credlts to be
forfeited to His Majesty.
(2) A copy of an order under sub-section (1) may be served on
the person having custody of the monies, securities or credits, and
on the service of such copy such person shall pay or deliver the

‘monies, securities or credits to the order of the Liocal Government :

Frovided that, in the case of monies or securities, a copy of the
order may be endorsed for execution to such officer as the Liocal
Government may select, and such officer shall have power to enter
upon and search for such monies and securities in any premises
where they may reasonably be suspected to be, and fo seize the
same.

_ (8) Before an order of forfeiture is made under sub-section (1)
the Local Government shall give written notice to the person (if
any) in whose custody the monies, securities or credits are found
of its intention to forfeit, and any person aggrieved thereby may
within fifteen days from the issue of such notice file an application
to the District Judge in a District, or to the Chief Judge of the -
Small Cause Couwrt in a Presidency-town, to establish that the
monies, securities or credits or any of them are not liable to for-
feiture, and if any such application is made, no order of forfeiture
shall be passed in respect of the monies, securities or credits con-
cerned until such application has been disposed of, and unless the
District Judge or Chief Judge of the Small Cause. Court has decided
that the monjes, securities or credits are liable to forfeiture.

(4) In disposing of an application under sub-section (8) the
procedure to be followed shall be the procedure laid down in the
Code of Civil Procedure, 1908, for the investigation of claims so
far as it can be made to apply, and the decision of the District
Judge or Chief Judge of the Small Cause Court, as the case may be,
ghall be final.
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(5) Where the Local Government has reason to believe that any
person has custody of any monies, securities or credits which are
being used or are intended to be used for the purposes of an un-
lawful association, the Liocal Government may, by order in writing,
prohibit such person from paying, delivering, transferring or other-
wise dealing in any manner whatsoever with the same, save in
accordance with the written orders of the Local Government. A
copy of such order shall be served upon the person to whom it is
directed.

(6) The Local Government may endorse a copy of an order under
sub-section (8) for investigation to any officer it may select, and such
copy shall be warrant whereunder such officer may enter upon any
premises of the person to whom the order is directed, examine the
books of such person, search for monies and securities, and make
“inquiries from such person, or any officer, agent or servant of such
person, touching the origin of and dealings in any monies, securi-
ties or credits which the investigating officer may suspect are being
used or are intended to be used for the purposes of an unlawful
association.

(7) A copy of an order under this section may be served in the
manner provided in the Code of Criminal Procedure, 1898, for the v of 1898,
service 'of a summons, or, where the person to be served is a cor-
poration, company, bank or association of persons, it may be served
on any secretary, director or other officer or person concerned with
the management thereof, or by leaving it or sending it by post
addressed to the corporation, company, bank or association at its
registered office, or, where there is no registered office, at the place
where it carries on business.

(8) Where an order of forfeiture is made under sub-section (1)
in respect of any monies, securities or credits in respect of which a
prohibitory order has been made under sub-section (3), such order
of forfeiture shall have effect from the date of the -prohibitory
order, and the person to whom the prohibitory order was directed
shall pay or deliver the whole of the monies, securities, or credits
forfeited, to the order of the Liocal Government.

(9) Where any person liable under this section to pay or deliver
any monies, securities, or credits to the order of the Liocal Govern-
ment refuses or fails to comply with any direction of the Liocal
Government in this behalf, the Local Government{ may recover
from such person, as arrears of land-revenue or as a fine, the amount
of such monies or credits or the market value of such securities.

(10) In this section, ‘ security ’ includes & document whereby
any person acknowledges that he is under a legal liability to pay
money, or whereunder any person obtains a legal right to the pay-
ment of money ; and the market value of any security means the

value as fixed by any officer or person deputed by the Local Gov-
ernment in this behalf. : »
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(11) Except so far as is necessary for the purposes of any pro-
ceeding under this section, no information obtained in the course
of any investigation made under sub-section (6) shall be divulged
by any officer of Government, without the consent of the Local
Government,.

17F. Every report of the taking possession of property and every
Jurisdiction: barred. declaration of forfeiture made, or pur-
porting to be made under this Act, shall, as against all persons, be
conclusive proof that the property specified therein has been taken
possession of by Government or has been forfeited, as the case
may be, and save as provided in sections 17B and 17E no pro-
ceeding purporting to be taken under section 17A, 17B, 17C, 17D
or 17E shall be called in question by any Court, and no civil or
criminal proceeding shall be instituted against any person for any-
thing in good faith done or intended to be’ done under the said
sections or against Government or any person acting on behalf
or or by authority of Government for any loss or damage caused to
or in respect of any property whereof possession has been taken by
Government under this Act.”

14. In the long title and in the preamble of the Indian Press

Amendment of title and (Humergency Powers) Act, 1931, for the
preamble of Act XXIII of words ‘‘against the publication of
1931 matter inciting to or encouraging murder
or violence >’ the words ‘‘ for the better control of the Press ”’
shall be substituted.

15. For sub-section (3) of section 1 of the Indian Press (Emer-
Amendment of section 1, gency Powers) Act, 1931, the following
Act XXIIT of 1931. sub-section  shall be  substituted,
namely :—
““ (8) It shall remain in force until the expiration of the
Criminal Law Amendment Act, 1932.”

16. In sub-section (1) of section 4 of the Indian Press (BBmer-
Amendment of section 4, gency Powers) Act, 1931,—
Act XXIII of 1931.
(a) after clause (b) the following words and clauses shall be
inserted, namely :—
‘‘ or which tend, directly or indirectly,—

(c) to seduce any officer, soldier, sailor or airman in the
military, naval or air forces of His Majesty or any
police officer from his allegiance or his duty, or

(d) to bring into hatred or contempt His Majesty or the
Government established by law in British India or the
administration of justice In British India or any class
or section of His Majesty’s subjects in British India,
or to excite disaffection towards His Majesty or the
saild Government, or
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(¢) to put any person in fear or to cause annoyance to him
and thereby induce him to deliver to any person any
property or valuable security or to do any act which
he is not legally bound to do, or to omit to do any act
which he is. legally entitled to do, .or

(f) to encourage or incite any person to interfere with the
administration of the law or with the maintenance of
law and order, or to commit any offence, or to refuse
or defer payment of any land-revenue, tax, rate, cess
or other due or amount payable to Governmeni or to
any local authority, or any rent of agricultural land
or anything Tecoverable as arrears of or along with
such rent, or .

