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. FOREWORD

It is'a pleasure and a privilege to be asked to -write
8 Foreword for such a scholarly treatise as.that of Prof,
Das Gupta’s on Paper Currency in India. The literature
of Indian Currency is already rich and has been.of- latg
increasing in volume -as” well - as maintaining -its quah.ty.
The days are gone by when the late Prof. Marshall could
say “There are five thousand pages of able reports for the -
students of Indian Economics but no.good iext. books.”
The last fifteen years have given us quite a number of oood— .
and able works on Indian economic topics; and the’ work of
Prof. Das Gupta wilk form a notable addition to that list,
Where the subject treated is so. wide.and complex, as in
the present work, it is only natural that a few of the op‘inibns )
expressed in it cannot command my- assent; but I admire
the general soundness of the exposition.

A monograph on the Paper. Currency ‘of such a great
and important eountry ss India, was, in.fact overdue. It
is surprising, indeed, why some one out of our many well-
trained economists did not single out-the subject ere this
for special treatment. It would appear that even in our
days when so many scholars are on the look- out for’ smtable
theses, we ean ‘still find, oceasionally, .an ehglble sub]ect
seeking an sble author. Prof. Das Gupta bas seized the
opportunity afforded to-him by the want of specxal works
on the Indian Paper Currency System and has made: the
most of it. Apart from the practical importance’ of such a
subject, the record of six decades of the working of a Paper
Currency System under such specia.l cu'cumstances was, if
ably handled, sure to' throw: light. on pmblems of theory,
and our suthor has not failed to treat his sub]ect in the )
light of the evolutian of monetary, theory and practme
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He has slso shown in his handling of his thesis origina-
lity of thought and treatment, and his work is-based on
careful and painstaking research. He has spared no labour
in collecting his facts and has founded his conclusions
o g.course of wide reading which included some sources
of information of & prima. facie unpromising-and remote
character.

‘A word might also be said about the general arrange-
ment of the material. The problems in hand must have
taken a lot of careful thinking out before they could be
developed into the lucid and well-thought-out scheme of
the book-—the more so as the problems of Paper Currency
. are” mixed up almost inextricably with other monetary °
matters. Our author has adopted the most logical course
under the circumstances. The tangled mechanism of Paper
Currency has been taken into its component parts, and each
part is examined in isolation, so far as isolation is possible.
This is a more convenient method than-that which is
usually followed in books of the sort. A complicated and
difficult subject is thus made attractive to the reader. The
author has a clear and attractive style, which has greatly
facilitated the difficult work of monetary exposition.

I have read with special -interest, -attention . and
instruction the last chapter of Prof. Das Gupta's work—
the one dealing with the recommendations contained in
the Report of the Royal Commission on Indian Currency
and Finance. I only wish that many more critics of that
Report possessed the scholarly erudition and the. well-
balanced judgment of our suthor. Even where he is
inclined to differ from he recommendations of that Report,
he is fully aware of the special circumstances and difficulties
which justify those recommendations. Criticism leads
the way, but justification follows hard on its heels. Thus,
on the one hand, he notes that ‘‘the transference of the
note issue to & bank, whatéver pompous name we call it~
by, is fraught with certein rigks'’ (p. 272); but, on the
other hand, he has emphgsised how the ,transferenee of note
issue to such & Reserve Bank—by. whatever name it is
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called—would prevent non-monetary considerations from

influencing the 'administration of the. paper currency

(pp. 268-70). On the one hand he regrets the necessity of

the partial “‘scrapping’’ of the permanent provisions for our

paper currency laid down in 1920 (p. 263); on the other -
hand he clearly perceives that ‘s project of paper currency

reform to suit and supplement a Rupee standard, silver
monometallism or bimetallism. would of necessity be

different in nature, from a project fitting into a gold
standard’’ (p. 266). As a theorist he is impatient of the

restraints—such as they are—imposed on the discretion of
the management of the Reserve Bank (pp. 280-81); and
yet he is aware that the transfer of the note issue from the

Government is not without its risks, and consequently
should not be without its safe-guards. In fact, the chapter
is a very good commentary on the Hilton-Young Report.

But there are many other topies of the monetary
economics of India discussed very well indeed in the book;
and on controversial matters the author is -particularly
interesting. I would instance his handling of such problems
as the amalgamation of the Paper Currency and gold
standard reserves, and the methods and proper meaning and
measure of * elasticity.” On the importance of price-
stability as & basic principle of monetary policy the author
has justly laid great stress. .

In conclusion, T would emphasise the fact that the
publication of the book is very timely. The whole monetary
‘organisation of India is at present being discussed and
examined by the public as it never was before; and it is to
be hoped that this book which deals exhaustively with our
Paper Currency but incidentally also with many other phases
of our monetary system, will be carefully read by many of -
the public and will enlighten and guide their judgment.

PresipENCY COLLEGE, CALCUTTA.
"~ J. C. COYAJER.

3rd March, 1927,



PREFACE

. The following work attempts to give an account of the
past and the present of the Paper Currency System in India.
It was prepared substantially in its present form and
approved by the University of Calcutta as ‘a thesis for the
degree of Doctor of Philosophy. I have now revised the
work, making additions and alterations in nearly every
chapter. Chapter ten, dealing with the Future of the
Issue, has been practically rewritten. I have endeavoured
to be up-to-date, having noticed the latest landmark in the
currency history of India, namely the Report of the Hilton-
Young Commission. There is however no fixity or
finality of things during a transition period. New happen-
ings may soon make new currency history and events move
too quickly to be caught by the camera of a passing
publication. Although this uncertainty of outlook is a
handicap, it leads at the same time additional weight to

- the necessity of a clear understanding of the past and of '
the present. To this end perhaps the book™ may be
regarded as a timely contribution. '

-My purpose has been to deal exclusively with the paper
‘eurrency, isolating it, as far as it bears such isolation,
from the rest of the monetary system. This has been o
easy task and I have had constantly to resist the temptation
of embroiling myself in discussions of the monetary system
generally or of parts of that system’ comparatively foreign
to my purpose. I reahse however the essential unity of
the entire monetary structure of which. paper currency
forms an organic part.

‘ Perhaps I need say a word about the arrangement of
the work, Ihave dlwded the subject matter into two parts,
dealing respectlvely wﬁh the period of bank issue and tbe
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iesue as in the hands of the Staté. Within these two broad
divisions, it has appeared to me as the most convenient
method to break up the different aspects of the issue into
separate discussions and trace out their history and develop-
ments Beparately. The usual practice whereby all the
departments of Paper Currency organisation are studied,

rather mixed up, in & system of chronological presentation
of Paper Currency Acts, seems hardly conducive to a quick
and clear understanding of the various and many-sided
developments of our Paper Currency. I have taken the
machine into pieces and tried to examine each aspect as far
as possible separately from the others. But the Paper
Cwrrency System, in all its aspects, forms of course one
whole.

A history of Indian Paper Currency needs hardly any
apology for it. The subject is.important; and-with the
growing part that paper is destined to play in the circulat-
ing media of the country, it will continue to grow in
importance. Indeed, in the new currency order outlined by
the Hﬂton—Young Comission, paper will form the out-
standing part of the clrculatlon if not the sole circulation..
A study of Paper Currency again is full of interest, both
from the theoretical standpoint as also from the point of °
view of practical experiments in currency administration.
Nowhere else in ‘the world has the ‘State attempted to run
a Paper Currency, the only one of its kind in the country,
on such a scale and for-such -a long time. Lastly, the
subject may also be said to be necessary. Much of our
Paper Currency System is a tangle, and much of it, although
beginning considerably after Tutankhamen, seems as much
buried in the past as his remains, Sir Bas11 Blackett has
said that one of the first things that he did on becoming
the Finance Member was to ask for the existing Paper
Currency Laws and after a hard day’s labour ‘he had to
give the subject up." An historical background, if I have
not succeeded in making it still more complicated than the )

_ picture itself, may perhaps help to clear up the ‘matter.
At any rate seeing that Japan and a few other countries



xil PREFACE

possess excellent monographs about the story of their Paper ‘
Currencies, there is no reason why we should not have ours.

