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ASSAM AOT [V OF1934.
THE ASSAM Moxﬁ LENDERS’ ACT,
1934

[Published in the dsses @atelig of the F7th June 1984.]
An  Act to provide for \nore effectual conirol
of mongy-lendiny in  Aaeam. :
ivoaca Waurrmas it is expedidnt {0 make better
e provision for the control offinoney-lending and to
give additional powers tqd Courte te deal with
rionay-lenders in Aseam. ; _ :
"- And ‘whereas the provieus ssnotfon of the
Governor General has-Ygen obtained under
sub-seation (3) of section BhA of the Government
of India Act to the passing of bhis Act.
It is hereby enacted ne Hyllows =

Bot 4y (1) This Aot ‘way pe ealled the Assam
sammencerent, Money-Lendars Act, 193 )

(2) It extends to the whble of Amam ineluding  semw ot 11
the territories mentioned! in section 14 of the o ¥
Assam Genersl Clauses Aft, 1916,

(3) It shall eome into !force on such date as

the Local Government ma) by notifieation direat.

potnttions. 2. In this Aat, uoles} ‘there is anything
' repugnant in the sebject dr- pontexs,—

{1) “Money-lender” t‘mmg & person who
grants a loan, Y '

2) “Interest’ - means {'ite of interest and
includzs the return.to be taade over and above
what was actually lent 'iwhether the same is
charged or sought to be recovered specifically

by way of interest or vthert jse ; -

! (3)a “Loan” meaus an adranes (whether of
money or in kind) at intersst made by & money-
lender and shall include any bond bearing interest
sxecuted in respect of past liabilities and any
transaction which'in substatiee i & loan'; [Expla-
nation, —A bond besring' ¥uterest executed in
respect of poods taken oh sredi® constitutes
loan.} and A ' ’

(4) ‘Prescribed™ wieand oresoribed by rulée

made under this Aot.



agogr lor 3. If the keas aotually made be legs than the

;z‘f:{m: hni: :l:gsum entered in the hjqd or hand note, the

tuay loot, ~ money-lender shall be guilty of a contravention
of the provisions of thi?® .Aut and shall, on con-
viction, be punishable with fine not exceeding
two huodred rupees.

o Shbilon of 4. Any contrast maei® after the commence-

intoest _wnd ment of this Aet for fthe loan of money by a

Betaaiting * meney-lender shall be ille%ll in so far as ib
provides directly or indirectly for the payment
of compound interest or for the rate or amount of
interest being increased by reason of any default
in the payment of mms due under the coniract :

Simple Iuts. Provided that pravison may be made by any
Tetaatr. "™ ' ench contract that if defsult is made in the pay-
ment upon the due da‘e of any sum payable to
the money-lender under the contract, whether in
respeot of pringipal or ipberest, or both, the money
lender shall be entitled to charge simple interest
on that eum from the Jate of the defsult until
the sum is paid, at a rafe not exceeding the rate
payable in respect of th¢ prinsipal apart from any
de{ault, and any intereit so charged shall not be
rockoned for the purpores of this Act as part of
the interest aharged in respect of the loan,
Prohibition 5, An ement between & money-lender
g for o a bfnﬁf or imending borroweryfor the
Jonters ™™™ payment by the borrower or intending borrower
to the money-lender of any sum on scoount of
costs, charges or expenses incidental to or
relating to the negotistions for or the gmntill:;s
of the loan or proposed -losn ehall be illegal, &
if any sum is paid te @ money-lender by a
borrower or intending borrower aa for or om
account of any such o'sts, charges or expenses,
that sum sbnl{be recoverable ss a debt due to
the borrower or intending borrower, or, in the
event of the loan being completed, shall, if not
g0 recoversd bhe set off against the amount
aoctually lent and thet. smount shall be deemed
to be reduced aecordivgly.
Exception.~—This wil{ not debar money-lenders
from recovering reasonable costs of inspection of
Revenue or Registration records including exami-
nation of titles and also; costs of inspection of pro-
perty, in cases where the contract includes a
stipulation that property is given as security or
by way of mortgage add where both parties have
agreed to such costs reimbursement there of,



Kwwiig ot 8. Every money-lendershall keap secounts in
the form presoribed. '

wdbligation of 7 (1) In respect of every contraet for the re-
wongy-1ender to : ;

eapply iijﬂﬁl;; payment of 2 loan made by a - money-lender,
of loan aud whether made befere or after the commencement

s “reiating OF this Act, the money-lender shall on demand in
thercto, writing being made by the borrower at the

time of executing the cenmtract or at any time
doring the continuanee of the coniracs, supply
to the borrower. or, if the borrowsr so requires,
to any person specified in. that behalf in the
demsnd, s statement signed by the money-lender
or his ngent showing— =
(«) the date on which the loan was made,
the amonnt of the principal of the lean,
and the rate per eent. per aonnm of
interesk charged ; and
J6) the amount of any payment already
received by the money-lender in respect
of the loan and the date en which it
waa made : and-

{c) the amount of every sum due %o the
: meney-lender, but unpaid, and the
date upon whieh it became due and the
smount of interest acerued due and
unpaid in respect of every. such sum ;

and

(d) the amount of every sum not yet due
which remains ontstanding and the date
upon which it will become due :

Provided that when a demend under this sub-
section has once been eom'plied with, & second
lemand may not be made in respect of the same

loan within six months.

SrY 1ol ot (2) A money-lender shall on demand in writilég
owar,

by the borrower, and on Lender of the preserib
sum for expenses, supply a copy of any document
relating to a loan made by him or any security
therefor, to the borrower, or if ‘the borrower so
requires, to any person specified in ¢hat behalf in
the demand.

et of  (3) If a money-lender tb whom & demand bas
been made under this seation fail without resson.
able excuse to complv therewith within one
month after the demand has been wade, he shall
not so long as the default continues be entitled
to sue for or recover any sum due under the con-
tract on accouns eitber of principal or interest,
and interest shall not be ¢thargeable in respect of
the period of the defanlt.



Presumption 1 8. Where in any suit in respect of auy loan

tain Joans,

msade or any security taken for s loan mads by a
money-lender after the commencement of the
Usurious Loans Act, 1918, it is found that the o
interest charged exceads the rate of 12§ per cent.
per annum in the case of a secured loan or 18%
{)er cent. per annum in the case of an unsecured
oan, the ¢ ourt shall, until the contrary is proved,
presume for the purposes of section 3 of the
Usvrious Loans Aet, 1918, that tbe interest Act
charged is exoessive and that the transaction was,
88 between the parties thereto, substaptially
unfair, bat this provicion shall be without pre-
judice to the powers of the Court under the said
seotion where the Court is satisfied that the
interest charged though ot exceeding 12} per
cenb. per annum or 13§ per cent. per aonum, as
the case may be, is exoessive.

Bar to reoovery 9, No Courts shall, in respect of any loan made

of iuberet

osding
prined,

ihe before or after the commencrment of this Aet,

decree on account of arrears of interest a sum
greater than the principal of the loan.

in

cont ot mony . 10- (1) Where & bocrower has sent to 2 money-
due to movey- Jender by postal money-order or by: registered

Jendor,

post with acknowledgment due any sum of
money due from him to the money-lender in res-
pect of 2 loan and the money-lender bas refused
to accept the same, the borrower may ‘apply in
the prescribed manner to the lowe ¢t Civil Court
having juricdiction over the place where he
reaides for pe:mission to deposit the suid'sum In
Court to the account of the money-lender, and
the Court shall thereupon keep the sum in deposit
and shall send a notice of the {deposit in the
preseribed manner to the money-lender,

(2) If the money-lender accepts money sent in
the manner specified in sub-section ()17) by s
borrower or withdraws money deposited under
the said sub-section, he shall not be bound by
any statement made by the borrower in remitting
or depositing the money.

Restrictions ou  11.(1) No person shall knowingly send or

wevemoment. deliver or cause to bo sent or delivered to any

person except in response to his written request
any circular or other document rdvertising the

name or address of s money-lender, or containing
an wmvitation—

(a) to borrow money from & money-lender ; of



Agenta and
OanvTaaurs invit.
isg borrowers
must not  De
smployed by
meney-lendera.

Pamuity,

Civi] offosis of
contr.rention,

o}’mlia in oase

(6) to enter into any transaction invelving
the borrowing of money from a money-
lender; or

(¢} toapply io any place with a view to
obtaining informstion or advice as to
borrowing any money from a money-
lender.

(2) No money-lender or any person on his be=
half shall employ any agent or canvasser for the
purpose of inviting any person to borrow money
or to enter into any transaction involving the
borrawing of money from a money-lender, and no
person shall act 88 such agent or canvasser or
demand or receive directly or indirectly any sum
or other valuable consideration by way of com-
mission or otherwise for introducing or under-
taking to introduce to a money-lender any person
degiring to borrow money,

(3) Any rerson acting in contravention of any
of the provisionhs of this section shall in respect of
each offonce be liable, on convietion to imprison-
ment for a term not exeeeding three months or a
fine not exceeding thres hundred rupees or both.

{4) Where it is shown that a money-lending
transaction was brought about by a contravention
of any of the provisions of this section, the trans-
aotion shall be illegal, unless the money-lender
proves that the contravention occurred without
his consent or connivance.

12, (1) Where in any suit in respeot
of any money lent or in respest of sany
security taken for money lent by a money-lender,
the trying Court is of opinion that the money-
lender has been guilty of fraud, or of any contra-
vention of the provisions of this Act, or is
otherwise unfit to carry on the business of money-
lending, the Court may make an order debarring -
him from earrying ou such business for such time
as may be specified in the order and an appeal
shall lie from such an order to the court to which
an appeal ordinarily lies under the provisions of
the Code of Civil Procedure, 1808, irrespective of 4, v ¢ 190s.
the money value of the suit.

(2) Any money-lender earrying on the business
of monsy-lending in contravgntion of any order
made under sub-section 1) eAsll, on convietion,
be liable to a fine whiok dhay extend to five
hundred rupees.



¢

Appenl. 13. Apy order of cenviction passed under this

Act shall be appealable to the Court to swhieh

appeal ordinanly lies ander tbe Code'of Criminal
Procedure, 1898, irrespeetive of the amount of 4. v er1ms,
fine to which an aceused may be sentenced.

Jfaweeat Lol ]4. (1) The Local Government may make rules

mare miee.  for carrying out the purposes of this Aet.

{2} 1n particular, and without prejudice to the
generality of the foregoing power, such rules may
provide for all or any of the following matters,
namely \—

(¢} the form in which money-lenders shall
keap acegunts;

(s:} the intervals at which borrowers ‘may
demand statements of accounts under
sub-section (1) of section 7 and the fees
to be paid for copies of documents sup-

plied upder sub-section (2} of the same
section ;

(485} the manner in which an application for
& depesit is to be made under sub-seciion
(1) of section 10, and & notice of the
deposit is to be sent to the money-lender
under the said sub-ssction ;and

(i¢} the coforcement of orders made under
sub-section (1) of seetion 12,

(8} The powerto mske rules under"this Act

shall be subject Lo the condition of previous
publication.



The 19tk March 1935,

No, 1099G.J. —In exercise of the pawers eonferred by section 14
of the Assam Money Lenders Act, 193% (Assam Aet 1V of1934), the
Governor in Couneil is pleased to make the following rules for ecarrying
out the purposes of the Aet.

d RULES,

1. The account prescribed by section 6 thall be maintained in the
Form I shown in the >chedule adtached to these rules.

% Provided that in the case of a society registered under the Co-
operative Societies Aet, 1912 (Act Il of 1912), the aceount shall be
kept in the form prescribed by that Act or rules framed thereunder ”’,

2. The fees to be paid for copies of documents to be supplied under
sub-section (2) of section 7 of the Act shall be three annas for every 300
vernacular or 150 English words or part thereof: Provided that
whare the borrower or his authorised agent is allowed to copy a doou-
meut, no fe~ shall be charged.