(9) to induce a public servant or a servant of a local authority
to do any act or to forbear or delay to do any act
connected with the exercise of his public functions or to
resign his office, or

(k). to promote feelings of enmity or hatred between different
classes of His Majesty’s subjects, or

(3} to prejudice the recruiting of persons to serve in any of
His Majesty’s forces, or in any police force, or to

. prejudice the training, discipline or administration of
any such force,””; ,

(b) the Ezplanation shall be numbered as Ezplanation 1,
and after the Ezplanation as so numbered the follow-
ing Ezplanations shall be inserted, namely :—

‘“ Ezplanation 2.—Comments expressing disapprobation of
the measures of the Government with a view to obtain
their alteration by lawful means without exciting or
attempting to excite hatred, contempt or disaffection
shall not be deemed to be of the nature described in
clause (d) of this sub-section. .

Ezplanation 3.—Comments expressing disapprobation of the
administrative or other action of the Government with-
out exciting or attempting to excite hatred, contempt
or disaffection, shall not be deemed to be of the nature
described in clause (d) of this sub-section.

Ezplanation 4—Words pointing out, without malicious in-
tention and with an honest view to their removal,
matters which are producing or have a tendency to
produce feelings of enmity or hatred between different
classes of His Majesty’s subjects shall not be deemed
to be words of the nature described in clause (h) of
this sub-section.”

17. On the commencement of this Act section 62 of the Special

Cessation of effect of sec. Powers Ordinance, 1932, shall cease to X of 1932.
tion 62, Ordinance X of 1932. have effect.
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18. Anything done or any proceedings commenced in pursuance

Adoption and continuance Of the provisions of Chapter VI of the
of action taken under Ordin- Special Powers Ordinance, 1932, shall,
ance X of 1932. upon the commencement of this Act,
be deemed to have been done or to haye been commenced in pur-
suance of the corresponding provisions of the Indian Criminal
Law ‘Amendment Act, 1908, as amended by this Act, and shall
have effect as if this Act was already in force when such thing
was done or such proceedings were commenced.

19. Anything done or any proceedings commenced in pursuance
" Adoption and continuance Of the provisions of the Indian Press
of action taken under Act (Emergency Powers) Act, 1931, as
XXIII of 1931 as amended amended by section 77 of the Special
by Ordinance X of 1932. Powers Ordnance, 1932, shall, upon
the commencement of this Act, be deemed to have been done or
to have been commenced in pursuance of the corresponding pro-
visions of the Indian Press (Emergency Powers) Act, 1931, as
amended by this Act, and shall have effect as if this Act was

already in force when such thing was done or such proceedings
were commenced. v

20. Any person accused of the commission of an offence punish-

Trial of, and completion &ble under section 24, 25, 26, 28, 67 or
of trials of, offences against 70, or by reason' of the provisions of
Ordinance X of 1932. Chapter VI of the Special Powers
Ordinance, 1932, may, notwithstanding the expiry of the said
Ordinance, be tried and punished as if such offence were an offence
punishable under or by reason of the corresponding enactment
of this Act, and as if this Act had been in force at the time of
such commission; and any trial of any such offence begun but not
completed at the expiry of the Special Powers Ordinance, 1932,
may be continued and completed as if it had been begun after
the passing of this Act:

Provided that no trial of an offence punishable under section 67
or 70 of the said Ordinance shall -be begun, continued or com-
pleted in any area in which section 4 or section 7, as the case
may be, is not in force. '

No. 3.

DESPATCH FROM THE GOVERNOR-GENERAL TO THE
MOST HONOURABLE THE MARQUESS OF ZETLAND,
P.C, G.C.8.1, G.C.I.E., HIS MAJESTY’S SECRETARY
OF STATE FOR INDIA, DATED THE 4re OCTOBER,
1935. :

Subject: TEB CRIMINAL, LAW AMENDMENT AcT, 1935.

I have the honour to submit herewith an authentic copy of the
Act noted above to which I have signified my assent. This Act
was introduced in the ILegislative Assembly on 2nd September.
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That House, on 12th September, after six days’ discussion,'refused
by 71 votes to 61 to take the Bill into consideration. For the
reasons stated by me (copy enclosed)* in addressing both Houses of
the Legislature on 16th September, I felt it my duty to return
the Bill to the Legislative Assembly in a recommended form.
That House on the same day rejected by 69 votes to 57 the motion
for leave to introduce the Bill in the form recommended. In
acordance with the provisions of clause (b) of sub-section (1) of
section 67 (B) of the Government of India Act, the Bill was then
laid before the Council of State, and that House accepted the
motion for consideration by 35 votes to 10, and passed the Bill
in the form recommended without a division. I do not propose to
exercise the power vested in me in the proviso to sub-section (2)
of section 67 (B) to direct that the Act shall come into operation
forthwith, but I submit the Act so that His Majesty’s assent may
be obtained after the formalities laid down in sub-section (2) of
that section have been duly observed. ~

2. The effect of this Act is to give permanency to the Indian
Press (Emergency Powers) Act, 1931, and certain provisions of
the Criminal Law Amendment Act, 1932, both of which Acts
would in the ordinary course expire on 18th December, 1935. The
Indian Press (Emergency Powers) Act, 1931, was passed to assist
Government in checking the very serious recrudescence of ter-
rorism which began in that year by giving powers to deal with the
publication of matter inciting to or encouraging murder or violence.
As passed that Act had validity for one year only. The Criminal
Law Amendment Act, 1932, extended the scope of, and gave
further validity to, the Press (Emergency Fowers) Act of 1931
and in addition contained provisions whch enabled Government
to deal with certain forms of intimidation which were a special
feature of the civil disobedience movement and also to deal more
effectively with associations declared unlawful under the Criminal
Law Amendment Act, 1908. The immediate origin of the Act of
1932 was the civil disobedierice movement. But the fact that the
orginal form of the Bill placed no limit to its period of validity and
the statements made on behalf of Government when the Liegis-
lature was asked in 1932 to take the Bill into consideration show
conclusively that Government intended the measure to check
other subversive movements in addition to civil disobedience and
more particularly terrorism and communism. It is important to
stress this point bécause much of the opposition to the Act which
I now submit to you was based on assertions that the sole object
of the Act of 1932 was to strengthen the hands of Governmént in
dealing with the civil disobedience movement, and that, as that
movement no longer exists in an active form, there is no justifica~
tion for the continuance of the Act. I shall have something more

* Printed as an annexure.