I am deeply indebted to Prof. Coyajee for the
Foreword which he has kindly written for the book. It is
no small -privilege to be introduced to the reading public
by .one who is regarded as one of the most distinguished
Indian economists living and whose experiences as a
member of the Royal Commission on Indian Currency
entitle him to speak with unique authority on Indian
Currency questions. I am also grateful to Prof. Cannan
for looking over a good part of the. work and making a
few corrections and suggestions. Through the courtesy of
Mr. Denning, Controller of the Currency, I have had the
advantage of consulting an officer of his Department and
verifying my ‘aceount of the technique of paper currency
administration. I take this opportunity of thanking Mr.
Denning and the officer.

LucENOW, B. B. Das Gupra.

TaE UNIVERSITY,
16th March, 1927.
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APPENDIX A
ACT No. XIX orF 1861

(Received assent of the Governor-General
on 16th July, 1861.)

AXN Acr To PROVIDE FOR A GOVERNMENT PAPER CURRENCY.

WHEREAS it is expedient to provide for the issue by
the Government of India, of Promissory notes payable - to
bearer on demand, and to regulate the mode of issuing and
securing payment of the same; and whereas due ndtice
has been given by the Governor-General of India in Coun-
cil to the Banks of Bengal, Bombay and Madras respect-
ively, as required by Acts VI of 1839, III of 1840 and IX
of 1843, that the said Banks are to be modified by the
power of the said banks to issue Promissory notes payable
on demand, ceasing from and after the day hereinafter
provided, it is enacted as follows:— ~

I. Section 31 of the said Act 6 of 1889, Section 81 of
the said Act 3 of 1840, and Section 33 of the said Act 9 of
1843, so far as the said sections authorise the banks of
Bengal, Bombay and Madras respectively to issue promis-
sory notes payable on demand, are repealed from and after
the 1st day of March, 1862.

- II. After the passing of this Act no body corporate
person or persons whatsoever,” in British India (except
Banks of Bengal, Madras and Bombay, up to the said 1st
day of March, 1862 and except as hereinafter provided)
shall draw, accept, make, or issue any bill nf exchange or
promissory note, or agreement for the payment of money
paysble to bearer on demand, or borrow, owe, or take up -
any sum of sums of money on the bills or riotes payable
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t6 bearer on demand of any such body eorporaté or any
such person or persons. Provided that cheques or drafts
payable to bearer on demand or otherwise, may be drawn
- on. bankers, shroffs or agents by the-customers or consti-
tuents of such bankers, shrofis or agents, in respect of de-
posits of money in the hands of such bankers, shroffs or
agents; and held by them at the credit. and disposal of the
persons drawing such cheques or drafts.

III. There shall be established, by the Governor-
General of India in Council, s department of the public
service to be called The Department of Issue, either in
connection with the Mints or otherwise, and from and
after the passing of this Act,.there may be issued from the
said department as hereinafter provided, Promissory notes
of the Government of India payable to bearer on demand
for such sums not bemg less than 10 rupees as the Gover-
nor-General of India in Council shall from time to time
direct.

IV. The Governor-General in Council, after the pass-
ing of this Act, shall appoint some person who may be the
Master of the Mint at Calcutta, to be called the Head
Commissioner of the Department of Issue, and two cther
persons who may be the Master of the Mint- at Madras
and the Master of the Mint at Bombay, who shall be called
respectively, the Commissioners of the Department of
Issue at Madras and Bombay, and it shall be lawful for.
the Governor-General of India in Council from time to
time, by rules to be published in the Gazettes of Calcutta,
Madras and Bombay, to make such'arrangements through
any officers of Government, or with any persons, banks or
bodies corporate, either at Calcutta, Madras and Bombay
* or elsewhere as may be required to-regulate and facilitate
the issue and payment under the provisions of this Act of
promissory notes of the Government of India of such de-
nominations as shall be presciibed under the last foregoing -
Bection, not being for less sum than 10 Rupecs.

V. 1t shall be lawful for the Governor-Gerneral. of
India, in Council from time to time by order to. be. published.
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in the Gazettes of Calcutta, Madras and Bombay to estab-
lish in British India districts to be called ‘“Circles of Issue”’
three of which circles shall include the towns of Calcutta,
Madras and Bombay respectively, and in each circle to ap-
point some one city or town to be the place of issue of
notes, as hereinafter provided. It shall be lawful for the
Governor-General of India in Council by an crder to be
published as aforesaid from time to time to alter or extend
the limits of the said circles, or any of them. Promissory
notes of the Government of India may be issued in the
several circles of issue as hereinafter provided.

VI. For each circle of issue other than those which
include the towns of Calcutta, Madras and Bombay, there
shall be appointed by the Governor-General in Council, an
officer of the Government or other person to be called the
Deputy Commissioner of Issue. In any circle cf issue there
‘may be also established an agency or agencies of issue in
connection with a bank or otherwise. '

VII. For the purposes of this Act, the Commissioners
at Madras and Bombay shall be subordinate to the Head
Coromissioner. The Deputy Commissioners and Agents in
the Presidency of Fort William in Bengal shall be subordi-
nate to the Head Commissioner; and the Deputy Commis-
sioners -and Agents in the Presidencies of Fort St. George
and Bombay shall be subordinate to the Commissioners of
Madras and Bombay respectively:

VIII. The Head Commissioner of Issue for the time .
being shall provide, on paper to be specially manufactured
for the purpose, Promissory notes of the Government of-
India payable to bearer on demand, of the denominations
which shall from time to time be prescribed under Section
3 of this Act and shall supply.or cause to be supplied to the
Commissioners at Madras and Bombay and to the several
Deputy Commissioners and' Agents, such notes as they
shall require for the purposes of this Act, and all notes
shall bear upon them the name of the city or town from
which they are severally issued, and shall be payable only
at the office or offices or agencies of issue of such city or
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town, and at the Presidency town of the Presidency within
which such city or town is situated.

IX. The Head Commissioner, the Commissioners and
the Deputy Commissioners and Agents shall, in their res-
pective ** Circles of Issue ** on the demand of any person,
issue from such offices or agencies of issue as shall be estab-
lished in the appointed city or town in their respective
circles, Promissory notes of such denominations as shall be
prescribed under Section 8, not being for any less sum
than 10 Rupees, on the terms following:—

First, in exchange for the amount thereof, in current
silver coins of the Government of India.

Or secondly, in exchange for the amount thereof in
standard silver . bullion or foreign silver cein computed
according to such standard at the rate of 979 Rupees per
1,000 tolahs of standard silver fit for coinage.

Provided that the said Head Commissioner, Commis- -
sioners, Deputy Commissioners and Agents, sghall, in all
cases, be entitled fo require such silver bullion and foreign
coin fo be melted and assayed at the expense of the person
tendering the same; and provided also that m all places
where there is no Mint of the Government of India,' it shall
be optional for any such Head Commissioner, Commis-
sioners, Deputy Commissioners and Agents to issue notes
in exchange for silver or foreign coin under this section.

Or thirdly, in exchange for other notes of the Gov-
ernment of India, payable to bearer on demand, of other

amounts issued within the same circle. Provided also -

“that it shall be lawful for the Governor-General in Couneil
from time to time to direct, by order to be published in
the Gazettes of Calcutta, Madras and Bombay, that notes
to an extent to be specified in the order, mnot exceeding
one-fourth of the total amount of issues represented by
coin and bullion as herein provided shall be issued at such
offices or Agencies of issue, as may be named in the order,
in exchange for gold coin of full weight of the Government
of India or for foreign gold coin or gold bullion computed at
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such rates, and according to such rules and conditions as.
shall be fixed by such order and which rates, rules, and
conditions shall not be altered without six months’ previous
notice. Whenever such order shall be issued, the Head.
Commissioner, Commissioners, Deputy Commissioners and
Agents at the offices or agencies specified in the order shall
be bound to issue notes on demand in conformity with such.
order.