8. The application under sub-seation (1) of section 10 for permis-
sion to deposit in the Court any sum of money due from a debtor to a

money-lender in respect of any loan or loane shall be in writing and
shall contain the following particulars :—

(a) the name and full address of the money-lender in whose
favour the deposit is made ;

(%) = recital that the debtor has sent the money to the money-
lender by postal money order or by registered post with
acknowledgment due and that the money-lender has refused
to aceept it. (The amounts sent on account of prineipal
and interest should be separately stated with the date of the
remittance). The application shall be signed and verified
in the manner provided in sub-rules 2 and 3 of rule 15 of
Order [ in Schedule I to the Code of Civil Proecedure,
1908, by the debtor, or by his authorised agent.

4, The application shall bear a court-fee stamp of eight annas as
required by Articl: 1 (4) of Schedule II of the Court-fees Aet, 1870,
“and ehall further be accompanied by printed forms of notice in Form 11
annexed to these rules for service on the money-lender with process-
fees payable in court-fee stamps according to the seale preseribed by
the High Court for service of summons on defendants. The blank
spaces in Form II shall be filled in by the debtor or by his aunthorised
agent.

5. If it appears to the Court, to which an application for permis-
sion to deposit under section 10 is made, that the applicant is entitled
under that section to deposit the money, it shall receive thesame and
give the receiptin Form I1Iannexed to these rales.

8. The money-lender may apply for withdrawal of the money in
Form IV anuexed to these rules, and the procedure in econnection with
such withdrawal ehall be the same as in the case of withdrawal of other
civil deposits,

1. A copy of the order under sub-section (1) of section 12 of the

Act shall be served on the money-lender in the manner laid down for
servioe of summons on defendanta.



Particnlars of advances in words whether cash

or kind .
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FORM IL.

(See rale 4.)

Forw of nobice of deposst under secisn 10(1)

Name of money-le

You are hereby informed that = of

has on - deposited in this Court under sootion
10(I) of the Assam Money Lenders’ Ant, 1034 a sum of Rs,
(Re. on account of principal and Rs.
on aocount of intersst) to your account in connection with the loan
of Re. which was made by you to him on .
You are requested to withdraw this amount at your earliest eonve-
nience. Government accept nu responsibility for any loss which you
msay inour in connection with the aforesaid sum while it remains in

deposit with the Court.

Bignaturs of Munsif,

Address

Dated the |



10
YORM :H1.

(8ee rule 5.)

Receipt granicd by Conrk for deposit of money due to money-lender.

Station. _ Court.

Whereas an  spplication has been filed by

uader sub-section (1) of section 10 of the Aesam Aot IV
of 1984, for depositing & sum of money on actount of his debt and
whereas 'the Court is of opinion that the said

is entitled to deposit the amount under the said eectiun it 18 hereby
iven in writin

g that the undermentioned amount has been deposited
in this Court by .
Hame 1::1!:?" ml::n |:f ‘mﬂ; of quanﬁ- h,'lmmtto.'udl Total.
|
Date Sigoature . ...... ..

Beal of the Cour



1x
FORM TV.
(8es rule 8.)
Ferm of withdraw.l.’
PAYMENT ORDER,

Panr L. — Application for payment of Deposite (to be filled in by
the applicant ).

Name of applicant. l'ate of deporit. Amount. to be paid.

1 2 3

Bignamre of spplieant....................
Date .. . coooueneerane
*Examined and found oorreoct,
s;'gn;tu:; of Chist Ministerial Office et vonnn

Signat-#a of Presiding Officer............

ined and found eorreot ™ must of
gthe certificate has satisBed himmelf
) pag'ment of the amount claimed’”,

ile the Judge in cherge will be res-
that there iz no Lar to payment, and:
ith that of the payse entered im his

® The |i§nntnm below the words * Ex
sourse be held to indieste that the officer si
‘that the applicant ia the proper party to rog
snd that the particulars stated are corvect,
sonvible that the amount claimed is in depo
ibat the name of the olaimant corresponds
Register.



Parr 11~ (To be filled in by the Court or under its order.)

Court”s chalan number
Serial number and | and chelaa date of the | Court’s pumber and At whos
date of original deposit from dals of ths original Amount ip eradit In
payment order, which the parment deposit. deposit®, deposit.*
in sought,
1 3 3 ] ] [ ? 8

Officer in charge of the Troasury at
Cashier of the Court

To—The

Please pay as above to or order Bupesst

Signature of Court’s Accountant—

Bignature of Judge in charge—

* Asper Coari's Ragirter of Deposits Roceived,
4+ Words and figures,

Nor® L.—~This ordar Ls not payable more then one month after date without a renewsl onface-
ment by the Court and it Is abeolotely lapses and cohces to have effect on the S1st Mareh next.

NotE 2,—Payee is heraby to take notice that .fi‘er tender sud payment of this order, the Treasurye
s

COfice will adnit Do [arther responsibility, [t ia ths daty of she ;peyes to »ee 10 the Droper custody op
this dooumant untll it 8 cashed, ¥ n el



18

Paay 111.—[to be filled in nt Treasury {or at Court if paysble
there)).

R”.i'd mhﬂ‘.. Buw 49 spehn . tendud snn
Bignature of Disbarsing Cashier......eeecersus
Treasury No....we ...

P‘, Rup'!l... PRPYYRPPY Y FePPE T

j Shmy of one
| sona if for more
i than Rs. 20.
Payoe’s signatare,
The 19
Exsmined and entered.
Avoounbeantese ...:....000
Offioer in sharge of Treasury,

J. A. DAWSON,
Chief Secretary to the Goverzment of drsam,

A 6. PAG.&IN Ko. 107--900—-20-13-1935,



Bengal Act VII of 1933.

THE BENCAL MONEY.LENDERS ACT, 1933
[Published in the Calouits Gadeite uf the 28th October, illl83.1

An Act to proviae more EFECIUGL CORLTOL OF MONOY-LERUTNL
in Bengal,

WHEREAS it is expedient to make better provision for
the control of money-lending and to give additionak powers
to Courts to deal with money-leriding in Bengal;

AND WHEREAS the ﬁnéﬂious sanction of the (Governor
General has been abtained ynder sub-section (3) of saction
80A of the Government of India Act to the passing of this
Act;

1t 18 hereby enacted as follows;—

1. (Z) This Act may bé called the Bengal Money-
lenders Adt, 1933.

(2) It extends to the whole of Bengal:

Provided that nothing in this A¢t shall apply to any
van made within the limits of the Ordinary Original
urisdiction of the High Court or under a conifhet made

within those limita. .

(3) Tt shall come into force on such dateas the Local
Government may, by notification in the Calcutta Gazegte,
appoint.

2. In tMs Act, unless there is anything repugnant
in the subject or contexi— )

{f) ““money-lender’’ means any person who grants a
loan of money; and .

(2) ““prescribed”” memns preseribed by rales made
under this Act,

Short title,
extent and
commenggment.

Definitions.
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NOTIFICATION.

No, 228J.—10th Januvary 1934.—In exercise of the powzars conferred
by section 10 of the Bengal Moneyv-lenders Aect, 1333 (Ben. Act VII of
1933), the Governer in Council is pleased to make the follgwing rules: —-

Rules,

1. The demand under sub-section (I) of section 7 for particulars,
concerning auny loan or loans shall he made by a debior to a money-
lender in Form I annexzed to these rules.

2. .On demand being made in the form prescribed in rule 1, the
money-lender shall supply to the debtor the particulars concerning the

loan or loang which arz mentioned in Form II-annexed to these rules.
. L J
3. The application under sub-section () of section 9 for permission

to deposit in the Court any sum of money due from a debtor to the
money-lender in respect of any loan or loans shall be in writing and
shall contain the following particulars:—

{a} the name and full address of the money-lender in whose favour
the deposit 18 made;

3} a recital that the debtor has sént the money by postal money-
order to the money-lender and that the money-lendar has
refused to accept the same. (The amounts sent on account of
principal and interest should be mentionad separately together
with the date of the remitiance of the same.)

The application shall be signed and werified in the manner provided
in sub-rules 2 and 3 of rule 15 of Order VI in Schedulz I to the Code
of Civil Procedure, 1908, by the debtor, or by his authorised agent.

4. The applieation shall hear a court-fee stamp of twelve annas as
required by article 1(5) of Schedule IT of the Court-fees Act, 1870, anid
shall further be accompanied by printad forms of notice in Forin ITI
annexed to these rules for service on the money-lender with process-fees
payable in court-fee stamps according to the scale preseribed by the
High Court for sarvice of summons on defendants. The blank spaces
in Form ITI shall be filled in by the debtor or by his authorised agent.

5. TIf it appears to the Court, to which an application for permission
to deposit under section 9 is made, that the applicant is entitled under
that section to deposit the money, it shall receive the same and give o
receipl in Form IV annexed to these rules.

6. The money-lender may apply for withdrawal of the money in
Form V annexed to these rules, and the procedure in connzction with
such withdrawal shall be the samz as in the cage of withdrawal of other
civil deposits.



FORM 1,
(See rule 1.)

Form of demdind for the supply of partiéulars concerning a loan
under section 7(1).

Name of money-lender—

Address—

Under section 7(I) of the Bengal Money-lenders Act, 1933 (Ben. Act
V11 of 1933), I requeat the followidg particulars concerning any loan or

loans made by you to me on which any amount is at present outstanding.

Signature of debtor—

Address—



FORM Tl
(See rule 2.)

Particulars concorning a loan.
Neme of debtor—
Address—

Date of demand for particulars—

I. Datz of loar

v

_Amqunt of |

3. Rate of interest per annum (state whe d, and
if compound what the period of res. .o,—
4. Total repayments made by the debtor up to date—
(a) Principal
{5} Interest
{¢) Total

5. Amount outstanding on the date or which information iz given—-
() Principal |
(k) Interest
{c) Total

6. Any apecial conditions on which the loan has been made—

Signavure of money-iender—

Address—
Date—

N.B.—The above particulars should be furnished regarding each and
every loan on which any amount is outstanding, and it will be under-
stood that no amount save what is entered in the particulars furnished
is due from the debtor at the date on which the information is supplied
by th: moarey-lender.

The money-lender may retain the portion marked Form I and return
Form II to the debtor after filling in the requisite details.



FORM 111,

{See rule 4.)

Form of notice of deposit under sei

Name of money-lender—
Address—

You are hareby informed that of has on
deposited in this court under section 9(f) of the Bengal Money-lenders
Act, 1933, a sum of Rs. (Rs. on account of principal
and Ra. on account of interest) to your account in con-
nection with the loan of Rs. which was made by you to him
on You are requested to withdraw this amount at your
earliest convenience. Governme(nt aecept no responsibility for any loea
which you may incur in conmection with the aforesaid sum while it

remains in deposit with the Court.

Stgnature of Munsif-

Address

Dated the—



FORM IV.
(See Rule 5.)
Receipt granted by Courl for deposit of monsy dus to monsy-lender.
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FORM V.
(See rule 6.)
Form o‘i withdrawal,
PAYMENT ORDER.

Part 1.—Application for payment of Deposits (lo be filled in by the

applicant).
Name of applicant. Date of deposit. Amount to be paid,
| 2 3

—

Signature of applicant—

Date—

*Examined and found eorrect.