© 80

to say in regard to the present position in relation to civil dis-
obedience in another portion of this despatch.

3. I now desire to explain briefly the more important pro-
visions which are continued in a permament form by this Act and
the reasons which have led me to use the special powers conferred
on me by the Government of India Act. These provisions are
sections 5, 7, 13 and 14-16 of the Criminal T.aw Amendment Act,
1932.

Section 5 makes it a penal offence to disseminate the contents
of proscribed documents. Government have at present the power
in certain circumstances to proscribe documents, but it is no offence
to republish a document that has been proscribed. Without such
a provision proscription loses much of its effect and this section fills
ap obvious gap in the ordinary law.

Section 7 makes picketing a penal offence in any area to which
the Local Government may, by notification, apply the section.
Since it was extensively used during the civil disobedience move-
ment, picketing has become a more or less normal method of
expressing opposition not only to Government but to any consti-
tuted authority and even to private persons for political, economic
or religious reasons. Experience has shown that in India picketing
very frequently leads to violence—the serious riots in Dacca in
1930 and Cawnpore in 1931 began with picketing—and that there
are no provisions in the ordinary law which enable the authorities
to deal with it effectively at the outset. I should explain further
that this section was never intended to be used to deal with peaceful
picketing in purely industrial disputes. There are executive orders
against 1ts use in such cases and, so far as I am aware, these orders
have been strictly observed. On the other hand, the section has
proved useful in dealing with strikes started with a political as
distinct from an industrial object and inspired by communist agents
in pursuance of communist aims.

Section 13 contains provisions which strengthen the hands of
Government in dealing with associations declared unlawful under
the Criminal Law Amendment Act, 1908. If the principle of
declaring associations unlawful in certain circumstances is accepted
—and that principle has been embodied in the law of India for the
last twenty years—then it is only logical that Government should
have the power to cripple the activities of such associations. The
Act, of 1908 provided Government with power to prosecute persons
who are members of, or who manage or assist in the management
" of, such associations, but such prosecutions have been found by
experience to be an ineffective check on the activities of the associa-
tions. Section 13 gives Government power to take possession of the
buildings and funds of these associations. It proved very effective
in the civil disobedience movement and Government have reason
to believe that the section is & powerful deterrent to the supply of
funds to unlawful associations and has placed serious difficulty in.
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the way of the Communist Party of India obtaining funds for its
work.

Sections 14-16 give Government certain powers of control over
the Press. These are the most controversial provisions of the Act
of 1932. They are also the provisions which my Government con-
sider most vital in the new Act and to which the most determined
opposition has been made. Here again I rely on the results of
experience. Since the Press Act was passed in 1910 there have
been three periods during which the Press has been subject to no
control, namely, (1) 1922 to April 1930, (2) October to December
1930 and (8) March to October 1931. The experience of the eight
years of the first period shows that the ordinary law was entirely
insufficient to stop inflammatory writings of the most dangerous
description in support of terrorism, in praise of terrorist murders
and in the most violent incitement to communal hatred. There can
be little doubt that such inflammatory writings did much to
intensify the communal hatred which led to the serious riots in
Calcutta in 1926 and Liahore in 1927, aindd which prepared the
ground for the outbreak of terrorist crimes which began in 1931.
Immediately after the Press Ordinance of 1930 lapsed in October
of that year a new flood of violent and seditious articles in which
murderers were praised began to appear. History repeated itself
in 1931 when the second Press Ordinance was withdrawn as a
result of the Delhi Pact. Once again there was direct and open
approval of terrorism and violence with the result that the Indian
Press (Emergency Powers) Act was passed in October 1931. There
is, in my mind, no doubt whatever that if these sections were
allowed to lapse, the same results would again inevitably follow
and having regard to the present situation in India, particularly
with reference to terrorism and communal unrest, I feel that I
would have failed in my duty had I not used such powers as I
possessed to prevent such a situation again arising. I may add
that there is a very general recognition of the fact that there is a
section of the Indian Press which is wholly irresponsible and
entirely unscrupulous, and which is run with the sole object of
personal gain and which does not hesitate to encourage terrorism
and communal hatred. The difference that exists between those
who recognise the existence of this fact and my Government is in
regard to the sufficiency of the ordinary law to deal with the evil.
I am myself entirely satisfied that the experience of the last
thirteen years has proved beyond any doubt whatever that the
existing law is insufficient to deal with this evil.

4. T now turn to explain the present situation in India in regard
to those dangers which in my opinion make this Act essential for
the tranquillity of the country. These are the threat of civil dis-
obedience, terrorism, communism and communal hatred. Civil
disobedience is at present in abeyance, but the leaders of the
Congress Party have made it clear beyond all possibility of doubt
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that they have not abandoned the principle of civil disobedience -
and that they hold themselves free to revive it whenever it suits
them to do so. Mr. Gandhi himself has also quite recently and
publicly reiterated his belief in ‘‘ non-violent disobedience of laws.’”
Civil disobediehce in some form or other will undoubtedly be an
important weapon in the armoury of those who desire to wreck
the new constitution. ~While, therefore, my Government have
thought it possible to -drop some of the provisions (sections 2, 3, 4,
6 and 8) of the Act of 1932 which were designed to counter certain
special features of the civil disobedience movement, I am fully
satisfied that the threat of civil disobedience is a sufficiently real
danger to strengthen the other reasons which exist for retaining
certain other provisions of the Act.

5. The position in regard to terrorism in Bengal has undoubtedly
improved very appreciably since 1932. But His Excellency the
Governor of Bengal has on more than one recent occasion im-
pressed on the public that the terrorist virus is still active and that
the movement is still receiving a steady flow of new recruits. In
some other provinces, particularly in Assam, Ajmer, the United
Provinces and Bihar and Orissa, there has unfortunately been clear
evidence of renewed terrorist activity. Out of 25 terrorist inci-
dents since 1st April, 1935, more than half have occurred in these
provinces. Opposition to the continuance of the provisions of the
Act of 1932 has to some extent been based on the argument that
the special Acts in Bengal are sufficient to meet this danger. But
those who use that argument clearly overlook the facts that
terrorism is not confined to Bengal and that without the continuance
of séctions 14 to 16 of the Act of 1932 the Bengal Government will
have no effective control over the Press. In my considered opinion,
the relaxation of the provisions dealing with the Press would very
quickly undo the improvement effected in Bengal and would
stimulate recruitment to the terrorist movement throughout India.