X. ' The whole amount of the bullion and coin so re-
ceived for notes shall be retained and secured as a reserve
to pay such notes, with the exception of such an amount
not exceeding four crores of rupees as the Governor-General
in Council, with the consent of the Secfetary_of State for
India, shall from time to time fix. The amount so fixed
shall be published in the Gasettes of Caleutta, Madras and
Bombay and shall be invested in Government securities,
and the said coin, bullion and securities shall be appro-
priated and set apart to provide for the satisfaction and
discharge of the said notes; and the said notes shall be
deemed to have been issued on the security of the coin,
bullion and securities so appropriated and set apart, as well
as on the general credit of the Government. Provided that
any gold coin or bullion which may be received under this
Act, may be sold or exchanged for silver coin or bullion to’
be appropriated and set apart, instead of the gold coin of-
bullion.

XI. The Government Securities purchased under this
Act in the Presidency of Fort William in Bengal shall
" stand in the name of the Head Commissioner and the
Master of the Mint at Calcutta, the Government securities
purchased under this Act in the Presidency of Fort St.
" George shall stand in the name of the Commissioner at
Madras and the Master of the Mint at Madras, and the
Government Securities purchased under  this Act in the
Presidency of Bombay shsll ‘stand in the name. of the
Commissioner at Bombay and the Master of the Mint -at
Bombay. Provided that if the Head Commissioner or
Commissioner in any case be the Master of the Mint, the,
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Governor-General in Council shall appoint, another trustee
or trustees in addition to the Master of the Mint.

XII. The Head .Commissioner from time to time. shall-.
frame rules to be approved by the Governor-General of
India in Council, for keeping the accounts of the said De-..
partment of Issue, and for the auditing of such accounts
and for. otherwise regulating the business of the depart-
ment; provided that such rules shall be in no wise incon-
sistent with the provisions of this act.

XIII. An abstract of the accounts of the department
showing the whole amount of notes. in circulation, the
amount of coin and bullion reserved, distinguishing gold
from silver and the amount of the Government Securities;
held by the said department shall be made up monthly in.
Calcutts, Madras and Bombay.

XIV. It shall be lawful for the Head Commissioner
in respect of the Presidency of Fort William in Bengal and-
for the Commissioners at Madras and Bombay in respect
of the Presidencies of Madras and Bombay respectively, -at
any time when they shall be ordered so to do by the Gov-
ernor-General of India in Council, to sell and dispose of
any portion of the above mentioned limited amount of
Government Securities standing in their names respectively
and in the names of the Masters of the Mint or trustees as
aforesaid; and for the purpose of effecting such sales, the
said Masters of the Mint or trustees respectively shall, on
a request in writing from the said Head Commissioner or
Commissioners in their respective presidencies at all times
sign and endorse such Government Securities as shall stand
in their names respectively, and it shall be lawful for the
said Head Commissioner or Commissioners if directed by
the Governor-General of India in Council to purchase Gov-
ernment securities to replace their sales.

XV. The interest aceruing due on the Government
Securities purchased and held under this Act shall be en- -
tered in a separate account to be annually rendered by the
Head Commissioner to the Governor-General of India in
Council; and the amount of such interest shall from time

38
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to time as'it becomes due be paid by the Accouitants.
General in the several Presidencies of India info the Reve-
‘nined of the Government of India, under the head of ** Pro-
fits 6f Note Circulation,”” and an account showing the
amadunt of profits of the note circulation and of the charges
and expenses incidental thereto, shall be made up.and pub-
lished annually in the Gazettes of Calcutta, Madras and
Bombay. :

XVI. Within any of the circles of the issue as hetein-
after provided, a tender of a note or notes issued under this
Act from any office or agency of issue of such circle of
issue, shall be a legal tender to the amount ex-
pressed in such note or notes and shall be taken to be
valid as a tender to such amount in payment of any reve-
nue or other claim to the amoéunt of Rs. 10 and upwards
due to the Government of India and in paymént of any
sum of 10 rupees atid upwards due by the Government of
India  or sny body corporate or by any person or persons
in British India on all oceasions whatsoever on which any
tender of money can be legally made. Provided that no
such note or notes shall be deemed to be a legal tender of
payment by the Government of India at any office of issue
or at the issue department of any agency of issue.

XVII. The name of the Head Commissioner, of
either of the Commissioners, of any Deputy Commissioner,
o of any other person authorised by the said Head Com-
missioner or by either of the said Commissioners, to sign
notes issued under this Act may be impressed or affixed by
machinery provided for that purpose by the Government
of India and such printed names shall be taken to be good
and valid signatures to all intents and purposes, as if such
notes had been subscribed in the proper handwriting of any
one of the persons aforesaid, whose signatures the said
printing purports fo represent. ‘

XVIII. All notes issued under this Act shall - be
“deemed and taken to be promissory notes of the Govern.
~ment of India and may and shall be described as Promis-
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sory notes of the Government of India in all indictments
and ‘in criminal and civil proceedings, any law or usage to
sthe contrary notwithstanding.

XIX. If any body corporate or person after the pass-
ing of ‘this Act shall, contrary to the provisions of
this Act, draw, accept, make or issue any Bill of Ex-
change Promissory note or engagement for the payment of
‘money payable to bearer on demand, or borrow, owe, or
take up any sum or sums of money on the bills or notes or
engagements for the payment of money payable to bearer -
on demand of any such body corporate or person, such.body
corporate or person shall be liable to a penalty to the
amount of every such Bill of Exchange, Promissory- note -
or engagement for the payment of money, to be recovered -
on the prosecution of the Head "‘Commissioner, Commis-
sioners or Deputy Commissioners as the case may be of the
circle of issue in which such Bill of Exchange, Promissory
note or engagement for the payment of money is issued,
before any. Police Magistrate or Magistrate within . such
circles of issue and in case of conviction and default > pay-
ment of such penalties, the Police Magistrate or Magistrate
who shall try the case shall issue his warrant to levy the -
amount thereof togethey with the reasonable costs of the
prosecution, ‘by distress and sale of the goods and chattels
of the body corporate or person so convicted.

XX. The words * British India’’ in this Act shall
denote the territories that are or may be vested in Her
Majesty by the Statute 21 and 22 Vie. C 106 entitled ““ An
Act for the Better Government of India,”” except the
Settlement of Prince of Wales’ Island, Singapore and
Malacea.



APPENDIX B

ACT No. XX oF 1923

As Amended by the two Indian Paper Currency
(Amendment) Acts of 1923 and 1925.

An Act to consolidate the law relating to the Government'
Paper Currency.

WHEREAS it is expedient to consolidate the law re-
lating to the Government Paper Currency; it is hereby
. enacted as follows :=— '

PRELIMINARY.

1. (1) This Act may be called the Indian Paper Cur- :
rency Act, 1923.

2 It extends to the whole of British India, mcluswe'
of British Baluchlstan and the Santhal Par- -
ganas. -

2. In this Act, ‘‘ universal currency noté ** means—

‘(@) a note of the denominational value of one rupes, 7
two and a half rupees, five rupees, -ten rupees,
fifty rupees, or one hundred rupees, or

(b) a note of any other denominational value which -
the Governor-General in Council may, by netifi-
cation-in the Gazette of India, specily in thls.
behalf. )

Tue CURRENCY DEPARTMENT.

3. There shall continue to be a Department of the
public service, to be called the Currency Department,
whose function shall be the issue of promissory notes of the
‘Government of India, to be called Currency notes, payable’
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to bearer on derhand, ‘and of such denominational values as
the Governor-General in-Council may direct.