Stygnature of Chief

Ministerial Officer—

Signature ~f Presiding Officer—

*The signature below the words ¥ Examined and found correct ” must of course
be held to indicate that the officer signing the certificate has satisfied himself ** that
the applicant ia the proper patty to receive payment of the amount claimed,” and that
the particulam stated are correct; while the Judge in charge will be responsible that
the amount clairoed is in deposit, that there ia no bar to payment, and that the name
of the claimant corresponds with that of the payee entered in his Register.



Part 11—(to be filled in by theiCourt or under its ovders).

st e g | OB e
number an and chalan da: s, At whose
date of payment | the original depostt from | COLTY'S number and date | Amountin | o GpSy
order, wh%gi_lnthe payment of t.l!e original depoeit. depostt. deposit.t
18 Bg . R T
1 2 3 4 &- 8 7 8
H
To ¢ _Dfficer in Charge of the Treasury at
“Cashier of the Court.
Plzase pay as ahove to or order Rupeest

Nignature of Court’s Adecountant—  Signature of Judge in charge——

tAs per Court’s Register of Deposits received.
tWords and figures,
Note 7.—Thia order is not paysble more than ten days after date without a

renewal enfacement by the Court, and it abaglutely lapses and ceases to have effect on
the 31st March.

Note 2,—Payes iz hereby to take notice that after tender and payment of this
order, the Treasury. Officer will admit no further responsibility. It is the duty of the
payee to see to the proper custody of this document until it is cashed.

Part 111 [to be filled in at Treasury (or at (Tourt if payable there)).

Received contents, Rupees

Stamp of one
anna if for
moere than
Rs. 20.

Signature of Disbursing Cashier— Payee’s signature—
Treasury No.
Pay Rupees
The ' 19
Examinzd and entered.

4 ccountant—

Officer in charge of Treasury—
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Nos, 229-60F
Copy forwarded to all Commissioners of Divisions for information

and communication to all District Magistrates, in continuation of
endorsement Nos. 9039-9065 J., dated the 19th December 1933.

Nos. 261-81 J.
Copy forwarded to all District Judges for information and guidance

in continuation of endursement Nos. 9033-90G5J., dated the 19th
December 1933.

By ordar of the Governor in Council,

N. N. SEN GUPTA,
Asst. Secy. to the Govt. of Bengal.

Calcutta, the 10th January 1934.

B. Q. pros—1034-35—2042B—500,
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PART V

Proceedings of the Council of the Governor
: of Bombay.

(To be translated into Marathi, Gujarati, Kanarese and Urdu and
the translations to be published in the * Bombay Government
Gazette ". To be translated also into Sindhi and the translation
to be published in the ** Sind Official Gazette ”. - The dates of
publication to be reported.) -

The following Bill for the introduction of which leave was-
granted to Mr. Syed Munawar, M.L.C., at the meeting of
the Legislative Council of the Governor of Bombay on the
16th March 1934 is published under rule 20 of the Bombay
Legislative Council Rules :—

BILL No. VII OF 1034.
4 Bill to regulate the Money-Lending Business.

WHEREAS it is expedient to regulate the
business carried on by persons as money-lenders ;
It is hereby enacted as follows : —

CHAPTER I.

PRELiIMINARY. -

{. (I) This Act may be called the Bombay short tise,

Money Lenders’ Act, 1934. g

extent.




IEPR 'BUM. GOVT. GAZ., APR. 12, 1984 {ParT ¥

(¥) I'his-section extends {0 the whple of the
Presidency of Bombay. The Governor in Council
may, by notification published in the Bombay
Government Gazétle, extend any or all of the
remaining provisions of this Act to such places or
areas a8 the Governor in Counéil thinks fit.

(3} This section s_hgll come into force at once.
The Governor in ‘Council may, by notification
published in the Bombay émﬂpvemment Gazetie,
divect that ‘any br alliof the remaining provisions
of this Act shall come into force on such date as
may be specified in the said notification in such
place or area to which the said provisitng shaH
have been extended under sub-section (2).

2. In this Aect, wnless there is somebthing
repugnant in the subject or confext :—

(1) “ Bank:" lgeﬁls 44 company carrying on
the business of banking and registered under
any of the enactiments relating %6 companies for
the time being-in forée in the United Kingdom
or in any of the Colonies or Dependencies thereof
or in British India or incorporated by an Act

Parliasment or,k by Royal Charter or by
Letters Patent -or. liy aay Act of khe dem.n
Legislatare. '

{2) * Company " means & oolupany mglstared
under any of the enactments relating t0 com-
panies for the time being in foree in the United
Kingdom oz any of the Colonies or Dependencies
thereof or in British India -or incorporated by
an Act of Parliament or by Royal Charter or by
Letters Patent and ihclndes 'Lile Assurance
Companies to which the Indian Life Assurance viet
Compenies Act, 1912, applies. 1912,

(3) “ Co-operative Bouety " means a sociely
registered under the provisions of the Co-opera- 1 of
tive Societies Act, 1912. - s

(4) “Court” includes &' Court acting in the
exercise of insolvenoy jurisdiction.

(6) “ Creditor ” means a person who in the
regular course of business advances s loan as
defined m this Act and shall include, subject
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bo. the pmvmwm of olauzm % the lagal represenba.-
tives and the sucoessors-in-interest whether by
inheritance, sssignment or otherwise . of . the
person who advanced the loan.

(54) ““ Debtor " means a person whose aggre,
gate income in one year does not exceed Rupees
two thousand, and who has borrowed a loan not
exceeding Rs 1,000, Persons  who may be
dependent on a debtor shall be deemed to be
debtors for the purposes of this Act..

" (6) * Interest ” includes the return to be made
over and abave what was actually lent, whether
the same is charged or sought to be reqavared
specifically by way of interest or otherwise.

(?) ¢ Loan” means an advance whether of
money or in kind at interest and shall include
any transaction which the court finds to be in
substance a loan, but it shall not include :—

(iy & deposit of money or other property in

a Government Post Office Bank or in any other
~ Bank or in a Compuny or with a Co- operative
Bociety ;

(ii} a Jean to or by or & depesit witly any
socieky or aseociabion registered under "the
Pocietics Registration Act, 1860, or under any
othexr emactment ;

{iif} n loan advanced by. Government or- by
ADY local body authorised by Government,

(iv) a loan advanced by a Bank, a Co- -opera-
tive Socisty or a company whose acoounts are
sabjeet to audit by a certified: auditer under
the Companies Act;

£%). a. loan advanced to. a wholeeade trader ;

(wi) an advance made ou the basis of
& negotiable instrument as defined in the Nego-
tiable Instrumnents Act, 1881, other than
a promissory fiote;

(vii) & transaction which 18, in substancs,
a mortgage or & sale of immoveable preperty..
(8) ‘“ Prasoribed ” meams. prescribed by: rules

made under this Aok,
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" open the account botween the parties from -the
commencement  of the iransactions and take that
aceount agoording to the follawmg rules (that is
Yo say) i

{a) separato a.ceounts of pnnclpal aud mte
rest chall be taken;

(b) in the account of principal thore™ shall
be debited to the debtor such money as may
from time to time have been actnally received
by him or on his account from the creditor,
and the price of goods, if any, sold to himr by
the oreditor as part of the transactions;

(c) In the account of principal there shall
not, be debited to the debtor any accumulated
interest which has been converted info princi-
pal at any statement or settlement of account
or by any contract made in the course of the
transactions, unless the Court, for reasons fo
be recorded by it in writing, deems such debit
ko be reasonable ;

{d) ia the agcount of mterest thera shaJi be
debited to the debtor, monthly, simple intereat,
on the balance of pnnclpal for the time baing
ontstanding, at the rate allowed by the Courl
as hereinafter provided ;.

{8) all mongy paid by or on account o1 the
debtor to the creditor or on his account, and
all profite, service or other advantages of every
description, received by the creditor in the
course of the transactions (estimated, if neees.
sary, at such money-value ag the Court in it
discretion, or with the aid of arbitrator:
appointed by it, may determine), shall be
oredited first in the acocomni of imberest; anc
when any payment is mose than sofficient fic
discharge the balance of interest dme ab the
time it is made, the residue of such paywmen:
shall be credited to the debtor in the aceenn
_of principal ;

{f) the amounta of prmmpal and interes
shall be made up o the date of instituting the
suit, and the aggregate of the balames- (if any
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appearing due or both such accounts against
the debtor on that date shall be deemed to be
the amount due at that date, except when the
balance appearing due on the interest-aceount
exceeds that appearing due on the prinoipal
agcount, in which case double the Ilutter
balance shall be deemed to be thi amémmnt then
Jue.

CHAPTER Ii1,
ProvistONs REGARDING AGCOUNT.
(I) A creditor shall in order to comply “with
the provisions of this Act :—

_{a) regularly record and maintain wn account
for each debtor separately, of all transactions
relating to apy loan advanced $o that debtor, in
sach manner ag the Local Governmewt wmay
prescribe ; '

(%) furnish each debfor every three months
with a legible statement -of acoount ®igmed by
the oreditor or his agent, of any balance or
amount that may be outstanding against such
debtor on the 31st day of March, 30th day of
June, 30th day of September and 31st day of
December in each year. This statement of
account shall include all transactions relating to
the loans entered into during the three months
to which the statement relates, and shall be sent
in gdch manner and in such form with such
-details a3 the Looal Grovernment may presoribe,

on or before the 31st May, 31st Asgust, 30th

November or 28th February in the case of any
balanoce outstanding on 31st March, 30th Juns,
-80th September and 81st December respestively.
Euwplanation.—() The Local Goverament shall
rescribe the forms and numerals in which the
wccounts required by this section are to be main-

- fained and furnished and the creditor shall, at bis
own option, use one of the following languages
and soripts, namely,—Hnglish, Gujerati, Sindhi,
Marathi;, Urdu,” Modi or Hindi; previded. shat. if

Duty of
creditor to
maintain
and furnish
soconiis.
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the debbor in writing demands that the account be
furnished in any one of the above scripts it shall
be supplied to him in that seript at his ‘cost accord-
ing to the scale presoribed ;

(#2) The prescribed accounts shall bDe 80 Kept
that items Eue by way of interest shall be shown
as separate and distinct from the principal sum,
and separate totals of principal and interest shall
be maintained. The creditor shall not, in the
absence of agreement, include the interest or any
portion thereof in the principal sum; and the
principal and interest shall be separately shown
in the opening balance of each new quarterly
account :

Provided that—

(i) if the loan has, since originally - advanced,
passed by mherlta.noe or asslgnment to a deow
or minor, such widow or minor shail not be
bound to maintain and furnish the account pres-
cribed by this clause for a period of thrae months
from the date of such passing; .-

(ii) nothing in this clause shall be deemed to_
lay upon any person the duty of maintaining and
furnishing the prescribed account in the case of
a loan wherein the tifle to recover is subd judice
between two or more persons claiming as creditors
adversely to each other unless and until the title
has been finally decided- by a Court of competent
jurisdiction. -

(2) Entries in the account prescrlbed unﬂer.
cla.use (a) to sub-clause (I) shall be deemed to be
regularly kept in the course of business for the
purposes of section 34, Indian Evidence Act, 1872, ! °f
and copies of such entries certified in such manner *
as may be prescribed shall be admissible in evidence
for any purpose in the same manner and to the
same extent as the original entries.

Emplamtm —A person to whom a staﬁement oi
acoount has been sent under clause (b) of sub~
clause () shall not be bound tq acknowledge of
deny its correctness and his failure to protest shail
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nof,. by. iteelf, . be deemed to ba. ap ¢ admisgion of
correotness of the a.ccount.