6. The avowed aim of communism in India is to bring about
an armed revolution as quickly as possible ‘‘ by the armed in-
surrection of the widest possible masses of the working class, the
peasantry, and the revolutionary petty bourgeoisie ”’. The dangers
of this movement are not generally appreciated in this country
because of its underground methods of working. But my Gov-
ernment have ample evidence of the determination with which its
activities are being pursued and I am satisfied that it forms a
very real, though possibly not an immediate, menace to the peace
of the country. .

7. The last danger is communal feeling. Within the last six
months there have been serious riots due to this cause in places
as far apart as Karachi and Secunderabad and also in the Agra
district of the United Provinces, the Champaran district of Bibar
and Orissa, the Rajshahi district of Bengal and in Liahore. At
the present moment communal feeling in the Punjab is more tense
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than officers with long experience of that province have ever
known. In times of such feeling in India an uncontrolled Press
is a most serious damger.

8.'Much of the opposition to the Act has been due to the fact
that no period has been set to its validity. In the form in which
it was introduced it was a permanent measure and I retained that
feature in the form in which I recommended the Bill. My main
reason for doing so was that I find it at present impossible to
forsee any reasonable period of time within which, at any rate,
terrorism and communal unrest will not be a serious menace to
the public peace. A further reason is that temporary legislation
designed to counter subversive movements has this unsatisfactory
feature, that it encourages the promoters of such movements to
cherish the hope that the time will come  when their unlawful
activities can be resumed. It affords no inducement for them to
abandon their schemes. I am also of the opinion that if is in
the interests of the new provincial Governments that this Act
should be on the statute-book in a permanent form. These Gov-
ernments will, if they feel that this can safely be done, be in a
position to withdraw some or all of the provisions of the Act, and
on the other hand, if they feel that the provisions of the Act are
essential for the tranguillity of their provinces, will not be placed
in the difficult position at an early stage of the reformed constitu-
tion of having to face the unpopularity which befalls any Govern-
ment which finds it necessary to pass legislation of this nature.

9. All Local Governments were consulted on every provision of
this Bill. Their opinions have been forwarded to you by my
Government,and you will no doubt have observed that they have
given the provisions of the Bill practically unanimous support.

10. Copies of the Indian Press (Emergency Powers) Act, 1931,
and the Criminal Law Amendment Act, 1932, are enclosed. Copies
of the proceedings in both Houses of the Legislature have already
been forwarded to you. '

I have, etc.,

(84.) WILLINGDON.

ANNEXURE T0 GOVERNOR-GENERAL'S DESPATCH OF THE 4TH OCTOBER,
1935, To THE SECRETARY OF STATE FOR INDIA.

Egtract from the Speech delivered to the Council of State and the
Legislative Assembly by His Excellency the Viceroy on the
16th September, 1935.

On Thursday last the Legislative Assembly to the regret of my
Government and myself refused by a majority to take into con-
sideration the Bill to give permanence to the Indian Press (Emer-
gency Powers) Act, 1931, and to certain provisions of the Criminal
Law Amendment Act, 1932. I had hoped that the Assembly
would share with Government the responsibility for this
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measure. Their refusal to do so has transferred the responsibility
to me and after taking time to consider all the implications of action
or inaction on my part I have decided, in discharge of my respon-
sibility for the safety, tranquillity and interests of British India,
to give the Assembly an opportunity to reconsider their decision,
and the Bill will be brought before that House again in a recom-
mended form. The arguments for and against the Bill have already
been discussed at great length on the floor of the Legislative Assem-
bly, and I shall, therefore, state as briefly -as possible my own
reasons for considering the passage of the Bill to be essential. We
are on the eve of important changes in the Constitution of India.
Within the next two years the primary responsibility for the main-
tenance of peace and good government in the Provinces will be
transferred to Ministries responsible to the. Legislatures. I con-
sider it my imperative duty to use such powers as I possess to
secure that that transfer takes place in the most,favourable con-
ditions possible to the stability.and success of these new Govern-
ments. Dangerous subversive movements are still active in the
country. Communal unrest as I have already said is unfortunately
a more serious danger than for many years past. The experience
of all Liocal Governments has been that the provisions of this Bill
give them powers which are effective in keeping these movements
in check and in preventing the publication of incitements to com-
munal dissension. They are unanimous in considering the reten-
tion of these powers essential. I am myself satisfied that they are
right and that I would be failing in my duty if T did not use my
special powers to. secure that these Governments have these powers
during the remainder of the present Conbstifution and that the
new Governments shall also have them when they fake over the
reins of Government. -

No. 4.

FroM THE SECRETARY OF STATE FOR INDIA TO THE (GOVERNOR-
: GENERAL, DATED 17TH OCTOBER, 1935,

Telegraphic.—I have received Your Excellency’s despatch dated
4th October, and authentic copy of Criminal Law Amendment Act,
1935, to which you have signified your assent. I desire to assure
you that the provisions of the Act and your action in respect of it
have my full approval, and I am taking the further steps required
in pursuance of section 678, Government of India Act.

(32136—86) Wt.1450-1308 750 11/36 P.St. G.373
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.~ No. 1.-

Whereas the Burma Legislative Council has refused ‘to pass the
Burma Criminal Law Amendment Bill (No. 1 of 1936}, T recom-
mend that the Bill should be passed in the form below Whlch i t}\e
form in which the Bill was orlgmally mtroduced

“H. L. STEPHENSON .
Govemor of Burma

, BURMA LEGISLATIVE COUNC]L
-BILL »No 1'017» 1936

- THE BURMA CRIMDIAL LAW A’.MENDMENT
(AMENDMENT) BILL, 1936

A Bill to amend the Burma Criminal Law Amendment Aét, 1931.

‘Whereas it is exped),ent to amend the Burma Criminal Liaw Burma Act
Amendment Act, 1931 ; ahd whereas 111 of 1931
Preamble. the previons - sanct;on ‘of the
Governor General has been. obfained under sub-section (8) of
section 80a .of the Government of India Act to the passmg of this
Act:
It is hereby enacted as follows :—
'1.—(1) This'Act may be called the Burma Criminal Law Amend—
ment (Amendment) Act, 1936.
Short title and commencement.

(2) It shall come into, force on the 30th”day of Ji uly, 1936
2. In sub-section (4) of section 1 of the Burma Criminal Liaw Burma Act

Amendment of section 1 of - "Amendment Act, 1931, for the word III of 1931
Burma Act III of 1931. *“ five ** the word *‘ ten ** shall be
substituted.