4... At the head of the Department there shall be an
officer to be called the Controller of the Currency (herein-
after. referred to as the Controller). s

5. The Governor-General in Council may by notifica-
‘tion in the Gazetie of India—

(a) establish districts to be called circles of issue,
seven of which circles shall include the towns of
Calcutta, Madras, Bombay, Rangoon, Ls.hore, '
Cawnpore and Karachi, respectxvely, -

(b) appoint 'in each circle some one town to be the

place of issue of currency notes, as hereinafter
provided ;

(c) establish i in each such town an office or offices of
issue; and

(d) establish in any town situate in any circlé. an
office, to be called a currency agency.

6. TFor each circle of issue there shall be- an officor in
charge to be called the Deputy Controller of the Currency,
.and for each Currency Agency an ofﬁcer to be called the
Currency. Agent.

7. For the purposes of this Act—

(a) Deputy Controllers of the Currency shall be sub-
ordinate to thé Controller and (b) the Currency
Agent at any,town shall be subordinate to the
Deputy Controller of the Currency for the circle
‘of issue in which that town is situate.

8. All officers under this Act shall be appomted by
the Governor-General in Council.

Svpery AND "IsStm OF CUnmmoii No'ms.

9 (1) The Controller ‘shall’ pr0v1de currency nobes of
the’ denommatlonal values prescribed under this "Act, and
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shall supply the Deputy Controllers with such notes as
they need for the purposes of this Act. .

(2) The Deputy Controllers shall supply the - Cur-

" rency Agents subordinate to them, respectively,

with such notes as those Agents need for the
purposes of this Act.

(8) Every such note, other than a universal currency
note, shall bear upon it the name of the town
" from which it is issued.

10. The name of the Controller or one of the Deputy
Controllers, or of some other person authoriged by the
Controller or by one of the Deputy Controllers, to sign cur-
rency notes, shall be subscribed to every such note, and
may be impressed thereon by machinery, and, when so im-
pressed, shall be deemed to be a valid signature.

11. The officers in charge of circles of issue shall, in
their respective circles, on the demand of any person,
issue, from the office or offices of issue established in their
respective circles, .currency notes of the denominational
values prescribed under ‘this Act, in exchange for the
amount thereof

(e¢) in rupees or silver half-rupees or in gold coin
which is legal tender under the Indian Coinage
Act, 1906, ar

(b) in rupees made and declared to be a .legal tender
under the provxsxons of the Native Coinage Act,
1876.

12. Any Currency Agent to v.vhom-currency notes have
been supplied under Section 9 may, if he thinks fit, on the
demand of any person, issue from his agency any such
notes in exchange for the amount thereof in any coin speci-
fied in Section 11.

13. The officers in charge of circles of 1ssue shall, on
the requisition of the Controller, issue to any Government
.Treasury ocurrency notes in exchange for gold coin which is
not legal tender under the Indian Coinage Act, 1906, or
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for gold bullion at the rate of one rupee for 11-30016 grains
troy of fine gold.

CuRRENCY NOTES WHERE LEGAL TENDER AND WHERE PAYAPLE.

14. A universal currency note shall be a legal tender
at any place in British India, and any other currency note
shall be a legal tender at any place within the circle from
which the note was issued, -

for the amount expressed in the note in payment or on
account of—

(a) any revenue or other claim, to the amount of one
rupee and upwards, due o the Government of .
India, and

(b) any sum of one rupee or -upwards, due by the
Government of India or by any body corporate
or other person in British India ;

Provided that no currency note shall be deemed to be
a legal tender by the Government of India at any office of
issue. ’

15. A currency note shall be payable at the following-
offices of issue, namely —_

(a) a universal currency note at any office of issue;

(b) a currency note other than a universal currency
note at any office of issue in the town from
which it was issued;

Provided that any such note issued before the 18th
day of February, 1910, shall also be payable,
(i) in the ease of a note issued from the office ‘at
Cawnpore or Lahore, at any office of issue in
Calcutta, and
(i) in the case of a note issued from the office at
Karachi, at any office of issue in Bombay.
16. For the purposes of Sections 14 and 15, currency -
notes issued from any currency agency shall bé deemed to
have been issued from the town appointed under Section 5
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tQ;b,e;ighe place of issue in the ecircle of issue in which that’
agency is established.

17. Where an-ofiice- of issue is closed, the Govemor-
General in Council shall; by notifieation in' the Gazetté of
India, direct; that, with effect from the date. of the closing
of such oiﬁee all currency ‘notes issued’ theref_rom ‘shall; for
the purpéses of Sections 14 and 15, be deemed 6 have been'’
issued from such other office as may be specmed ‘in such"_
notification.

RESERVE.

8. ' (1) The provisions contained in this section shall
not come into operation until such day (hereinafter re--
ferred to as the appointed day) as the Governor-General in
Council may direct in this behalf. '

(2) A Reserve shall be maintained for the satisfac-
tion and discharge of the currency notes in cir-
culation and all such notes shall be deemed to
have been issued on the credit of the revenues
of India as well as on that of the Reserve

(3) The Reserve shall consist of two parts, name-
ly:i—

(o) the metallic Reserve, and
(b) the securities reserve.

(4) the metallic reserve shall consist of the total
amount represented by the sovereigns, half-
sovereigns, rupees, silver hali-rupees, and gold
and silver bullion for the fime being held on~
that account by the Secretary of State for India
in Council and by the Govemor-General in.
Counecil ;

Provided that no amount of gold coin' and bullion
held by the Secretary of State in the United
Kingdom in excess of fifty millions of rupees in
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value reckoned at the rate hereinafter provided
for shall be included in the metallic reserve.

(5) the securities Reserve shall consist of the secu-
rities which are for the time being held on that
account by the Secretary of State for India in
Council and on behalf of the Governor-General
in Couneil :

Provided that—
(a) no securities held by the Secretary of -State for

India in Council, other than securities of the . -

United Kingdom, .the date of maturity of which
is not more than one year from the date of their
purchase, shall be included in the securities re-
serve; and, ’

(b) the securities held on behalf of the Governor-
General in Council shall be securities of the
Government of India and shall not exceed in
amount two hundred millions of rupees of which -
an amount of not more than one-hundred and
twenty millions of rupees may be securities
created by the Government of India and issued
to the Controller (such securities being “herein- -
after referred to as created securities).

(6) For the purposes of this Section +he expression
** Currency notes in circulation '~ means the
whole amount of currency notes at any time in
circulation;

Provided that currency notes whlch have ot Leen
presented for payment, in the case of notes of
the denominational value of ﬁfty or one hundred
rupees, within forty years and in the case of
notes of any denominational value exceeding
one hundred rupees, within one hundred years,

" from the 1st day of April following the date of
that issue, shall be deemed to be not in circula-
tion;

Provided further, that all such notes shall be deemed
to have been issued on thg credit of the revenues
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of India and shall, if presented for payment, be

‘paid from such revenues.
7) Save as hereinafter provided in Section 20, the
‘ P

amount of curreney notes in circulation at any
time shall not exceed the amount of the metallic
reserve together with the amount of the secu-
rities reserve:

Provided that it shall not be lawful for the Gover-

nor-General in Council to direct the issue of
currency notes, if or to the extent that such
issue would have the effect of raising the
amount of notes in circulation to an amount in
excess of twice the amount for the time being
of the metallic reserve.

(8) For the purpose of determining—

(a) the amount of the metallic reserve, gold bullion

shall be reckoned at the rate of one rupee for
11-80016 grains troy of fine gold, and silver
bullion at the price in rupees at which 1t was
purchased,

Or, in the case of bullion obtained by melting down.

silver coin issued under the authority of the
Governor-General 'in' Council, at the rate of one
rupee for 165 grains troy of fine silver;*

(b) the amount of the securities reserve, purchased

securities shall be reckoned at the price at which
they were purchased and created securities at

- the market price of similar securities on the date

of their issue.