8. Notwithstanding anythl.ng cont;amed in any
other enactment in force for the time being—: .

Penalty for
non-compli
anhce with

(«) In any suit or proceeding relating to a loan, Brorsious

the Court shall; before deciding the claim on the
merits, frame and: decide the issues whether the

creditor has. complied. with the, provisions of .

 gub-clauses (a) a.nd (&) of section 7.

(8) It the Court finds that the provisions of:f

clause 7 (I) (a) have not been complied with by
the creditor the Court shall, if the plaintiff’s claim
is established in whole or in part, disallow the
whole or -a portion of the interest found due, as
may seein reasonable to the Court inn the sircum-
stances of the case and shall disallow costs; -

(c) If the Court finds that the provisions of
seabion 7 (1) (&) have not been comphed with by
the creditor, the Court shall, in computing the
amount of interest due upon the loan, exclude
every period for which the creditor failed
duly to furnish the account .as requlred by
seotlon 700 B); ~
Provided that, if the creditor has a.ﬂ;er the tlme
prescribed in that sub-clause furnished the account,

and the plaintiff satisfied the Court for not furnish-
ing it earlier; the Court may,. notwithstanding
such omission, include any such. period-or periods
for the purpose of computing the interest. - :

Ea:planatﬁon —A person who has kept the

account and sent his quarterly statements of.

account in ‘the form and manner prescribed in
section 7 (1) (a) and (&) shall be held to have
complied with the provisions of these sub-clauses

in spite of errors and omissions, if the Court finds.

that the errors and omissions are accidental and not

intentional or material and that the accounts have
been kept in good faith with the intention of’

somplying with the provisions of thesé sub-clauses.’

9. 'The provisions of this Act shall not apply t.e
any loan advanced before the commencement of
bthis Aot ; provided tha$, if any fresh transaction

v—14

Savingw,



44

Potvers of
Liocal Govern-
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relating to & loan advanced befdre the commence:
ment of this Act is made after the commencement
of this Act, such transastion shall be subject to fhe
provisions of this Aect.

10. (I) The Local Government may make rules

ment to make 11O Inconsistent with thia Act for the purposg o

rulea.

carrying out all or any of the provisions of thig Aoct.

(2) In particular, and without prejudice to the

senerality of the foregoing power, the Local Goverg-
ment may wake rulee— - - -~ - o

~ (#) prescribing the forms of numerals to° be

- (#5) presoribing the manper in which the
account required by section 7 (I) (b) shall be
furnished by the creditor to the debtor, the forms
to be used and the details to be embodied theré
in, and the scale of cost to be paid by sucl
debtors as may demand that the account requirec
by this sub-clause be furpished in one of the
scripts specified in Explanation (i) of this sub
clause ; g : I :

Provided that, before making any rules unde

-1e provisions of this clause, the Local Governmen:
shall publish by notification a draft of the proposec
rules for the information, of persons likely to be
affected thereby at least six weeks before & meeting
of the Bombay Legislative Council. The Locs
Government shall defer consideration of such rules
until after the meeting of the said Couancil nex!
following the publication of the draft in order tc
give any member of the Council an opporbunity
introduce & motion for discussing the draft..

STATEMENT OF OBJECTS AND REASONS,

Reasons.—Despite the steddy growth of the Co-operamve
vement in the Bombay Presidency, professional money-
ders known as Sawkars flourish in every town and village
the Presidency. Except for a small proportion of ther
10 are honest, a very big number has acquired a reputatios
* dishonesty, usury and other malpractices easily prae:

used on the illiberate, poor -and labouring classes. It in
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common - knowledge that interest at fncoumscionably high
rates Tanging from 24 to 300 per cent. is charged by many
such money-lenders who induce people to borrow, deduct
firgt®month’s interest from the principal before issuing the
losan and recover. the dues under threats of violence. No
doudt, the Usurious Loans Act, passed by the Imperial
-Legmlature in. 1918, provides a legal remedy, but this
applies only to.snch cases of usury as are refaggd to courts
(&L&W Many of the monay-lenders ma.mpula. aocounts qf
loans in such an ingenious mapner as to evade the provi-
sions of the Usuorious Loans Act. Numerous ocases of
substantially unfair trapnsactions, however, do not Qoxxua
before courts of law not merely for economic reasons but
bedsuse the pifv‘t helpless people are afraid of harassment
and victimisation by their creditors. -Censequently;
thousands of people belonging to the agricultural and
labouring olasses remain in life-long mdebtedness almOst
invariably to the same money-lenders.

This Bjll is thus & gecessary adjunct 40 the Usunouﬁ
Loans Act. Iis purpose-is to exercise a legal check upon
unscrupulous money-lenders &% also upon reckless borrowers
who habitually indulge in the delight of borrowing. o

The Billis thus designed to control the professmn oi
money-lending which has adwnittedly assumed a menacing
aspect in this Presidency, and this fact jusbifies the. e&rl_y
introduction of this méllsure of sooial legislation.

Obywts —The .objects of the Bill are expla.}ned in hhe te:
a}auses :

Glaz&ss L -;wSpeclﬁés ﬁhe title, - extent amd date ﬂf oeni
'menoement of the Aot.

Clause 2.—Contains- definitions of terms and expresslom
used in the Bill. A

Clauses 3 go 6.——Contain provisions as regards particulas
suits, the points that the Court has to take into account ir
debermmmg certain cases of loans, and the mode of taking
account in respect of loans. '

Olause 7.—Lays down the duties o} the creditor to main
tain simple but orderly account in the forms and numerals
prescribed by the Government and to send to  ever)
debtor a periodical extract from these books showing th
debit and oredit items separately in respect of principal an¢
interest, the rate of interest charged and the balance dune

. a.t',_
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The underlyingTobject ot this procedare is to serve as a
means of reminding the debtor of the dues and of enabling:
the oreditor o recover the dues before they swell into a big
-amount.” With due regard fo the legal-rights of ®he
creditor, sub-clause (2) of the clause provides that for the
purposes of section 34 of the Indian Evidence Act, LAE2,
certified copies of the accounts statement shall ba desmed by
& court of lawgas admissible in evidence of the transaction.
With 'an ey® to the debtor's interest, the Explanation pr

vides that his failure. to protest - agﬂnst the  dreditor”

statement -i8. nok nantamaunt to . a:dmtaswn of _the
correctness of tbg aooount. | S o s

Q’lause 8—The Court derives - its sanﬁlon from this
c(lause to impose g penalty on $he creditor for non- compliance
with the provigions of clause 7 by disallowing the whole or
a . portion of the ipterest found due, as.may seem reasonable.
Here regard is had#4o a..rudimentary principle of law that
the penalty for breach should be sufficiently severe to make
complinnce  worthwhile, The oMuse also autherises the
Court to allow due interest to the creditor in certain bona
fide cases ‘where his errors andomissions in ca.loul&tlon have
been Tound to be accidental a.nd not materm.l “

Clause 9.—Is a. savmg clause which is necesaaﬂ:y to
axempt loans advanced before the commenoement of epera.-
tion of this measure. . .

o » ST

- lause 10,—This contsing  the necessary provmlone

_ ior the rule-making power of the Government under the

Act, and for the privilege of the Bombay Legislative Council

to dincuss the draft, yules under the Aok bsfore the same
s adonted and given effect fo.

{Signed) Byrp Musawas, M.L.O

J. B "DHURANDHAR,
Acting Secretary to the Legislative Counoil
of the Governor of Bombay.

Bombayv, 10th April 1934,



OPINIONS ON BILL No. VII OF 1934
(4 Bill to requtareghe money-lending business)
UFFIGIAL OPINIONS.
No. 3499 dated the 20th October 1934.
From\'—M: \é. B]:Iave, Esq.;-LL.M., District Judge, Thana ;

To—The Acting Secretary to the Legislative Council of thGoverner
of Bombay.

Subject —A Bill to-regulate money-lending business.

’, ““ With reference to your letter No. 777 dated 5th September
1934 requiring my opinion on the Bill to regulate the money-
lending * business introduced by @¥yed Munawar, Esquire,
M.L.C., I have the honour to express my opinion as follows :—

The object of the Bill appears to be €o deal.with the class
of money-lenders who have acquired a reputation for dishonesty,
usury and other malpractices-easily practised by them on the
illiterate, poor" and labourmg classes. The fact that this
evil ig in existence and it requires some remedy cannot be
loubted ; but the difficulty is to devise a remedy which wouldl
araf}icate this evil. IR O C

In the first place I have to observe that there are a large
number of cases in which the usurious moneydenders like
Pathans' and others who take u?e advantage of illiterate
and ignorant debtors never go to the Court of law. For cases
of this sort any legislation intended to enlarge the powers
of a Court of law for dealing with such matters woulgd not
prove effective. So legislation of this sort whigh is intetded
t6 enlarge the powers of Courts in dealing with these matters
can affect only those money-lenders who have to rvesort 34
& Court of Jaw for purposes of enforcing their bonds angd
promissory notes. 8o legislation of this sort would in any
case be only a partial remedy. If any legislation is to be
undertaken to eradicate the evil its provisions must be such
that they would have both g;eventive and curative effect.

As regards preventive legidlation, it could be effected ,only
by empowering executive officers to keep supervision and check
over the coercive methods-used by heartless money-lenders
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like Pathans and others of the same category whe resort to
threats and even to violence in order to extort money from
the poor and unlucky debtors who happen to go within their
clutches. In such cases legislation enlarging the powers of
a Court of law would prove quite ineffective. Hence the bill
now brought forward would only touch the fringe of the subject,
because my experience is that there are more cases of this
sort which do not come to a Court of law as compared to cases
which come to a Court of law.

Now as regards the debtors also, there are two classes:
Firstly, those who by sheer poverty and want are forced'to
borrow at high rate of interest, and secondly, those reckless
spendthrifts who borrow simply for the gratification of their
vicious tendencies and have to pay high rate of interest because
nobody would risk his money in the hands of a reckless spend-
thrift unless he has chance of recovering something
extraordinary by way of enforcing the obligation. Tt is
impossible to remedy the evil in the latter class of cases by
any legislation. The improvement could be brought about
in such cases only by spread of education and by raising the
standard of their character and their morality by the social
workers. ‘

Thus it follows that preventive and remedial measures by
way of legislation are necessary in the case of really poverty
stricken debtors who have to goin the clutches of grasping
money-lenders out of sheer poverty and want. For debtors
of this class the preventive measures would be to establish
co-operative banks on sound economic lines where they can
get loans at moderate rate of interest. But in such cases
though the co-operative quovement has been tried as an
experiment to a certain extent in this Presidency, the results
have been apparently not encouraging because of the fact
that it 1s difficult to get honest men in small villages to manage
small societies ; and here the fault lies in the people themselves
and 1t could be remedied only by education and by raising the
standard of character of the community by social uplift.

Then as regards the remedial measures in cases of this sort,
legislation enlarging the powers of the Court in dealing with
such matters is the only remedy that is likely to suggest itself.
But the most difficalt problem i, to devise legislation which
in practice would prove really effective. The difficulty in
drafting any Bill on this subject lies in the fact that any pro-
visions intended to keep check on the methods of money-
Jendersare likely to be defeated in practice by the money -lenders
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conforming to the letter of the law without actually dis-
closing the real nature of the transaction. Then here also
the ignorance of the debtors and the difficulty of obtaining
evidence to be placed before the Court are serious drawbacks
which come in the way of a Court of law in dealing with the
matter in a satisfactory way. It could be said that no amount
of legislation can protect a fool or an ignorant person who
voluntarily goes in the clutches of a cunning gnd shrewd money-
lender. Hence legislation of this sort would only operate
as a partial palliative than a complete remedy for such evils.