STATEMENT OF OBJECTS AND REASONS.

The Burma Criminal Law Amendment Act will lapse at the end
of July and the Local Government considers that its extension is
essential. The Act was originally passed to enable the Government
to deal with the influx of Terrorists who had been driven out of
Bengal and had established themselves in Burma where the absence
of special legislation to deal with them left them free to collect
arms for use in Bengal and to plan outrages to be carried out there.
They were responsible for dacoities here to provide themselves with
funds, and they initiated a strong propaganda campaign to convert
the youth of Burma to the methods of Terrorism.

35930 A2
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During its life of five years the Act has been successfully employed
to check the influx of these dangerous criminals and there can be
no doubt that our freedom from Terrorism is largely due to the
judicious use of its provisions. N evertheless the danger still exists.
The Terrorist movement in Bengal has not been eradicated, and
if the Burma Act is allowed to lapse the situation will be the same
as in 1931, Within the last few months a serious plot to smuggle
arms into Bengal was frustrated and those who were implicated
were interned ; their release would mean renewal of the Plots. The
Act is directed against Indian criminals who use Burma as a base
for the organization of crime and who attempt to corrupt the youth
of Burma, and its use has been confined to people of this class.
Their propaganda in the Schools and Colleges here would probably
lead to Terrorism in Burma and an outbreak of this kind would be
a most serious danger to the Government under the new constitu-
tion. The Local Government considers that it is necessary to
extend the Act for a period of ﬁve years.

Maung Ba,
Member in-Charge of the Bill.
Rangoon,
the 8th January, 1936.

I hereby certify that the Council has failed to pass this Bill in the
form recommended by His Excellency the Governor.

Cair Hramvg,
President,

22nd February, 1936.

(True Copy.)

Saw Hria Pru,

" Secretary to the Government
of Burma, Judicial Dept.
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v : ‘ " No. 2.
Under section 72E (1) of the Government of India Act, I.certify

that the passage of this Bill is essential for the dlscharge of my
responsibility for the reserved subject of the Administration of

Justice in Burma.
H. L.. STEPHENSON,

Governor of Burma.
Rangoon,
23rd February, 1936.
BURMA LEGISLATIVE COUNCIL.

THE BURMA CRIMINAL LAW AMENDMENT
(AMENDMENT) ACT, 1936.

An Act to amend the Burma Criminal Law Amendment Act, 1931. Burma

‘Whereas it is expedient to amend the Burma Criminal Law ﬁ;;lln of

Preamble. Amendment Act, 1931 ; and whereas
the previous sanciion of the
Governor General has been obtainéd under sub-section (3) of section
80a of the Government of India Act to the passing of this Act;
It is hereby enacted as follows :—
1.—(1) This Act may be called the Burma Criminal Law Amend-
Short title and commencement. ment (Amendment) Act, 1936.
(2) It shall come into force on the 30th day of July, 1936. gurma
2. In sub-section (4) of section 1 of the Burma Criminal Law Act IIT of
Amendment of section 1 of Burma Amendment Act, 1931, for the word 1931.
Act III of 1931. ‘“ five ’ the Word *“ ten *’ shall be
substituted.
H. 1.. STEPHENSON,
Governor of Burma.
Rangoon,
23rd February, 1936.

—_——

This Act was made by me as Governor under the provisions of -
section 72E of the Government of India Act.

H. L. STEPHENSON,

Governor of Burma.
Rangoon,

23rd February, 1936.
(True copy.)
Saw Hia Pru,

Secretary to the Govt. of Burma,
Judicial Dept.
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In pursuance of the provisions of sub-section (2) of section 72E
of the Government of India Act, I, Freeman Freeman-Thomas, Earl
of Willingdon, hereby reserve for the signification of His Majesty’s
pleasure the Burma Criminal Law Amendment (Amendment) Act;
1936. ' ' ‘ ;

WILLINGDON,
Viceroy and Governor General.
New Delhi, :

the 19th Marchv,v 1936.

- An authentic copy. -
G. H. SpexcE,
Secretary to the Government of India,
Legislative Department.
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LEGISLATIVE . DEPARTMENT,
No. 27 of 1936.
7o =

The Most Honourable the Marquess of Zetland, P.C., G.C.S.I.,
G.CIE., - -

His Majesty’s Secretary.of State for India.
New Delhi, the 19th March, 1936.

Subject.—The Burma Criminal Law Amendment {Amendment)
- Bill, 1936.

My Lorp MARQUESS,

I have the honour to invite your Liordship’s attention to Mr.
Wedgwood Benn’s Despatch No. 28—Public¢; dated the 6th August,
1931, communicating.the signification.of assent by His Majesty in
Council to the Burma Criminal Law Amendment Act, 1931. That
Act was brought into force by notification under sub-section (2) of
its own section 1 on the 31st July, 1931, and if sub-section (4) of
section 1 were left to its operation it would be due to expire on
the 31st July, 1936. Being of opinion, for the reasons set out.in
the Statement of Objects and Reasons, that it was necessary to
extend the duration of the Act for s further period of five years,
the Government of Burma introduced a Bill to secure this end.
On the 15th February, 1936, the motion that the Bill be taken into
consideration was moved by the Home Member and adopted by
30 votes to 24, but on the 17th February the motion that the Bill
be passed was rejected by 44 votes to 33. On the 19th February
His Excellency the Governor recommended to the Council that it
should pass the Bill in the form in which it had previously been
introducéd and on the 22nd February the Home Member moved for
leave to introduce the Bill in the form recommended. The Council
refused leave by 37 votes to 32, and on the 23rd February His
Excellency the Governor certified that the passage of the Bill was
essential for the discharge of his responsibilities for the reserved
subject of the Administration of Justice in Burma, with the result
that the Bill became an Act of the local Legislature under the
operation of sub-section (1) of section 72E of the Government of
India Act and on the same day His Excellency endorsed upon the
Act a statement that the Act had been made by him as Governor
under the provisions of that section. In conformity with sub-section
" (2) of that section I have reserved the Act for the signification of His
Majesty’s pleasure and I have the honour to transmit herewith the
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- authentic copy of the Act together with the other documents speci-
fied in the list* of enclosures appended hereto. I have only to add
‘that T amin complete agreement with His Excellency the Governor
in considering that the passage of the Bill was essential for the
discharge of his responsibilities.
T have the honour to be,
My Liord Marquess, '
Your Lordship’s most obedient, humble servant,

WILLINGDON.