(9) The securities of the Government of India in the

Reserve shall be held by the Controller and the

-Master of the Mint at Calcutta or of such other,

* This paragruph was added to the Act by the Indian Paper Cur-
‘rency (Amendment) Act of 1923.
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Mint .as the Governor-General in Uduneil may
direct in this behalf, in trust for the Secretary
of State for India in Council.

19. (1) As soon as conveniently may be after the rela-
tion of the amount of the Currency notes-in circulation to
the amount of the Reserve has been brought into confor-
mity with sub-sections (2) to (8) of Section 18 and the.
metallic reserve is not less than half the amount of
currency notes in circulation, the Governor-General in
Council shall fix the appointed day.

(2) The provisions cc;n{;ained in this Section shall be
. in force until the appointed day, but shall as -
from that day be deemed to be repealed.

(8) Save as hereinafter provided in Section 20, the
whole amount of currency notes at sny time in
circulation shall not exceed the total amount
represented by the sovereigns, half-sovereigns, -
rupees, silver half-rupees, and gold'bullion and.
the sum expended in the purchase of the silver
bullion and securities, which are for the time
being held by the Secretary of State for India in
Council and by the Governor-General in Council
as & reserve to provi&e for the satisfaction and
discharge of the said notes, and the said notes
shall be deemed to have been issued on the
credit of the revenues of India as well as on the
security of the said coin, bullion and securities;

Provided that for the purposes of this sub-section,
currency notes which have not been presented’
for payment, in the case of notes of the denomi-
national value of fifty or one hundred rupees
within forty years, and in the case of notes of
any denominational value exceeding one hundred.
rupees, within one hundred yesrs from the first
day of April following the date of their issue,
shall be deemed not to be in circulation;
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= Provided further that all notes which are declared
- under the first proviso to this sub-section not to
- be in circulation shall be deemed to have been
_issued on the credit of the revenues of India and
shall, if subsequently presented for payment, be

paid from such revenues.

Explanation.—For the purposes of this sub-section,
the sum expended in the purchase of silver
bullion obtained by melting down silver coin
issued under the authority of the Governor-
General in Council shall be deemed to be the
value of the bullion calculated at the rate of one
rupee for 165 gains troy of fine silver.”

(4) The securities mentioned in sub-section (8) shall
be securities of the United Kingdom of Great
Britain and Ireland or of the Government of
India, or securities issued by the Secretary of .
State for India in Council under the authority
of Act of Parliament and charged on the reve-
nues of India, and the value of them at the
price at which they are purchased shall not ex-
ceed one thousand millions of rupees.t

(5) If the Secretary of State for India in Council
consents to hold in gold coin or bullion oc in
silver bullion or in securities of the kinds men-
tioned in sub-section (4), the equivatent in value
to notes issued in Indiu as a reserve to secure
the payment of such notes, the Governor-Gen-
eral in Council may from time to time direct
that currency notes shall be issued to an amount

® This,explanation was inserted later by the Indian Paper Cur-
rency (Amendment) Act, 1923,

4 Originally 850 millions. The Indian Paper Currency (Amend-
ment) Act of 1935 substituted 100 for 85 crores, ’



APPENDIX - 309

equal to the value of the coin bullion, and secu-
rities 8o held by the Secretary of State for India
in Council:

(6) Notwithstanding anything to the contrary in this
Act, any securities created by the Government
of India and issued to the Controller shall, for
the purposes of this Act, be deemed to be secu-
rities purchased by the Governcr-General in
Council and the market price, on the day such.
securities were so issued, of similar securities
shall be deemed to be the price at which the
securities so created were purchased, and ali re-
ferences to securities so purchased, wherever ’
occurring in this Act shall be deemed also to re-

. fer to securities so created, and all references to
sums expended in such purchases or to prices
paid therefor shall be deemed, in the case of
securities so created, to refer to such prices, and
this Act shall be construed accordingly.

(7) As long as the value of securities created by the
Government of India and issued to the Con-
troller and deemed in accordance with the pro-
visions of the foregoing sub-section to be secu-
rities purchased by the Governor-General in
Council exceeds one hundred and twenty mil-
lions of rupees, all interest derived from the
securities in the reserve shall, with effect from
1st day of April, 1923, be applied in reduction
of such excess holding of securities and the
Auditor-General shall in every year grant a cer-
tificate of the amount of such interest and shall
also certify whether or not it has been so ap-
plied. For the purposes of this sub-section secu-
rities 80 created and issued shall be deemed to
carry interest at the same rate as cther similar
securities.

(8) The securities purchased by the Governor-Gen-
eral in Council shall be securities of the
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Government of India and shall be held by the
Controller and the Master of the Mint at
Caleutta or of such other Minf as the Governor-

. General in Council may direct in this behalf,
in trust for the Secretary of State for India in
Council. :

20. Notwithstanding anything fo the contrary in Seec-
tion 18 or Section 19, the Governor-General in Council may
authorise the Conmtroller to issue Currency notes to an
amount in all not exceeding fifty millions of rupees* against
bills of exchange which will mature within ninety days from
the date of such issue and satisfy such other conditions as
the Governor-General in Council may, by general or special
order, prescribe. Currency notes so issued shall be in addi-
tion to those against which the reserve is held and shall be
deemed to have been issued on the credit of such bills and'
of the revenues of India and shall when presented, be paid
from such revenues.

21. Subject to the provisions of Sections 18 and 19,
the Governor-General in Council may, at any time, if he
think it expedient, convert any of the coin or bullion for the _
time being held by him as a part of the reserve into coin of
any of the kinds mentioned in Section 11 or into gold or
silver.

22. Notwithstanding anything to the contrary in this
Act, any coin or bullion which is held by or oa behalf of
the Secretary of State for India in Council in the United
Kingdom or undér the control of the Government of any
part of His Majesty’s Dominions for the purpose of coin-
age for, or transmission to, the Governor-General in Coun-
cil and any coin or bullion which is in course of transmis-
sion from the Secretary of State for India in Council or the
Government of any part of His Majesty’s Dominions to
the Governor-General in Council and any coin or bullion
which is in course of transmission from the Governor-

* The Indian Paper Currency (Amendment) Act, 1923 substituted
120 miillions for 50 millions.
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General in Council to the Secretary of State for India-in
Council or the Government of any part of His Majesty’s
Dominions shall be -deemed, during the period such coin
or bullion is so held or is so' in course of transmission, to
be part of the reserve referred to in Sections 18 and 19.

23. (1) The Controller may at any time, when ordered
so to do by the Governor-General in Council, sell and dis-
pose of any of the securities held under Sub-section (9) of
Section 18 or Sub-section (8) of Section 19.

(2) For the purpose of effecting such sales, the
Master of the Mint at Calcutta or of such
other Mint as aforesaid shall, on a request in
writing from the Controller at all times, sign
and endorse the securities, and the Confroller,
if so directed by the Governor-Genersl in
Council, may purchase securities of the Gov-
ernment of India to replace such sales.

24. An account showing the amount of the inferest
accruing on the securities held as part of the reserve under
this' Act and the expenses and charges incidental thereto,
shall be rendered annually by the Controller to the Gover-
nor-General in Council, and published annually in the
Gazetle of India.

PrivaTeE Binrs PavaBLE To BEARER oN DEMAND.

25. No person in British India shall draw, accept,
make or issue any bill of exchange, bundi, Promissory note
or engagement for the payment of money payable to bearer
on demand or borrow, owe or take up any sum or sums of
money on the bills, hundis or notes paysble to bearer on
demand of any,such. person:

Provided that cheques or drafts, payable to bearer on .
demand or otherwise, may be drawn on bankers, shroffs
or agents by their customers or constituents, in respect of
deposits of money in the hands of those bankers, shroffs
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or agents and held by them at the credit and disposal of
the persons drawing such cheques or drafts.