With these principles in mind if we look at the present
Biil it will be seen that it is not likely to prove effective at
all in practice and perhaps the remedy suggested in this Bill
would prove worse than the evil and it would bring about
considerable handicaps in the way of honest creditors who
deal with their debtors squarely and fairly.

It has to be noted that under Chapter IT of the Deccan
Agriculturists’ Relief Act in so far as a suit of the description
mentioned therein the value of the subject-matter of which
does not exceed Rs. 100, even non-agriculturists get advantage
of those provisions. 8o the provisions of section 3, clause 2
practically overlap the provisions of Chapter 1I of the Deccan
Agriculturists’ Relief Act with the only difference that the
limit of the subject-matter of the suit is raised to Rs, 1,000.
Practically the provisions of the first few sections of the Bill
are simply an imitation of the provisions of the Deccan Agri-
culturists’ Relief Act so as to make them applicable to non-
agriculturist debtors. But in this connection the Usurious
Loans Act X of 1918 also contains analogous provisions and
it seems to me that this Bill is not likely to advance the cause
of the debtors any further than the provisions of the Usurious
Loans Act and the Deccan Agriculturists’ Relief Act as they
are in force.

The provisions of section 7 as regards the rules requiring
the creditors to keep accounts in a particular manner and
requiring them to furnish extracts of accounts to the debtors
at periodical intervals, appear to be quite well on paper;
but in practice it is not likely to prove effective because under
the present circumstances it is the experience of the Courts
in administering the Deccan Agriculturists’ Relief Aet that
the creditors and money-lenders are astute and clever enough
to manipulate their accounts m such a way as to conceal the
real nature of the transaction from the Court, and the Courts
have in many cases to ignore the entries in the accounts and
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to come to a conclusion as regards the real aspect of the
transaction by indulging in surmises and inferences which are
more or less based on the experience and common sense of the
Judge having regard to the circumstances of the parties and
the local prevailing conditions as disclosed in the evidence,
So these theoretical provisions which appear well on paper
would rather prove a handicap in the way of free money-lending
by honest creditors to honest debtors who also would come
under the provisions of section 7. Any experienced Judge
who has dealt with these matters can easily say that it is not
difficult for a money-lender to manipulate accounts just tc
guit the requirements of any eompulsory provisions of law
which might be laid down without disclosing the real nature
of the transaction. Hence no good purpose is likely to be
served by the provisions of section 7 of this Bill. So section 8
which requires a Court before deciding the elaim on merits
to frame and decide an issue whether the ereditor has complied
with the provisions of sub-clauses (@) and (b} of section 7
would simply encourage indulgence in litigious tendencies
and give a long rope to the pleaders to indulge in lengthy
arguments so as to take up time of the Court unnecessarily
without any useful result so far as the disclosure of the real
aspect of the transaction is concerned.

Further T have to point out that provisions of section 4
are likely to prove an encouragement to dishonest debtors
to put difficulties In the way of his creditors because it lays
down that a suit for recovery of money loans shall be brought
within the local limits of whose jurisdiction the Defendant
resides. In the case of labour population it might become
easy for a Defendant to shift his place of abode from time
to time so as to put difficulties in the way of creditors and
to Plead want of jurisdiction in the Court, where the creditor
acting on the information or on the fact of his residence at
a particular place might institute a suit in a Court having
jurisidiction with reference to the place of residence. It has
to be noted that in this section the words ¢ ordinarily resides’
have not been put in. So these provisions would come in
conflict with the provisions of the Civil Procedure Code in
this respect and it seems to me highly undesirable that this
sort of provision which comes in conflict with the Civil Procedure
Code should be enacted without any adequate advantage.

This bill is likely to prove a considerable handicap on free
dealings between honest creditors and honest debtors without
any advantage of bringing about & check on the methods



of unserupulous money-lenders and improvident dehtors.
In fact the present draft is so materially defective in many
respects that if at all any legirlation on the basis of the prineiple
of this Bill is to be undertaken practically the whole of the
Bill will have to he redrafted with substantial modifications
in each and every provigion of the same. Tt is my firm -con-
viction that if any preventive measures are to be resorted to.
then it 1s the executive officers who can deal more effectively
with the unserupulous money-lenders who practise their trade
in different localities, if they are empowered by law to keer
a scrutiny and watch over their doings and to offer protection,
to the poor debtors who are coerced by such money-lenders
by use of threats and violence and who have not the means
to resort to a Court of law. Possibly the system of issuing
licenses to professional money-lenders of a particular class
and to prohibit money-lending by a particular class of people
in a particular local area except under a license might prove
somewhat useful, if the power to keep a check and scrutiny
over the doings of such money-lenders is left in the hands
of an executive officer of high status like the Collector or the
Asgistant Collector.

I am therefore of opinion that this Bill is not likely to serve
the purpose for which it has been introduced.”

No. 1016 dated the 6th October 1934.
From—D. V. Vyas, Esquire, 1.C.S., District Judge, Nadind;
To—The Secretary, the Bombay Legislative Council, Poona.

“ With reference to your letter No. 777 dated 5th September
1934 on the subject noted above, I have the honour to state
that the Bill to regulate the money-lending business is based
principally on some of the provisions of the Deccan Agricul-
turists’ Relief Aet XVII of 1879. Sections 3, 4, 5 and 6,
and 7 of the Bill respectively correspond to sections 3 (w),
11, 12 and 13, and 65 and 66 of that Act. The Bill does not
empower the Court to reduce the stipulated rate of interest
though it gives relief to debtors agathst compound interest.
The Usurious Loans Act X of 1918 enables the Court to allow
less than the stipulated rate of interest and applies to trans-
actions secured by immoveable property.

2. Interests of debtors, both agriculturists and non-
agriculturists, are adequately protected by the Deccan
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Agriculturists’ Relief Act and the Usurious Loans Act, Under
the proposed Bill debtors in villages would not be able to secure
small lonns easily. The duty cast upon creditors of maintain-
ing accounts and furnishing them every three months to debtors
would make them reluctant to enter into small transactions
with debtors unless the latter pledge ornaments and pay high
rate of interest.

3. Ir the case of non-agriculturists debtors the onus to
prove want of consideration lies upon them. Some of ther
such as labourers mizht be illiterate and so unable to discharge
that bwden. In such cases the Courts might be empowered
to call upon the creditor to prove consideration. A general
provision as 1s enacted in sections 5 and 6 of the Bill of
requiring creditors to prove consideration in all cases against
non-agriculturists would inerease the work of the Court and
might delay the disposal of suits.

4. Sections 4 and 8 (b) of the Bill aflect the provisions
of sections 20 and 35 of the Civil Procedure Code which is
an Act of the Indian Legislature.

5. Bar Associations of this district are unanimously against
the Bill and T agree with them. Their replies are forwarded
herewith.”

Letter dated the 20th September 1934.
Fron-—The Honorary Secretary, Bar Association, Nadiad.

A Bill to regulate the money-lending business.

1. The object of the sponsor of this Bill i1s laudable. He aimes at
putting a check on the unscrupulous methods of the money-lenders
and also at discouraging reckless borrowing.

2. Thus it is import.nt to look at the text of the Bill and to gauge
its effect on the money-lenders and the borrowers.

3. The effective sections of the Bill are sections b, G and 7. Section 5
prescribes that the Court shall inquire into the hlstory of the transactions
between the plaintifi and the defendant when the latter is a debtor
within th2 terms of this Act. The object of this inquiry is to find out
any legal defence to the suit and to take accounts. This section enables
the Court to wnearth any, unscrapulous method adopted by a money-
lender. Whis is a good safemlarrl for an illiterate debtor who may not
be an agriculturist.

4, Bection 6 of the Bill gives effect to the law of Damdupat, which
is hereby made universal by this section. It tends to make compound

interest an obsolete matter. Thus this section will entail a great loss
to the money-lenders and a great gain to even non-agriculturists.
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5. Section T of the Bill tends to affect the indigenous boolk-keeping,
It would revolutionise this art and entail unbearable hardsh’p on the
genuine money-lenders.

5A. Xeeping separate accounts and submi‘ting quarterlv reviews
for agriculturists and non-agriculturists, illiterate and literate debtors
whether owing a petty sum or a thousand is an expensive ard tedious
task. It is bound to increase the work of every money-lender to such
an extent as to increasc his staff by one well paid clerk for this purpose.
This will tend to dissuade small ‘'sum monev-lending and increase the
rate of interest.

6. Section 8 is a penal clause and the form of penalty would reduce
the money-lending business.

7A. Tt is well-known that in the Kaira District the chief class of
money-lenders is the Bania. Second to him is the Patidsr. Many
of the well-to-do agriculturists in this district are Patidars. And they
indulge in money-lending also. A good amount of this business is in
their hands. Their object in money-lending is more often than not
huying over the debtor’s land. This class of money-lenders in the
district ekes out at present its agricultural income by indulgence in
this business. The provisions of section 7 will force a majority of them
to give up this side-business and finally fall back upon agriculture as
their principal and only source of income. It will not avail to argue
that the definition of creditor given in clause {B) of section 2 will save
this class from the clutches of this Bill.

7B. The Bania money-lender in this district would not stand the
general and sweeping charge of unscrupulousness and highhandedness.
The prevalent rate of interest-in this district varies between 12 and 24
per cent. Rarely a case comes up where the rate of interest is 36 per cent,
Ou the other hand the Deccan Agriculturists’ Relief Act afiords sufficient
and full.relief to the agriculturist-debtor. It canunot be claimed for
this Bill that it goes bevond the Deccan Agriculturists’ Relief Act in
giving relief to the dehtor. So the Agricultumst-debtor has nothing
to gain ; but as an effect of this Bill he has every reason to fear increasing
hardship in obtaining money on personal credit as shown in pare graph 8.

As for the non-agriculturist-debtor there 1s the Usurious Loans Act
of 1918. If that Act does not give relief against compound interest,
it helps the debtor more effectively by allowing Iim lesser rate of interest
than agreed to. This Act does not give the Court this right to reduce
the rate of interest. Further the Act of 1918 is superior to this Act
in its all embracing character. Tt applies to iransactions secured by
immoveable property.

And the benefits conferred by ihis Bill on the non-agriculturist-debtor
are more formal than effective. They are more than counterbalanced
by the evil effects of the Bill. The increase in the rate of interest and
the immense hardship of having to borrow on securitv are such fearful
consequences a3 to subdue enthusiasm of the poor non-agrieulturist-
debtor of this district for this Bill
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8. The Bill does not apply to money borrowed on security of
‘immoveable property. Hence its evil effect will be seen in the decrease
of money-lending on personal secarity. At present the money-lender
is not in a haste to demand the poor debtor’s immoveable property at the
first or even for a few transactions, but hereafter he will no doubt he
tempted to lend on security of the debtor’s lands and thus get out of
impositions under this Bill. Thus the Bill will accelerate the transfer
of lands, ete. into non-agricultural hands. This may be termed as the
most dreadfal evil of the Bill.

9. Shrewd money-lending is never reckless. It is the borrower
who i8 incalculative, speculative and heedless. Nothing can stop him
from borrowing, not even exorbitant rate of 24 per cent. interest nor the
necessity to pawn his whole property. Bearing this in mind, and adding
to it the advantages given to the debtor—be he a non-agriculvurist—by
way of simple interest, quarterly accounts, and scrutiny by the Court of
its own accord, and the application of the rule of Damdupat-—be he
a Hindu, Muslim or Jew, or Christian—this Bill instead of putting
a check on reckless borrowing will increase ten-fold his desire to
berrow.