No. 4.

" Telegram from Secretary of State to Government of India,
dated 28th April, 1936. '

" Legislative Department. I have received Your Excellency’s
-despatch dated 19th March, 1936, and authentic copy of Burma
Criminal Law Amendment Act 1936, which Your Excellency has
reserved for the signiﬁcation of His Majesty’s pleasure. I desire to
assure you that the provisions of the Act and the actions taken in
tespect of it by the Governor of Burma have my approval. I am
taking the further steps required in pursuance of Section 72E of
the Government of India Act.

* Not printed.
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No. 5.

THE BURMA CRIMINAL TAW AMENDMENT
ACT, 1931. N
. c, N N -

BURMA ACT NO. III OF 1931.

(Made by the Governor of Burma under the provisions of sec-
tion T2E of the Government of India Act. Received the
assent of His Majesty signified by an Order of His Majesty
in Council, which assent was notified by the Governor:
General in the Gazette of India, Extraordinary, dated the
98th July, 1931.) ‘ c

An Act to Supplement the ordinary Criminal Law in' Burma. _ ._
Whereas it is expedient to supplement the ordinary crimina] Preamble.
law in Burma,; : ‘ ' o L
And whereas the previous sanction of the Governor-General
has been obtained under sub-section (8) of section 80A of the
Government of India Act to the passing of this Act;

It is hereby enacted as follows :—

1.—(1) This Act may be- called the Burma Criminal. Law Shox"ﬂftf&le!:

Amendment Act, 1931 ; ’ " A c°“";‘?-'!§°.-.f
) : . . o . ment,

(2) It shall come into force on such date as the Liocal extent and -

Government may, by notification in-the Burma Gazette, ditect ; duration.
(3) It extends to the whole of Burms, ; and

- {(4) It shall continue in force for five years from the date of
its commencement. C ' '

2. In this Act, unless there is' anything repugnant . in .the Definition.
subjegt or context, ‘* the Code '’ means the Code of Criminal
Procedure, 1898. . :

'8.—(1) The Liocal Government may, by order in. writing, Power of
direct that any person accused of any offence specified in the Local ’G::':
First Schedule shall be tried by Commissioners appointed Jiceet tricl:.

) directtrial +
under this Act. b;ﬂ(e}com:’i:-v

(2) No order under sub-section (1) shall be made in respect scle(:::i "
of, or be deemed to include, any person who has been com- cases.
mitted under the Code for trial before a High Court, but save
as aforesaid an order under that sub-section may be made in’
respect of, or may include, any person-accused of ‘any offence’
specified in the First Schedule whether such offence was com-
mitted before or after the commencement of this Act. '

35930 A3
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4.—(1) Commissioners for.the trial of persons under this Act
shall be appointed by the Local Government.

(2) Such Commlssmners may . be appointed for the Whole of
Burma or for any part thereof, or for the trial of any particular
accused person or persons,

(8) All trials under this Act shall be held by three Commis-
sioners, of whom at least two shall be persons who at the time
of appointment under this section are serving as, and have
for at least three years served as or exercised the powers of,

‘Sessions Judges or Additional Sessions Judges, or are persons

qualified under sub-section (8) of section 101 of the Govern-
ment of India Act, for appointment as Judges of a High Court.

5.—(1) Commissioners appointed under this,Act may take
cognizance of offences without the accused being committed to

. them for trial, and in trying accused persons, shall record

evidence in the manner prescribed in section 356 of the Code

and shall, in other respects also, subject to this Act and to any
rules made thereunder follow the procedure prescribed by the

~ Code for the trial of warrant cases by Magistrates.

Powers of
Commis-
sionera.

Application
of Code of
Criminal
Procedure
to Pro-
ceedings of
Commis-
sioners.

Tender of
Pardon.

(2) In the event of any difference of opinion among the
Commissioners, the opinion of the majority shall prevail.

6.—(1). The Commissioners may pass upon any person con-
victed by them any sentence authorised by law for the ‘punish-

- ment of the offence of which such person is convicted.

(2) If in any trial under this Act it is found that the accused
person has committed any offence, whether such offence is or is
not an offence specified in the First Schedule, the Commis-
sioners may convict such person of such offence and pass any
sentence authorised by law for the punishment thereof. ’

7. The provisions of the Code, so far only as they are not
incansistent with the provisions of, or the special procedure pre-
scribed by or under, this Act shall apply to the.proceedings
of Comamissioners appointed under this Act, and such Commis- -
sioners shall have all the powers conferred by the Code on a
Court of Sessions exercising original jurisdiction.

8.—(1) Commissioners trying an offence under this Act may,
with.a view to obtaining the evidence of any persons supposed
to have been directly concerned in, or privy to the offence,
tender a pardon to such person on: condition of his making a
full and true disclosure of the whole circumstances within his
knowledge relative to the offence and to every other person
concerned whether as principal or abettor in the commission
thereof.
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. (2) Where, in the case of any offence for the trial of which
bv Commlssmners an order has been made under sub-section (1)
of section 3, a pardon has, before the passing of such order,
been tendered to and a.ccepted by any person under section 337
of the Code, the provisions of sub-sections (2) and (3) of that
section of the Code shall apply as if the accused person had been
commltted for trial to the Commissioners.

(8) For the purposes of sections 339 and 339A of the Code
pardons tendered under sub-section (1) and sub-section (2) shall

be deemed respectively to have been tendered under sections
338 and 337 of the Code.

of1872 9. Notwithstanding anythmg conta,med in the Indian Evi- Special rule
dence Act, 1872, when the statement of any person has been of Evidence.
recorded by any Magistrate, such statement may be admitted
in-evidence in any trial before Commissioners appointed under
this Act if such person is dead or cannot be found or is in-
capable of giving evidence, and the Commissioners are of
opinion that such death, disappearance or incapacity has. been
caused in the interests of the accused.

10. The Local Government may, by notification in the Rule-mak-
Burma Gazette, make rulés consistent with this Act to provide ing powers

— of Local
for all or any of the following matters, namely :— : Govorn.