26. (1) Any person contravening the provisions of Sec-
tion 25 shall, on conviction by a Presidency Magistrate or
a Magistrate of the first class, be punishable with a fine
equal to the amount of the bill, hundi note or engagement
in respect whereof the offence is committed.

)

Every prosecution under this Section shall be
instituted by the officer in charge of the circle
of issue in which the bill, hundi note or engage-
ment is drawn, sccepted, made or issued.

SUPPLEMENTARY PROVISIONS.

27. An abstract of the accounts of the Currency De-

partment
(9)

showing—

the whole amount of currency notes in ecircula-
- tion;

(b) the amount of coin and bullion reserved, distin-

()

guishing gold from silver, and showing separate-
ly the amount of coin or bullion held on behalf
of the Secretary of State for India in Counecil
or in transit from or to India, or in the custody
of the Mint Master during coinage;

the nominal! value of, and the price paid for,
the securities held as part of the recerve, show-
ing separately those held by the Secretary of
State for India in Council and those held in
India under sub-section (9) of Section 18 or sub-
section (8) of Section 19; and

(d) the amount of currency notes issued against. -

Bills of Exchange under the provisions of Sec-.
tion 20: shall be made up four times in each
month by the Confroller and published as soon
as may be in the Gasette of India.
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28. Notwithstanding anything- contsined in any en-
actment or rule of law to the contrary, no person shall as
of right be entitled to recover from the Governmeni of
India the value of any lost mutilated or imperfect curren-
cy note; :

Provided that the Governor-General in Council may,
by rule, preseribe the circumstances, conditions and limi-
tations under which the.value of such notes may-be ‘re-
funded as of grace. '

29. (1) The' Governor-General in Council may ‘make
rules to carry out the purposes and objects of this Act.

(2) In p_arti(‘:ular, and without prejudice to the
generality of the foregoing power such rules
may—

(a) fix the denominational values for which cur-
rency notes shall be issued;

{(b) provide for the alteration of the ‘limits of
any of the circles of issue; _

(c) declare the places at which currency notes
shall be issued; and . . )

(d) prescribe the circumstances in, and the
conditions and limitations subject to, which
_the value of lost, mutilated or imperfect
currency notes may be refunded at the
office of issue.

(8) Every such rule shall be published in the-
Gazette of India and on such publication shall
have effect as if enacted in this Act.

80. The enactments mentioned in the Schedule are
hereby repealed to the extent specified in the last column
thereof : : :

Provided that all Secﬁrities- purchased and notes

securities and notes which under Section 30 of that ‘Act,

40



‘814 PAPER CURRENCY IN INDIA

ate to be deemed to have been purchased or issued there-
urider shall, if undisposed of or in circulation st the com-
merncement of this Act, be deemed to have been respect-
ively purchased and issued under this Act:

Provided further that all currency mnotes, which,
under the said Section 30, are to be deémed to have been
issued from the office of issue in the town of Cawnpore,
shall still be deemed to have been issued from that office.

THE SCHEDULE.
Enactments Repealed.

(See Section 30.)

Short Title.

Year. No. Extent of Repeal.
1910 2 Indian Paper Currency So much as has not been
’ Act, 1910. ' repealed.
1911 7 The Indian Paper Cur- The whole.
rency (Amendment)
Act, 1911,
1914 10 The Repealingand Amend- 80 moch of the second
ing Act, 1914. schedule as relates to the
Indian Paper Currency
_ Act, 1910.
1917 19 The Indisn Paper Cur. So much as has n;)t been
rency (Amendment) repealed.
Act, 1917. s
1920 45 The Indian Paper Cur- The whole.
. yency (Amendment) :
‘Act, 1920. ’
1922 13 The Indian Finance Act, Section 6.

Note—In terms of the Currency Act, 1927 (Act I of 1927) the rate of
valuation of gold has been sltered to one rupee for 8-47513
(instead of 11°30016) grains of gold.
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ProposED NEW PapER CURRENCY LEGISLATION
Extracts from Bill No. 2 of 1927

A .Bill to establish a gold standard curremcy for British -
India and constitute a Reserve Bank of India. ’

WHEREAS it is expedient to provide for the estab-
lishment of a gold standard currency for British India, to - -
constitute a Reserve Bank of India $o control the working
of that standard and regulate the issue of bank notes and
the keeping of reserves with a view to securing stability in
the monetary system of British India, and generally to
make provisions for matters incidental thereto; it is' horeby
enacted as follows:— :

CHAPTER 1.
'PRELIMINARY,
$ 1 and 2.~These two sections deal ~with the title extent,

commencement and duration and the defini- .
tions of terms.

CHAPTER II.

Inconponuxon SHARE CarrraL, MANAGEMENT
. AND BuUsINESS.

§ B.—This provides Tor the establishment -und :incorpora-
tion of the Reserve Bank of India.

¥ 4 and ‘5.—These lay down the provisions regarding the
share capital of the Bank.

§ 6.—This deals with the HHead Office, anches and
Agencles ‘
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§ 7 to 12.—These contain provisions regarding the manage-
ment of the Bank. Qualifications for directorship,
composition of the Board of Management and
meetings of the Board are dealt with.

§ 13.—Outlines certain temporary provisions for the forma-
tion of the first Board.

§ 14.—Deals with the business of the Bank. Among others
it may carry on the business of

* * *

(2) (a) the purchase, sale and re-discount af bills
of exchange and promissory notes, payable
in India and arising out of bonafide com-
mercial or trade transactions, bearing two
or more good signatures, one of which shall
be that of a bank, and maturing within
ninety days from the date of such purchase

or re-discount;

(b) the purchase, sale and re-discount of Lills of
exchange and promissory notes, bearing two
or more good signatures, one of which shall
be that of a bank, drawn or 1ssued for the
purpose of finaneing seasonal agricultural
operations or the marketing of crops, and
maturing within six months from the date
of such purchase or re-discount;

* - *

(16) the making and issue of bank notes subject to
the provisions of this Act.

§ 15.—After such date as the Governor-General in Council
may fix in this behalf, the Bank may, notwith-
standing any limitations contained in sub-clauses
(a) and (b) of clause (2) of Section 14, purchase,
sell or discount any bills of exchange or promissory
notes arising out of bonafide commercial or trade
transactions, bearing two or more good signatures
asnd maturing within ninety days from the date of
such purchase or-discount.
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§ 16.—Describes the business which the Bank ‘may not
transact.

CHAPTER IIL.
CeNnTRAL BANEING FUNCTIONS.

Relations of the Bank with the BSecrstary of Stata in
Council and the Governor-General in Council.

§ 17 and 18.—Bank to transact Governmeént business.
Note- Issue.

§ 19.—(1) The Bank shall have the sole right to issue bank.
notes in British India, and may, for a period of
one year from the date on which thie Chapter
comes into force, issue currency notes of the Gov-
ernment of India supplied to it by the Governor-
General in Council, and the provisions of this Act
applicable to bank notes shall, unless a contrary
intention appears, apply to all currency notes of
the Government of India issued either by the
Governor-General in Councll or by the Bank in like
manner as if such currency notes were bank notes,
and references in this Act to bank notes shall- be
construed accordingly.

(2) On and from the aforesaid date the. Governor-
General in Council shall not issue any cur- .
rency notes or any other kind of paper
money.

§ 20.—(1) The issue of bank notes shall be conducted by
the Bank in an Issue department which shall be
separated and kept wholly distinet from the Bank-
ing department, and the assets of the Issue depart-
ment shall not be subject to any liability other
than the liabilities of the Issue department as here-
inafter defined in Section 29.
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{2) The Issue departznent shall not issue bank
notes to the Banking department or to any
other person except in exchange for other
bank notes or for such coin, buliion or secu-
rities as are permitted by this Act to form
part of the reserve.