10. 1t is a matter of regret that the Bill does not tackle the evil of
Pathan money-lending Class. It will not affect these money-lenders
because this class seldom goes to the Court. We have never heard of
a Pathan going to Court for realizing the money lent.

11. We take this opportunity to declare that the Bill will double the
work of the Civil Courts.

12, The words ‘ Money lender ' * Creditor * and * Debtor * should be
defined in such a way that petty transactions between persons to oblige
one another may be excluded from the operation of this Act. The bill
a8 framed will eause great hardship to petty money transactions.

13.  Finally section 4 of the Bill tries to restrict the scope of section 20
of the Civil Procedure Code, 1908, Tt is not competent to the Local
Legislature to affect the Civil ProcedureCode, 50 also section 8, clause (b)
affects the provisions of section 33 of the Civil Procedure Code.

Similatly provisions of section 6, preceding clause (¢} violate the
principles and the scope of the Indian Contract Act.

In view of these technical defects it would be more a.dwsable to leave
this measure for legisiation by the All-India Legislature.

14, On the contrary it would suggest that something should be done
on the following lines. It would be a boon to every money-lender to
give a note of every transaction signed by him to every one of his debtor
at the time of the transaction even without asking for it. Failure to
give a note should entail on him the punishment provided for failure to
give receipt for payment of money. This is all that we want. For it
will then be in the interest of the debtor to preserve these chits. This
method 13 certain in its effect, less expensive and has its immediate
usefulness if the debtor rmefls any fraud,
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(2) The establishment of the Land Mortgagé Bank by the Government.

This Bar Association is further of opinion that measures of this
character instead of giving relief to debtors would affect their interest
adversely as has been found by experience in the case of Dekkhan
Agriculturists’ Relief Act. And this Bar Association would welcome the
repeal of that Act in the ultimate interest of poor agriculturists
themselves,

15. In the end, in view of the special conditions of this District as
shown in paragraph 7 above, and inasmuch as this Bill tends to increase.
the rate of interest consequent ugon the reduction in the number of
money-lenders and increase in the cost of the money-lending business,
both resulting from the operation of section 7 of the Bill, and inasmuch
as it tends to accelerate the transfer of lands into the hands of mnon-
agriculturist money-lenders, and tends to affect the simple-indigenous
system of book-keeping, and finally inasmuch as it does not put a check
on the reckless borrowers, ““ who delight in borrowing ”

This Bar Association opines that this Bill is not suitable to this Distric
and it does not lend its support to it.

Letter, dated the 20th September 1934,
From--The President, Bar Association, Borsad ;
To--The Subordinate Judge, Borsad.

“ With reference to the Distriet Court endorsement No. 934 of 1934
of the 14th instant below No. 777 from Acting Secretary to the
Legislative Council I the undersigned have the honour to submit our
opinion as under :—

The Bill in question is not suitable to the existing condition of the
debtors and creditors both. The Bill seems to be an extension of
the Dekkhan Agriculturists’ Relief Act with stricter provisions to the
non-agricultural classes, According to the known canons of law
the debtor is bound to repay the money and nowhere it is provided
that creditors should submit statements of accounts to the debtor as
suggested 1n the Bill.

That clause would operate as a hardship on the money-lender and
seems highly impracticable and unworkable.

. In villages there are illiterate petfy money-lenders who cannot be
expected to keep regular books of accounts and submit statements.
The tenor of the whole Bill is such as to put a stop to money-lending
in villages and thereby create hardship on them. Such a statute is
undesirable.”

aMo-m1 Bg Hb 103—2
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Letter, dated the 19th September 1934.

From—The Joint Honorary Secretary, Bar Association, Umreth ;

To-—The Subordinate Judge, Umreth.

“ As regards the Bill of the Money Lenders Act referred to the Bar
Association for its opinion, the members of the Bar are of opinion that
this act 13 not at all necessary in this Districi looking to the rate of interest,
contest in money suits and transactions which take place in this District.
‘The people are not so illiterate as they may not understand their
own interest. If this act is introduced the money-lending business
would bhe more affected and the people are likely to suffer as nobody
will be inclined to lend money. The Dekkhan Agrienlturists’ Relief Act
is in force in this District and the interest of those persons who deserve
such safeguards is protected. Also the work of the Court will be much
increased and hampered.”

Letter, dated the 24th September 1934,

From--The Secretary, Bar Association, Kapadvanj ;
To—The Subordinate Judge, Kapadvanj.

“ Being asked to submit our opinion to the desirability of the provisions
of the Bill No. 7 of 1934—A Bill to regulate the money-lending business—
we beg to submit as under :—

In our humble opinion, the Bill is likely to do more harm than good.
No doubt there are instances in which unserupulous money-lenders
do try to take advantage of the debtors’ position and needs, but then
on the whole. the money-lending business in the Mofussil is not at all
prosperous now-a-days. If we compare the loans, we might better
say deposits that floek to the Banks and to the gilt-edged securities
with those in past times we will at once be convinced of the correctness
of the submission. The Income-tax authorities can also bear testi-
mony to the correctness of the above opinion. The Bil, if passed in
law, will make the position of the poor and needy, worse than before.
There are sufficient safeguards for the agriculturist-debtors m the
provigions of the Dekkhan Agriculturists’ Relief Act. The definition
of an agriculturist 1s extremely wide. Tt is so wide that even those who
have sucked the blood of th@ agriculturists by having their lands, can, as
debtors, take advantage of the provisions of the Dekkhan Agncultumts
Relief Act.

The provisions of the Usurious Losus Act and of the Contract Act
help to a great extent the cases of those that really require the help
at the hands of the Court, Further provisions like those of the Bill
are therefore not necessary. The opinion that the Usurious Loans
Act does not mitigate the mischief, Is in our humble opinion, incorrect,
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If it be said that these provisions can be avoided, it is elear to us that
the provisions of the present Bill also can be avoided in a number of
ways. We are therefore emphatlcally of opinion that the Bill need not
be passed into law.”

Letter No. 113, dated the 26th September 1934.

From—A. A. Badshah, Esqoire, B.A., LL.B., Subordinate Judge,
Kaira ;

To—-The District Judge, Nadiad.

 With reference to your endorsement No. 934, dated the 14th inatant,
helow the Acting Sccretary to the Legislative Council of the Governor
_of Bombay’s letter No. 777, dated the 5th instant, I have the honour
respectfully to state that T have consulted the Bar Association of
Kaira and they have submitted the following opinien upon the said
Bill :—

2. The Bar Association at Kaira is of opinion that this Bill is not
at all necessary, because the Dekkhan Agniculturists’ Relief Act is in
operation almost throughout the Bombay Presidency and there are
adequate provisions in the said Act for safety of the debtors.

3. It is also of opinion that the small debtors will be put to much
difficulty in securing small loans from Sowcars and that the Sowcars
will demand ornaments etc. as pledge towards the ioans so that the
small debtors will be put to a great hardship and will have to pay bigher
rate of interest. The dishonest and nnscrupulous class of money-lenders
will come in place of honest money-lenders, and this Bill will have no
effect upon those money-lenders.

4. That the system of supplying statement of accounts to the debtors
every three months is very harsh and cumbrous and mutual trust

and confidence between the debtors and creditors will hence dwindle
away.

5. In short the Bar Assoctation at Kaira is of opinton that this Bill
18 not necessary and not at all required.

6. Below are, I respectfully submit, my views on the said Bill.

7. That the said Bill is a wholesome welcome to small debtors who
are not agriculturists. No doubt the Dekkhan Agriculturists’ Relief
Act is applicable to agriculturists but 1 have found that unscrupulous
money-lenders avoid a.dmrttmO’ the debtor to be an agriculturist and
hence he is put to more diiﬁcuity in proving himself to be an agricul-
turist. This Bill which applies to debtors who are indebted to a certain
amount does apply to agriculturists as well as non-agriculturists and
hence this will be beneficial to agriculturists who are denied to be
sgriculturists by unscrupulous money-lenders,
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8. Time is ripe to have such legislation to save illiterate poor middle-
class people who fall prey in the hands of unscrupulous and dishonest
money-lenders who make most out of them. They cannot take shelter
under the Dekkhan Agriculturists’ Relief Act and thus they have to suffer
much. This Act will, in my opinion, put an end to such practices of
the money-lenders and will be greatly beneficial to middle-class people
who very often require loans from money-lenders for their business
or social affairs.

9.  As regards the time of submitting accounts to a debtor in Chapter 3
of the Bill, myv opinion is that the money-lenders should be forced to
submit accounts yearly and not quarterly to the debtors.

10. As regards Clause 8 of Chapter 3 1 humbly submit that the
penalty imposed upon the money-lenders in that Clause is not adequate.
It should be somewhat harsher.”

Letter No. 1252, dated the 20th November 1934.
From—N. 8. Lokur, Esquire, LL.B., District Judge, Ahmedabad ;

To—The Secretary to the Legislative Council of the Governor of
Bombay, Bombay.

“ With reference to your No. 777, dated 5th September
1934, on the subject noted above, 1 have the honour to state
that the Bar Association and all the local Subordinate Judges
here are quite opposed to the Bill No. VII of 1934, and I agree
with them. I doubt the utility or the necessity of such a Bill
in addition to the Dekkhan Agriculturists’ Relief Act and the
Usurious Loans’ Act which enable the Court to give the neces-
sary relief to deserving debtors in suitable cases. The present
Bill is of a sweeping character and applies to all classes of
debtors, irrespective of their education or intelligence. An
educated debtor belonging to one of the most advanced com-
munities can claim the benefit of the Bill, if his income be
less than Rs. 2,000. Such a debtor may even he a Mamlatdar
or a Police Inspector or a pleader. The State 1s not bound
to protect such debtor against transactions entered into by
them with open eyes and after a deliberate consideration.
The duty of the State in such matters would, at best, be to
protect such backward and ignorant debtors as cannot protect
themselves, When clause 5 (A) of the Bill is read with the
Proviso to clause 3, 1t is not clear to whom the Bill is intended
to apply. A debtor may borrow several loans of less than
Rs. 1,000 from different persons, and claim to be a ‘ debtor’
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within the mesaning of clause 5 (A). A creditor may seek
to take advantage of the Proviso to clause 3 by swelling the
sibject matter of his suit to Rs. 1,001. Hven if the original
loan be less than Rs. 1,000 by adding interest, or even fictitions
items, the creditor may avold the provisions of the Bill at the
small expense of paying Court Fees on Rs. 1,001 and defeat
the object of the Bill. Hence it should be the amount of the
loan which should determine the applicability of the Bill
and not the subject matter of the suit. To give the benefit
of the Bill to persons who are neitherignorant nor agriculturists
will not be fair and reasonable. The Bill throws on the Court
the duty of inqmiring into the income of the debtor and
determine whether it exceeds Rs. 2,000. Apart from the
additional burden 1t will throw on the Courts, it will often
be imposstble for the creditor to prove the income of his debtor,
especially in the case of members of joint Hindu family.
Whether the defendant is educated, intelligent and shrewd,
or not, the duty is cast upon the Court by clause 5 to go into
the history of the transaction and see if any defence is open
to the defendant. Clause 6 of the Bill is very drastic and
will result in the cessation of all money-lending business.
Even now several Sowcars have given up money-lending
owing to the provisions of the Dekkhan Agriculturists’ Relief
Act, and this Bill will complete the work of depriving the
needy people of all help from the local money-lenders. It
must not be forgotten that the institution of money-lending
is a necessary evil and should not be annihilated so long as
there is want and destitution.