" (i) the times and places at which Commissioners ment.
appointed under this Act may sit; ,

(ii) the procedure of such Commissioners, including the
appointment and powers of their President, and the
procedure to be adopted in the event of any Com-
missioner being prevented from attending through-
out the trial of any accused person;

(iii) the conduct of and the procedure at trials, the manner
in which prosecutions before such Commissioners
shall be conducted and the appointment and powers
of persons conducting such' prosecution ;

(iv) the execution of sentences passed by such Commis—
sioners ;

(v) the temporary custody or release on ball of persons
referred ta or included in any order made under sub-
section (1) of section 8, and the transmission of
records to the Commissioners; and

(vi) any matter which appears to the Local Government to
be necessary for carrying into effect the provisions
of this Act relating or ancillary to trials before
Commissioners.

11.—(1) Any person convicted on a trial held by Commis- Appealsand
_smners under this Act may appeal to the High Court of Judica- Confirma-
ture at Rangoon, and such appeal shall be disposed of by the tious.

High Court in the. manner prov1ded in Chapter XXKI of the
Code.
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(2) When the Commissioners pass a.senténce .of death, the
record of the proceedings before them shall be submitted to the:
High Court and the sentence shall not be executed -unless it is
confirmed by the High Court which shall exercise, in respect of
such proceedings, all the powers conferred on the High Court
by Chapter XXVII of the Code.’

Power of 12—(1) Where, in the opinion of the Loca,l Government
Local there are reasonable grounds for believing that any person—
Government

%o deal with (i) has acted, is acting or is about to act in contravention
certain of the provisions of the Indian Arms Act, 1878, or of 11 of
suspects. . the Explosive Substances Act, 1908; or 1878.

(i) has committed, is committing or is about to commit 6of 19

any offence specified in the Second Schedule; or
‘(ili) bhas acted, is acting or is-about to act with a view to

interfere by violence or by threat of violence with

the administration of justice ;
the Local Government, if it is satisfied that such person is'a
member, or is being controlled or instigated by a member of
any association of which the objects or methods include the
doing of any of -such acts or the commission of any .such
offences, may, by order in writing, give all or any of the follow-
ing directions; namely, that such person—

(a) shall notify his residence and any change of residence
to such authority as may be specified in the order;
(b) shall report himself to the police in such manner and
at such period as may be so specified ;
(¢) shall conduct himself in such manner or abstain from
such acts as may be so specified ; .
(d) shall reside or remain in any area so speciﬁed
() shall not enter, reside in, or remain in any area so
specified ; -
* (f) shall be committed to custody in jail;
and may at any time add to, amend, vary or rescind any order
made under this section.

(2) The Local Government in its order under sub-section (1)
may direct—

(a) the arrest without warrant of the person in respect of
whom the order is made at any place where he may
be found by any police officer or by any officer of
Government to whom the order may be directed or
endorsed by or under the general or special authority
of the Liocal Government ;

(b) the search of any place specified in the order which in
“the opinion of the Local Government has been, is
being, or is about to be used by such person, for
the purpose of doing any act, or committing any
offence, of the nature descnbed in sub-section (1).
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13. An order made under sub-section (1) of section 12 shall Service of
be served on the person in respect of whom it is made in the orders
manner provided in the Code for service of a summons, and ““i‘?" 12
upon such service such person shall be deemed to have had due section 24
notice thereof.

14.—(1) Any officer of Government authorised in this behalf P°We: to th
by general or special order of the Local Government may Soio. T/
arrest without warrant any person against whom a reasonable
suspicion exists that he is a person in respect of whom an order
might lawfully be made under sub-section (1) of section 12.

(2) Any officer exercising the power conferred by sub-
section (1) may, at the time of making the arrest, search any
place and seize any property which is, or is reasonably sus-
pected of being, used by such person for the purpose of doing
any act, or committing any offence, of the nature described
in sub-section (1) of section 12. o

(3) Any officer making an arrest under sub-section (1) shall
forthwith report the fact to the Local Government, and may,
by .order in writing, commit any person so arrested to custody
pending receipt of the orders-of the Local Government; and
the Local Government may by general or special order specify
the custody to which such person shall be committed :

Provided that no person shall be detained in custody under
this section for a period exceeding fifteen days save under a
special order of the Liocal Government, and no person shall in
any case be detained in custody under this section for a period
exceeding one month.

15.—(1) The Local Government and every officer of Govern- gnforce-
ment to whom any copy of any order made under section 12 has ment of
been directed or endorsed by or under the general or special orders.
authority of the Liocal Government may use any and every
means necessary to enforce compliance with such order. '

(2) Any officer exercising any of the powers conferred by
section 14 may use any and every means necessary to the full
exercise of such powers.

16. Whoever, being a person in respect of whom an order Penalty for
has been made under sub-section (1) of section 12, knowingly breach of
disobeys any direction in such order, shall be punishable with order under
imprisonment for a terma which may extend to three years, and section 12.
shall also be liable to fine.

17.—(1) Every person in respect of whom an order has been Power of
made ander sub-section (1) of section 12 shall, if so directed by Photograph-
any officer authorised in this behalf by general or special order %& ©t¢-
of the Local Government,— persons in

] ) respect of
(a) permit himself to be photographed ; whom order
(b) allow his finger impressions to be taken; : has been

‘made under
section 12,
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(¢) furnish such officer with specimens. of his hand-
writing and signature ; - o

(d) attend at such times and places as such officer may
direct for all or any of the foregoing purposes.

(2) If any person fails to comply with or attemps to avoid

" any direction given in accordance with the provisions of sub-

section (1), he shall be punishable with imprisonment for a
term which may extend to six months, or with fine which may
extend to one thousand rupees, or with both.

18. The power to issue search warrants conferred by sec-
tiou 98 of the Code shall be deemed to include a power to issue
warrants authorising the search of any place in which any
Magistrate mentioned in that section has reason to believe that
any offence specified in the First Schedule has been, is being, or
iz about to be committed and the seizure of anything found
therein or thereon which the officer executing the warrant has
reason to believe has been, is being, or is intended to be, used,
for the commission of any such offence ; and the provisions of
the Code, so far as they can be made applicable, shall apply to
searches made under the authority of any warrant issued under
this section, and to the disposal of any property seized in any
such search; and an order for search issued by the Local
Government under sub-section (2) of section 12 shall be deemed
to-be a search warrant issued by the District Magistrate having .
jurisdiction in the place specified therein, and may be executed
by the person to whom the order is addressed in the manner
provided in this section.