§ 21.—Bank notes shall be of the denominational values of
5, 10, 50, 100, 500, 1,000 and 10,000 rupees, and
of such other denominational values, if sny, as
may be directed by the Governor-General in Coun-
cil.

§ 22.—The design, form and material of bank notes shall
be such as may be approved by the Governor-
General in Council.

8.==(1) Subject to the provisions of sub-section (2),
every bank note shall be legal tender at any place
in British India in payment or on account for the
‘amount expressed therein, and shall be guaranteed
by the Governor-General in Counecil. :
{2) The Governor-General in Council may, by no-

tification in the Gazette of India, declare
that, with effect from such dats as may be
specified in the notification, any series of
‘bank notes of any denomination shall cease

to be legal tender save at an office or agency
of the Bank.

% 94.~<The Bank shall not re-issue bank notes which are
torn, defaced or ‘excessively woiled, and any
bank note Ye-issued from any office of the Bank
shall be sterilized and disinfected before re-issue.

§ 25~=Notwithstending anythmg vontained in any enagt-
‘nent or rule of law to the contrary, no.person
shall 'of right be ‘entitled to recover from the Bank
the walue of any lost, stolen, mutilated or imper-
feot bank note:

Provided that the .Bank :may, with the previous sano-
tion of the Governor-General in Council, prescribe
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“the circumstances in and the conditions and limi-
tations subject to which the value of such bank
notes may be refunded as of grace. .

Prohibition of Issue of Private Bills or Notes payable to
) Bearer on Demand.

§ 26.—No person in British India other than the Bank or,
as expressly authorized by this Act, the Governor-
General in Council shall draw, accept, make or
issue any bill of exchange, hundi, promissory note -
or engagement for the payment of money. payable
to bearer on demand, or borrow, own er take up
any sum or sums of money on the bills, hundis-or
notes payable to bearer on demand of any such
person : -

Provided that cheques or drafts payable to bearer on’
demand or otherwise may be drawn on bankers,
shroffs or agents by their customers or consti-
tuents in respect of deposits of money in the
hands of those bankers, shroffs or agents and held
by them at the cradit and disposal of the persons
drawing such cheques or drafts.

§ 27.—(1) Any person contravening the provisions of Sec-
tion 26 shall, on conviction by a Presidency Magis-
frate or a Magistrate of the first class, be punish-
able with a fine equal to the amount of the bill,
hundi, note or engagement in respect whereof the
offence is committed.

(2) No prosecution under thig section shall be in-

stituted except on complaint made by the
-Bank.

Assets of the Issue Department.

‘§ 28.—(1) The Reserve shall consist of gold coin, gold’
bullion, gold securities, rupee eoin and rupee
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securities to such aggregate amount as is not less

"than the total of the liabilities of the Issue

department as hereinafter defined.

(2) Of the total amount of the Reserve not less
‘than two-fifths shall consist of ‘gold eoin,
gold bullion or gold securities:

Provided that the smount of gold coin and gold

bullion shall not at any time be less than three
hundred million rupees in value and shall not be
less than one-fifth of the total amount of the Re-
serve after the end of the fifth year, or than one
quarter of the total amount of the Reserve after
the.end of the tenth year, from the date on which
this Chapter comes into force.

(3) The remainder of the Reserve shall be held in
rupee coin, Government of India rupee secu-
rities of any maturity and such bills of ex-
change and promissory motes drawn and
payable in British India as ‘are eligible for
purchase by the Bank under sub-clause (a)
or sub-clause (b) of clause (2) f Section 14
or under Section 15:

Provided that the amount held in rupee coin shall not
~ exceed—

(a) during the three years after the date on
which this Chapter comes into force,
seven hundred million rupees.

(b) during the next three years, five hundred
million rupees, }

(c) during the next four years, three hundred’
and fifty million rupees, and.

(d) two hundred and fifty million rupees
thereafter,

or one-tenth of the total amount of the. Reserve

. whichever amount is greater:
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Provufed further, ‘that the amount held in Government

of India rupee securities shall not ab’ any time ex-

_ !:ceed one-fourth of the total amount of the Reserve
“or five hundred: mxlhon rupees, thchever amount

s less.
N For the purposes of this sectlon, gold éoin and

gold bullion shall' be valued at 847513
- “grains of fine gold per rupee, rupee coin-
shall be valued at its face value and gold
and rupee securitiés shall be valued at- the-
market rate for the time bemg obta.mmg

(5) Of the .gold coin and gold bullion held in the

.Reserve not less than one- half shall be held
in British Ind.la, and all gold coin and gold
bullion forming part of the Reserve shall be
held in the custody of the Bank or its
agencies:

Provxded that gold belongmg to the Bank which is in

41

-sny other bank or in mint or in transif may
be reckoned as part of the Reserve.

. (6) For the purposes of this section, the gold
_ securities which may be held as part of the
Reserve shall be securities of sny of the
following kinds payable in the currency of

- any gold standard country, namely:—

(a) balances at the credit of the Issue depart-
ment with a bank which is the prin-
cipal currency authority under the law
for the .time being 'in force of ‘such
country; :

“(b) bills of exchange bearing two or, more
good signatures- and drawn on and pay-
‘able at a place in any such ‘country-and

" baving' a maturity. not exceeding nmety
days;

(c) securities of. the Government of any such
country maturing within'five years; - ’
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Provjded that; for a, period of two years from the.date
on, which, this. Chapter. comes. info force, any of
such securjties may be securities maturing after
five years, and,the Bank may, at. any. time before
the expiry of that period dispose of such securities
notwithstanding. anything contained n. Section 14.

Liabilities of the. Issug Depariment.

§.29.—(1) The liabilities of the Issue deparfment shall be
an, amount equal to the total of the amount of the
currency. noteg of the Government of India and
bank notes for the time being in . circulation and
of an 1mtla], amount of five hundred million
rupees for the purpose of provxdmg for rupee re-
demptxon, which . lagt-mentioned amount shall be
reduced by one rupee for every five rupees deli-
vered to the Governor-General in Council under

. the provisions of Section 81, and shall be increased
by one rupee for every five rupees received from
him under Section 82.

(2) For the purposes of this section, sny currency
note of the Government of India or bank
note whlch has not been presented for pay- .
ment within forty years from the 1st day
of Apnl following the date of its issue shall
be deemed not to be in. cireulation, and the
value thereof shall, notwithstanding any-
thing contained in sub-section (2) of Section
20, be.paid by the Issue department to the
Governor-General in.Council or the Bank-
ing department, as the.case. may be; but
any. such note, if: subsequently presented
for payment, shall be paid by the Banking
department, and any.such payment in the
case of & currency note of the Government
of India shall be debited to .the Governor-
General in Counoil;;
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Initial Assets and Lidbilities.

*%§ 80.—On the date on which this ‘Chapter comes into
fotce, ‘the Issue departinent shall ‘take over from
the Governor-Géneral in ‘Council ‘the liability for
all the curréncy ‘notes of the Govetrméit of India
for ‘the ‘tithe ‘being in circulation, aiid the Gover-
‘nor-General 'in Couneil shall transfer 'to the Issue
department gold coin, -gold bullion, gold ‘secutities,
Yupee coin and rupee securities ‘to'such aggregate
arhoiint ds is equal ‘to the total of ‘the ‘amount of
the liability so transferred and :of a-sum of five
hivndred ‘million fupees. The ecoin, ‘bullion snd
secirrities shall be transferred in such tproportion
a8 to ‘comply ‘with the ‘requirements of Section 28:

Pi'ovxded ‘thdt the total amount of the gold 'coin, gold
bullich &nd gold securities so ‘transferredl shall not -
‘be 1ess ‘than ‘one 'half ‘of the While aftiount trans-
‘ferred.