The Bill does not say what is the reasonable rate of interest.
and it is left to the whims of the Judges, some of whom are
more sympathetic to the debtors and others to the creditors.
The duty of supplying statements of accounts to the debtor
every three months, which is enjoined on the creditor by
clause 7, will prove a great hardship. The debtor is not bound
to acknowledge their receipt, and the creditor may incur the
loss of interest if he fails to prove that he did not supply the
statements. Owing to this fear, he will have to send them
by registered post—with acknowledgment due-—and thus
incur the expense of at least 4 annas every time, or a rupee
every vear and that will go to reduce the interest. This will
be a hardship, especially when the loan is a small one. It
will be enough if he supplies the statement when required
by the debtor. T do not think that the Bill will achieve the
desired object. Even the Dekkhan Agriculturists’ Relief Act
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has proved to be of doubtful utility. What is needed is spread
of education and a wide spread net of well conducted Co-
operative Credit Societies and Land Mortgage Banks within
the easy reach of every needy village.

¥, at all, any help 1s intended to all the debtors with a certain
maximum income, wstead of adding one more Act to the
Stagute book, some of the provisions of the Dekkhan Agricul-
turists’ Relief Act may be extended to manual labourers
having a specified mazimum income, of spectfied Districts
as a trial in the beginning. Though that Act is called the
Dekkhan Agriculturists” Relief Act, it has been extended fo the
non-Dekkhan Districts and there should b no objection to
extend it to non-agricultunsts labhourers. In that case, the
expression ‘ manual labourers’ should be so defined as not
to include those who earn their living by their literary education
or trade.” ‘

Letter No. 2113-A, dated 25th September 1934,

From—R. W. H. Davies, Esquire. I.C.S., District Judge,
Ahmedpagar ; ‘

To—The Secretarv to the Legislative Council of the Governor of
Bombay.

“With reference to your letter No. 777, dated the 5th
September 1934, asking for my views on the Bill to regulate
money-Jending introduced by Syed Munawar, I have the
honour to state as follows :—

2. There can be no question about the desirability of
a measure such as this to protect illiterate borrowers from
the malpractices and exactions of money-lenders but I doubt
if the Bill under consideration will have the desired effect.
[t seems to me to be of little use to control interest unless
means can be found to check the amount actually lent. Tt
is well known that money-lenders make a practice of taking
a bond for double the amount lent. Improvident horrowers
anxious only to obtain mouey urgently needed are prepared

“to sign any document placed before them. There 13 nothing
m the Bill which will have the effect of putting a stop to
such practice.

3. The only slight check that there could be in this behalf,
I think, would be to make the money lendable in the presenca
of the Sub-Registrar and to compel the keeping of accounts.
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I recognise that this would ensure nothing but it might
operate as some check.

4. I may point out that in clause (d) of section 6 of tha
Bill, it is laid down that interest shall be debited to the
debtor at the rate allowed by the Court as ° hereinafter
provided ’ but no such provision is made anywhere in 'the
Bill.

5. The opinion of the local Bar Association on the Bill
will be forwarded later when received.” '

Letter, dated the 30th October 1934.
From—The Honorary Seeretary, Bar Association, Ahmednagar;
To—The District Judge, Ahmednagar.

“This Bill is avowedly being introduced to make provision for
exercising ‘A legal check upon unscrupulous money-lenders, as also
upon reckless borrowers who habitually indulge in the delight of
borrowing.’

Loans advanced by Banks, Co-operative Societies etc., are exempted
from the purview of the provisions of the Bill.

Chapter 2 fixes the limit of the loans to Rs. 1,000 which come under
its provisions. This is merely an extension of the limit of Rs. 100 which
are provided for by the Dekkhan Agriculturists’ Relief Act.

Special feature of this Bill i3 to make non-maintenance of quarterly
statement of account and supplying the same to the debtor penal.

It is highly questionable whether that provision could really act as a
check on the unscrupulous money-lenders and really give relief to or
protect reckless borrowers from the clutches cf the unscrupulous money-
lenders. The provisions of the Delkhan Agriculturists’ Relief Act though
in active operation for the last B5 years have certainly {ailed to relieve
and ameliorate the condition of ignorant and illiterate agriculturists for
which they were specially enacted. Money-lender’s intelligence would
still ind means and ways of evading these provisions as is often done
with respect to the provisions of the Dekkban Agriculturists’ Relief Act.

Further enactments like these, instead of making the condition of those
for whose benefit they are intended better tend to lower their credit,
and thus create great difficuities in the way of their being able to horrow.
In section 2 the word ¢ loan’ is defined but in sub-sections (v) and {v#2)
of that definition the words are very vague and would cause considerable
difficulty and hardship in actual operation. Many of the provisions of
this Bill appear to have heen bodilv adopted from the Deklhan Agricul-
turists’ Relief Act but the penal act (Dekkhan Agriculturists’ Relief Act)
is itself found to have conferred no bepefit. The same will be the case
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with this legislation. We are, therefore, of opinion that this bill is not
advisable in its present form.

Some provisions with regard to the account keeping onght te be
insisted upon but that will be met if all money-lenders who want te
enforce their claims in Court must maintain regular accounts and must
put them before the Court in proof of their claim. This would sufficiently
guard the unwary debtors and save them from the clutches of
unscrupulous creditors.”

Letter No. 3257, dated the 31st October 1934.
From—K. B. Wassoodew, Esquire, LL.B., District Judge, Nasik ;

To—The Secretary to the Leglslatlve Council of the Governor of
Bombay.

“ With referenee to your letter No. 777, dated the 5th
September 1934, forwarding a copy of the Bill No. VII of
193¢—A Bill to regulate money-lending business—for my
views after consulting the Bar Associations of this Distriet,
I have the honour to attach hereto copies of letters received
from the said Associations for your information and to submit
the following observations.

2. It must be commonly agreed that the Bill contains
such sweeping provisions as to make the measure a means of
repudiating solemn contracts. Some of the provisions contain
sach radical alterations in the existing law affecting money-
lending transactions that I might go to the length of describing
them as revolutionary. Such a RBill therefore ought not to
be hustled on to the statute book without very careful and
fullest discussion. The Bill is sufficient to rouse misgivings
and is certainly one of all-India concern ; for 1 have noticed
from the newspaper reports that there are other Provinces
who have made similar attempts through their Legislative
Councils for giving easy relief from debt obligations. It is
therefore necessary to consider the fullest iwpheations of the
Bill.

3. The Subordinate Judges whom I have consulted in the
matter are divided in therr opinion as regards the necessity
and propriety of the measure, some feehng that the provistons
of the existing law with some modifications will afford an
adequate safeguard against the rapacity of usurious money-
lenders ; whilst the others holding that with some alterations
the measure mig ht be suitable. Before proceeding to discuss
the details of the measure it seems to me from the point of
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view of practical economics and experience thdt the complexity
of the problem and the wide issues involved must necessarily
afford a barrier to the satisfactory solution of civic and rural
indebtedness. The difficulty is not soc much legal, for the
Courts of law have merely to administer the laws framed,
ag it is practical from the point of view of the economic life
of the country. The attemnpt made to grapple with the question
of the enormous rural indebtedness is indeed praiseworthy.
But inasmuch as the provisions are based upon views which
might be regarded as idealistic, that characteristic of the
Bill constitutes in my opinion an inherent weakness of the
measure. It i difficult to believe that the proverbial Marwan
money lender must disappear for all time or that any other
suitable agency can be substituted or would invade his pro-
fessional field. So long as the Co-operative movement is in
its infancy the Marwari money lender must be a necessity
to a large section of the community.

4. The provisions of the Bill are largely drafted, with
certain improvements and additional safeguards, on the lines
of the Deccan Agriculturists’ Relief Act, which itself is an
eye-opener to the legislator in enacting laws for the henefit
of the cultivator or improvident debtor. With the additional
safeguards in the Bill one must expect total shrinking of credit
and more ingenious devices to withstand, if not to frustrate
the safeguards proposed. One cannot fail to recognise the
difficulty of the poorer classes to be able to borrow without
security and having regard to the fact that the bulk of the
mdebtedness prevails amongst the working classes who are
improvident and possess no security, one ean ounly imagine
the condition of these classes under the new measure.
Undoubtedly money-lenders’ services to the people have cost
them enormously and although I do not attempt to defend
the evil practices which doubtless have led to economic servitude
and unproductive money lending I strongly feel that by provid-
Ing a barrier against facile money lending, the legisiator if
he thinks that he will succeed in creating an ideal economic
life in the country by reducing facilities for borrowing and
thus reducing the peoples wants, he is clearly mistaken.

5. Regarding criticism on the detalls of the Bill it is difficult
at this stage to pronounce definitely against the practical
working of the provisions, but there are certain criticisms
thereon which cannot be lightly ignored. These criticisms
are contained in the accompanying two representations of
the Bar Associations of Nasik and Malegaon. Mr. Ugrankar
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the Joint Subordinate Judge of Nasik has devoted considerable
time to the examination of the bill and I also append his views
on the subject which are interesting in many respects. He
has indicated how the safeguards of sections 7 and 8 are
illusory. Although one cannot agree with his views that the
safeguards indirectly afford an inducement to act contrary
to the object of the measure, one can readily imagine the
capacity of the persons affected to devise counter measures.
It seems to me that there should be a saving clause in favour
of persons who have already entered into money transactions
and who may have against their will to renew them during
the operation of the Bill if they do not succeed in making
their recoveries. The definitions of creditér and debtor and
the term trader require recasting for they are not clear enough
to prevent complexity in their interpretation. With regard
to the venue of the trial it 1s sufficient to provide that the
suit should be instituted within the local himits of a Court
where anyone of the defendant-debtors may reside.

Letter, dated the 22nd October 1934,
From-—The Honorary Secretary, Bar Association, Nasik ;
To—-The District Judge, Nasik.

In reference to your letter No. 2699 of 1934, a meeting of the Bar
Association was convened on 20th October 1934 to discuss the Bill
for regulating the money-lending business. The debate on it could
not be complete on that day. Hence the general sense of the said meeting
is given below :—

*“The Bill 15 not acceptable for the reasons amongst others given
below :—

1. The definition of ‘debtor’ in clause 5A is defective. It does
not mention the date from which the year of the income is to be counted.
Whether the said year is one unext preceding the date of suit or is
one beginning from or ending with the date of suit transaction is not
clear.

2. The purpose of the bill can be defeated by issuing negotiable
instruments e.g. Hundis.

3. Accounts required to be maintained by creditors under clause 7
are such as can be kept only by persons who are experts in account
keeping. This is expecting too much from ordinary creditors.

4. It would be a hardship to insist upon baving accounts from
widows and minors or other heirs when they do not enter into fresh
transactions.
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5. Furnishing copies of accounts to debtors every three months
would entail heavy expense and inconvenience to creditors, Besides
no provision is made for the said expense in the bill.

6. Creditors would be most unwilling to advance the petiy loans
covered by the bill, when they labour under so many stringent provi-
sions in it.

7. Provisions regarding investigation of the history of transactions
and mode of taking account which are similar to those under the
Deccan Agriculturists’ Relicf Act may with benefit be extended to
non-agriculturist debtors. But the mover intends to enforce the
whole bill and not any part of it.

8. The present strength of the judiciary would have to be increased
fourfold, if the bill is to be made into law.”

Opivdon of the Bar Association Malegaon, dated the oth October 1934 on
the * Bombay Money-Lenders’ Act, 1934.°

1. We agree with the author of the Act that the illiterate poor and
labouring classes, in this Presidency, are helpless vietims to the wiles
and unscrupulous practices of Sawkars. Many of these Sawkars pretend
to keep no accounts and easily swallow the vasul paid by the debtors.
Some of them keep their accounts so ingenuously that the vasul paid
by the debtor evaporates into nothingness; while the double and com-
pound interest realised by them is carefully screened from the eye of
the Court.