19.—(1) ‘Within one month from the date of an order by the
Liocal Government under: sub-section (1) of section 12, the
Local Government shall place before two persons, who shall be
either Sessions Judges or Additional Sessions Judges having,
in either case, exercised for at least five years the powers of a
Sessions Judge, or Additional Sessions Judge, the material
facts and circumstances in its possession on which the order
has been based or which are relevant to the inquiry, together
with any such facts and circumstances relating to the case
which may have subsequently come into its possession, and a
statement of the allegations against the person in respect of
whom the order has been made and his answers to them, if
furnished by him. The said Judges shall consider the said
material facts and circumstances and theé allegations and
answers and shall report to the Liocal Government whether or
not in their opinion there is lawful and sufficient cause for
the order. :

(2) On receipt on the said report, the Local Government
shall consider the same and shall pass such order thereon as
appears to the Local Government to be just or proper.
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{3) Nothing in' this section shall entitle any person .against
whom an order has been made:. under sub-section (1) of sec:
tion 12 to attend in person or- to appear by pleader in. any
matter connected: with the reference to the said Judges, and
the proceedings and. report of the said Judges shall be
confidential.

90.—(1) When an order under sub-section (1) of section 12 Power to
has been made against a person, the Liocal Government may at s“sPe:‘tn of
any time, without conditions or upon any conditions’ which such gf;:‘:sl
person accepts, direct the suspension or cancellation of such ypder

rder section 12.

(2) If any condition on which an order has been suspended
or cancelled is in the opinion of the I.ocal Government not
fulfilled, the Liocal Government may revoke the suspension or
cancellatmn and thereupon the person in whose favour such
suspension or cancellation was made may, .if at large, be
arrested by any police officer without warrant, and the order
under sub-section (1) of section 12 shall be deemed to be in
full force.

(3) If the conditions on which such suspension or cancella-
tion has been made include the execution of a bond with or
without sureties, the Liocal Government may at once proceed
to recover the penalty of such bond.

. {4) A Magistrate of the first class shall in default of payment
of such penalty issué, on application made in this behalf by an
officer of the Tiocal Government specially empowered, a warrant
for the attachment and sale of the moveable property. belonging
to the defaulter or. his estaté if he be dead. On the.issue of
such warrant the provisions of ,sub-sections (3) and (4) of
section 514 of the Code shall apply to such recovery.

21.—(1) The Local Government shall, by order in writing, Visiting
appoint such peérsons as it thinks fit' to’ constitute Visiting Committees,
‘Comimittees for the purposes. of this A¢t, and shall by rules
prescribe the fnnctions which these Committees shall exercise.

(2) Such rule shall provide for periodical visits to persons
under restraint by reason of an order made under sub- sectlon
(1) of section 12.

(3) No person in respect of whom any such order has been

* made requiring him to notify his residence or change of resi-

dence or to report himself to the police or to abstain from any

specified act, shall be deemed to be under restraint for the
purpose of sub-section (2).

29. The Local Government shall make to every person, who Allowances
is placed under restraint by reason of an order made under sub- to persons
section (1) of section 12, a monthly allowance for his support under

of such amount as is, in the opinion of the Liocal Government :zs;r:ﬂ:fr

dependants,
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dequate for the supply of his wants, and shall also make to his
family, if any, and to such of his near relatives, if any, as are in
the opinion of the Liocal Government dependent on him for
bupport, an allowance for the supply of their wants suitable in
the opinion of the Liocal Government to their rank in life.

Ezplanation.—In this section the expression *‘ under re-
straint ** has the same meaning asin section 21. ‘

Power t6 - '93. The Local Government may make rules providing for the

make Fules. procedure to be followed regarding the notification of residence

" and report to the police by persons in respect of whom orders

" have been made under section 12, and for the place and manner

of custody of all persons- arrested or commltted to or detamed
m custody under this Act.

Publication :. 24~ All rules. made under thls ‘Act shall be pubhshed in the
of rules. Burma Gazette, and on such pubhcatlon shall have effect as if
enacted in this ‘Act. .

WL

Bar tosuits, - 25. No suit, prOSecutlon or other legal proceed.mg shall lie
prosecu-  against any person for anything which is in good faith done or
:‘):L‘;sr’;:dal mtended to be done under this Act, and the powers conferred
proceedigngs by section 491 of the Code shall not be exercised in ‘respect of

any person arrested, commltted to- or -detained -in custody

under this Act.

Effect of 26. W'here, prior to the commencement of this Act, anythmg

the Act.  has been done, or any action has been taken under the pro- .
‘visions of the Burma. Criminal Law Amendment Ordinance, Ordl-‘ C
1931, which thing or action might have been done or taken nancigic
under the provisions herein enacted had this Act commenced of 19:f]:c
on the 81st day of January, 1981, such thing or action shall be
deemed to have been done or takeri under the provisions of this

2. Act, and every consequence which .would have ensued-if this

2+ . Act had eommenced as aforesaid, and such thing or action had
been done or taken thereunder, shall thereupon ensue in all
respects as if this Act had so commenced a,nd such thmg or
action had been so done or taken. -

Repeal. 27. The Burma Criminal Law Amendment Ordma,nce 1931 Ordli

is hereby repealed L . o Cof li;;ﬂio
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THE FIRST SCHEDULE.

(See SecTIONsS 3 AND 6.)

Any of the following offences, if in the opinion of the Local
Government there are reasonable grounds for believing that such
offence has been committed by a member, or a person controlled or
instigated by a member, of any association of which the objects or
methods include the commission of any of such offences, namely: —

(a) any offence punishable under any of the following sections
5 of 1860. of the Indian Penal Code, namely, sections 148, 302, 304,
326, 327, 329, 332, 333, 385, 386, 387, 392, 394, 395, 396,
397, 398, 399, 400, 401, 402, 431, 435, 436, 437, 438, 440,
454, 455, 457, 458, 459, 460 and 506;
of 1908, (b) any offence under the Explosive Substances Act, 1908;
L of 1878, (c) any offence under the Indian Arms Act, 1878;

(d) any attempt or conspiracy to commit, or any abetment of,
any of the above offences.

THE SECOND SCHEDULE.

(See. SrorIoN 12.)
(1) Any offence punishable under any of the following sections of
501860 the Indian Penal Code, namely, sections 148, 302, 304, 326, 327, 329,
332, 333, 392, 394, 395, 396, 397, 398, 399, 400, 401, 402, 431, 435,
436, 437, 438, 440, 457 and 506.
(2) Any attempt or conspiracy to commit, or any abetment of, any
of the above offences.
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