Supply of Coin, Gnd of Different Forms ‘of Legal
Tender ‘Currency.

§ 31.—'f'he Bank may @eliver to ‘the Goverhor'General in
Council all rupee coin held by it in ‘xcess of the
‘wmotiit Which the Issue department is perimitted
% hold ‘s pdrt of the Reserve under ‘Section 28,
against payment of four rupees ‘in bank notes,
gold or gold securities for every five rupees so de-
livered.

§ 82.—When the armount '6f ripee ‘coin for the time being
held in the Reserve does not exceed two hundred
and fifty millions ot one-tenth of the total amount -
of the Reserve, whichever is greater, the Bank
fnay demand delivery of rupee ‘coin frém the Gov-
‘ernor-General i ‘Council, on payineiit .of four
Yupees in bank notes, gold securities for every five
fupees so deliversd.
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§ 83.—The Governor-General in Counecil shall undertake
_not to re-issue any rupee coin delivered under Sec-
tion 31,  mnor to put into circulation any new
.rupees, except through the Bank and on the
Bank’s demand; and the Bauk shall undertake
not to dispose of rupee coin otherwise than for the
purposes of cireulation or by delivery to the Gov-
emor-Genera.l in Councll under that section. '

34 —The Bank shall issue rupee coin on demand in ex-
.change for currency notes of the Government of
India, and shall issue currency notes or bank notes
on demand in exchange for rupee coin, and it

" shall, in exchange for currency notes or bank
notes of five rupees or upwards, supply cusrency
notes or bank notes of lower value or rupees or

. other coins which are legal tender under the India
Coinage Act, 1906, in such quantities as may, in
the opinion of the Bank, be required for circula-
tion; and the Governor-General in Council shall,
subject to the provisions of Section 82, supply
such rupees or other coins to the Bank on de-
mand. If the Govemor-General in Council at any
time fails to discharge this duty, the Bank shall .
be released from its obligation to supply such
coms to the publie,

§ 35 to 87. —Deal with the terms of the purchase and sale
of gold by the Bank, also lay down certain interim
" -provisions in this connection.

Suspension of Reserve Requirements and
"Tax on Nots Issue.

§ .38. —(1) The Bank may, w1th the prevmus sanctlon of
~the Governor-General in Council, for periods mnot
.exceeding thirty days in the first instance, which

.may, with. the: like sanction, be extended from

time to time. by periods not exceeding fifteen days,

hold in the Reserve gold coin, gold bullion or gold
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- securities of less aggregate amount than that re-
~qu1red by sub-section (2) of Sectlon 23 and, whilst
the holding is so reduced the proviso to that sub-
section shall cease to be operative.

. (2) In respect of any period - during which the
- holding of gold coin, gold bullion :and gold
securities is reduced under;sub- sectlon @),
the Bank shall pay to the Govemor-General
in Council a tax upon the amount by which
such holding, is reduced below the mini-
mum prescribed by sub-section (2) of Sec-
‘tion 28; such tax. shall bé-payable at the
‘bank. rate for the time -being in, force, }w1tjh

" an addition of one per cent; per annum
when such holdmg exceeds h.lrty-twq and
a half per cdent. of the total amount of the
-Reserve and of a further one and & half per
cent. per annum in respect.of every further
decrease of two and a half per cent or part
of such decrease:

Provxded that the tax shall not in any event be pay-
able at a rate less than six per cent. per annum,

: § 89.—Bave as provided by Section 88, the Bank shall not
be liable to the payment of - any stamp- duty or
other duty or tax in respect of bank notes issued
by it.

Duratzon of the Prwtlega of Note: Issus.

§ 40.—If at any time the Bank ‘fails fo comply with any
provision of this Chapter or with any other provi-
sion of this Act, the Governor-General in Coun-
cil may, by notification in the Gasette of India,’
declare that the Bank has forfeited the nght -of
note issue, and. shall thereupon. take over the

~ liabilities of the Issue _department together with
such ‘portion of the assets of the Bank a8 is re-
quired to meet such liabilities, and thereafter the
business of the _I.sAsue_" department shall be carried
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on in the manner preseribéed by this Act by such
‘agency as the Governor-General in Council may
determine.

§ 41 and 42 —Provide for the keeping of eash reserves by
eertain batks with the Reserve Bank and suthorise
it to enter mto agreement with the Imperial Back
of India.

CHAPTER IV.
‘GESERAL PROVISIONS.
Eeserve Fund and Allocation of Surplus.

§ 43 and 44 —Deal with the allocation of surplus and the
Bank rate respectively.

3 45 to 47—Deal with audt and powers and duties of
auditors.

§$ 48 and 49 —Lay down provisions regarding the pubbea-
‘tion of returns and liquidation respectively.

§ 50.—Defines the power of the Bank to make regulations
regarding certain matters.

§ 51 and 32.—Indicate amendments and yepeals of past
Acts.

There are three sehedules—the third one preseribes
the form in which weekly returns of the Issue Department
are to be made and published.

Isste DepaRTMESTY.

LIABILITIES. ASEETS.

- Bs. Ees.
Bark notes beid in the Rapee eci e
Beolkong Department Government of Indis
‘Beak notes in circolation Tupee T -
Total Bask notes - Internal bills of ex-
Govanment o India chaage and other
RBotes in ciseolatica ... ommercial paper ...
Bupee redemption - Gold securities —
Gold acin or bullios ...

ot — E———

Torss - Torsx ..

Basio o gold sod gold secutities to liabilties per cent.

s——
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on *in ‘the ‘manner "prescribéd ‘by this ‘Act by such’
‘agency as ‘the ‘Governor:General in ‘Couhcil may
‘détermine,

§ 41 and 42.—Provide for the keeping of cash reserves by
‘certain banks ' with the Reserve Bank and authorise
it ‘to enter into agreement with the Imperial Bank
‘of India.

{CHAPTER IV.
‘GENERAL PROVISIONS.
‘Reserve Fund and Allocation of Surplus.

§ 48 snd 44.—Dazdl ‘with ‘the allocdtion of surplus and the
~ Bank 'rite respedtively.
% 45 ‘to 47.—Desl with ‘audit and powers and duties of
auditors.
% 48 and 49.—TLay down provisions regarding the publica-
‘tion of returns and Tiquidation respectively.
§ 50.—Defines the power of the Bank to make regulations
regarding certain matters.
§ 51 and 52.—~Tndicste athendments and vepeals of past
Acts.
‘There are three schedules——the ‘third ‘one presctibes
‘the form 'in ‘which ‘weekly returns of the Issue Department
#are %o be made and published.

Issur DEPARTMENT.

mmms.m ‘ ABSETS.
Bank notes heldin ‘the | Rupee coin oon
Bunking ‘Department {| Government 'of Indis
Bavk notes in circolation ‘1" -rupee securities ..
Total Bank notes Txternal bills of ex-
‘Governmrent of Indis . change and other
notes in circulation ... J| . commercial paper ...
‘Rupee redemption Gold securities ...
‘Gold coin or bullion ...
- Torsr v oo Torar. v

Bngf.iﬁ of gold and gold securities to Tiabilities _ ‘per cent.

- .
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Page . 20.

Page 93.
Page 98.
Page 127.
Page 132.
Page 190.
Page 210.

ERRATA .

Omit line 25 and‘ substitute ‘development of

the Paper Currency of the country’.

Second foot-note, Line 1. Add ‘5° after ‘The:
) Noten von'.

Line 24. Read ‘Province’ for ‘Providence'.
Line 25. Resad- -‘antithesis’ for ‘anthesis’.
Line 8. Read ‘reverse’ for ‘reserve’.
Line 3. Read ‘proved’ for ‘provided’
Line 21. Read ‘this’ for ‘his’.
Last line. Read ‘more’ for ‘wore’.