2. “The Usurions Loans” affords but an inadequate protection.
We, therefore, welcome the idea of special legislation safeguarding
the interests of helpless debtors. But we are afraid, however, that the
Act is not happily worded and some of its provisions go too far.

3. The definitions of such terms as,

(1) Creditor,

(2) Debtor, and

(3) Loan
are complicated and will create a lot of trouble and unnecessary litiga-
tion, over questions such as (1) whether the creditor advances loan
in a regular course of husiness or occasionally ; (2) whether the debtors’
income exceeds Rs. 2,000 or not; (3) whether the loan is advanced

to a wholesale dealer or not etc. The definitions ought, therefore,
to be simpler.

4. The clauses empowering the Court to investigate into the history
and real nature of the tramsaction are quite welcome,

5. Clause 3 limits the application of the Chapter to suits, whose
subject is valued below Rs, 1,000. We fail to understand the reason
behind this limitation. The creditor may evade this Act by waiting
till the debt piles up above Rs. 1,000 and thus defeat its object.
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6. Clause 4 limits the jursdiction of Courts to the residence of the
debtors. TFhis provision will impede the progress of commerce and
will work undue hardship on traders.

7. Clause 7 perhaps invites the hottest debate, Sub-clause 1 compels
the creditors to maintain an orderly account. This is welcome. But
sub-clause 2 which saddles the creditor with the duties of furnishing
quarterly accounts to his debtors goes too far. This duty will be a job
by itself, to a big money-lender and will make money-lending business
8o onercus that the poor villagers and debtors, in whose interest the
Act 13 framed, will be refused loans in their hour of need. Thus it will
not only create hardship to creditors more than they deserve, but it
will also recoil upon the poor debtors.

8. The penal provisions of the Deccan Agncultunsts Relief Act
against creditors, refusing to furnish accounts on demand and pass
receipts on payment of vasul, may be substituted, with necessary modi-
fications, for this sub-clause.

9. Aithough therefore, we welcome this attempt to protect the poor
and illiterate debtors, we cannot accept it en bloc. We have recom-
mended the necessary changes at their proper places.

Letter, dated the 9th Octoner 1934,

From—R. (. Kashikar, Esqr., and ten others--Members of the
Malegaon Bar ;

To—The District Judge, Nasik.

We the following members of the Malegaon Bar beg to submit our
opinion on the Moneylender’s Bill in the Bombay Presidency.

In the first place we are of opinion that the Bill presupposes that the
majority of creditors are unscrupulous and dishonest, while almost all
the debtors are quite clean and honest in their dealings. We are
unable to subscribe to this view as our experience shows that there are
dishonest creditors as well as dishonest debtors. The Bill appears to be
intended for the Presidency town of Bombay where Pathans and other
repacious money lenders extort exorbitant amounts from their debtors
by way of interest, but if it is extended to the whole Presidency, it
likely to cause grave hardship to the middle class Sowcars.

We take exception to the following provisions in the Bill :—

(1} Suits should be instituted ir the Court in whose jurisdiction the
dehtor resides,

{2} The creditor must furnish every three months the statement of
account of the debt with interest to the debtor.

(3) Interest should not be allowed to the creditor for the period for
which no such statement is given to the debtor.

(4) The definition of the *¢ debtor 7.
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In this conpection we humbly suggest that the word “ debtor  should
be defined as a person who borrows a loan not exceeding Rs. 500
instead of Rs. 1,000.

For all the reagons detailed a.bove we ecannot give our approval 1o
the Bill and it is quite unacceptable in the form in which it is presented.

No. 1302, dated the 5th October 1934.

From—D. R Ugranksr, B.A., LL.B., Jomt Subordinate Judge,
Nasxk

To—The District Judge, Nasik.

With reference to your No. 2699 of 1934 dated 13th September
1934 1 have the honour to submit my views on the Bill No. VII of 1934
as follows,

2. In the statement of objects and reasons it 1s stated that this bill is
intended to be an adjunct to the Usurious L.oans Act and to serve two
objects, viz. (1) to exercise a legal check on unscrupulous money-lenders ;

{2) to exercise a legal check on reckless borrowers who indulge in the
delight of borrowing., Sections 4, 5 and § are exactly similar to
sections 11, 12 and 13 of the Deccan Agriculturists’ Relief Aet. Section 7
relates keeping of aceounts and giving quarterly statements of accounts
to the borrowers. It differs only in few respects from sections 64, 65 and
66 of the Deccan Agriculturists’ Relief Act, viz. (1) writing of accounts
in certain language only ; (2) the statement to be given is quarterly
and without demand. Section 8 prescribes the penalty. Thus broadly
the mover of the bill wants a wider appiication of the Deccan
Agriculturists’ Relief Act. This can be done by appropriate amendment
or recasting of the Deccan Agriculturists’ Relief Act, itself.

3. Experience however has shown that the money-lender has found
several ways of avoiding the provisions of the Deccan Agriculturists’
Relief Act and the task of unravelling the truth and administering
justice under that Act has been rendered more difficult. At the same
time the agriculturist has Jost all personal credit. T am afraid this
additional piece of legislation will lead to simiar resalts. The
provisions of sections 7 and 8 willnot actas a deterrent. An unscrupulous
money-lender will keep a separate set of bogus account-books and give
statements of accounts therefrom compelling the needy borrower to
accept them. In fact the mover has apprehended this and therefore
put in the explanation at the end of section 7. In fact sections 7 and
8 do not meet the real need at all.

4. The provisions in sections 3 to 6 of the bill far from checking
reckless horrowing are likely to induce it. The greater the number of
statutory saleguards giving a sense of security from being deceived, the
greater is the inducement to borrow without an eye to the consequence.
The Decean Agriculturists’ Relief Act has in course of time led to the
same result. I think that is but natural. Spread of literacy and of
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ideas of sound healthy economic living only can ween the classes of
people whom the mover of the bill has in view from reckless borrowing
for marriages, mohuturs, obsequies and such other purposes.

5. TheDeccan Agriculturists’ Relief Act has entailed additional work
on the Subordinate Judiciary. The extension of its provisions relating
to money suits to the large class of people whose annual income is any-
thing up to Rs. 2,000 and who may borrow up to Rs. 1,000 (See clause HA)
and to their dependents is likely to increase the burden on Judges and the
quantum of work in the subordinate courts. That is to my mind a highly
undesirable thing in the present days of retrenchment and economy.
An overworked judiciary can hardly be expected to devote that amount
of careful serutiny to the investigation of each case, which the mover of
the hill evidently desires. It has been made out that the Usnrious Loans
Act is not availed of by Judges in proper cases. EKven i it is not, atten-
tion of the Sub-Judges and also the bar may be drawn toits provisions by
a fresh circular (This was Ithink done about 3 vears ago, when 1 wasin
the Poona District). The Usurious Loans Aet gives ample discretion to
courts to be used in proper cases. I see no reagon why the compulsory
provisions of sections 11, 12 and 13 of the Deccan Agriculturists’ Relief
Act which was enacted to meet a particular sitnation in whicha partlcu]ar
class found itself and which, it is now becoming slowly evident, has in
some parts outlived its umht_v should be applied n fofo to the large
mass of pecpleand their loan transactions which are meant to be covered
by the definition m clause 5A and by section 3 of the bill. |

6. The two objects which the mover bas in view can I think be accom-
plished in other ways. In order to check unscrupulous money-lenders to
take advantage of the horrower’s ignorance and illiteracy 1 would
suggest legislation on the following lines :-{1) Licensing and registra-
tion of money-lenders. {2) Requiring them to write their accounts in
uniform books to be made and sold by Government—each page whereof -
shall be sertally numbered and sealed by Government official—say the
Sub-Registrar. (In a suit before me in Baramati Court an accolnt book
so sealed and paged by Sub-Registrar in Kolhapur State, was produced
before me. Ifit is done in Kothapur State I think this can be done in
British India). (3) Such account books only shali have the benefit of
section 34 of the Evidence Act and no other, in suits brought by profes-
sional money-lenders, :

Then in order to decrease the burden on the defendant of proving that
the transaction is substantially unfair and comes within section 3 of the
Usurions Loans Act—a real difficulty which oftentimes hampers the
Court— it may be laid down that in all cases where the tate of interest
stipulated exceeds any particular limit (say 12 per cent.) or where the
borrower is illiterate it may be presumed that the transaction is substan-
tially unfair within the meaning of section 3 of the Usurious Loans Act,
unless the contrary is proved.

7. Coming to the particular provisions of the bill, I am afraid some
of the expressions used are not clear and not appropriately defined.
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8. In the definition of “ creditor ¥ (clause ) the phrase “in the
regular course of the business ” is ambiguous. It may mean a person
whose regular business is that of advancing loans ; it may also include
g person who in the course of any other business he has with the other
party advances a loan to him, such as for instance, a person who gives
a loan to a servant in the course of his employment, repayable by service.
The same expression is used in the definition of ‘ trader * and there the
expression evidently means a person whose regular business is to buy
and sell goods and other property, i.e. who buys and sells goods for profit
as a matter of business. The statement of objects and reasons and the
provisions of chapter 3 show that the definition of * creditor  is meant
to apply to a person whose regular business is that of advancing loans.
I think the expression * money-lender ” is therefore a better expression
and should be defined in the bill and used in chapter 3 and elsewhere
instead of the word “ creditor > which word appears to have been used
in the bill in some places in its crdinary meaning. See for instance
proviso (IT) in the explanation of section 7 (1) i~ Wherein the title to
recover 18 sub judice between two or more persons claiming as creditors
adversely to each other.” The definition of the word * ereditor *’ so as
to include legal representatives, heirs and assignees of the person who
advanced the loan gives rise to complications which might be avoided,
e.g., provigo (i} to explanation tosection7 (1) hasbecome necessary on that
. account—an explanation in so far as it refers to a minor is unintelligible
since in law a minor i3 not regarded as a person against whom any
statutory duties and obligations can be enforced and in so far as it refers
to a widow appears to be unrcasonable, if the widow carries on her
husband’s business of money-lending. The Act itself is to be styled,
“The Bombay Money-Lenders’ Act” and is intended to apply to
professional money-lenders. It is therefore rather incongruous that the
bill should make use of the word “* creditor ” and nowhere contain the
word “ money-lender "—a word which is more definite and better
expressive of the objects of the contemplated legislation. I think
therefore the definition of “creditor” should be omitted and the
word ‘‘money-lender ” should be defined and employed. T would
suggest a definition of a * money-lender ” as follows :—

Money-lender means every person other than a Bank, company, or
co-operative: society whose business is that of money lending or who
by himself or by his agent advertises or announces himself or holds
himself ont as carrying on that business. (See Halsbury’s Laws
of, England, Vel. XXT, 1912 edition, page 44, which gives the definition
of “ money-lender ”” in the English Act.) The expression “ person
i this definition shall include a Hindu joint family firm a8 represented
by its manager or managers. The word “ money-lender * as used in
section 7 shall include the legal representatives and successors of a
money-lender in whom the right, title or interest in the business or in a
particular loan has vested whether by inheritance, assignment or
otherwise.

9. “Debtor ”, this expression again is used in two different senses
in chapter II and in chapter IIL. In chapter II it is meant to apply
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t0 a person from whom the “ money-lender  ig seeking to recover the
loan. In chapter ITI, section 7, it is meant to indicate the person to
whom the loan is given and yet we have a single definition of ‘‘ debtor
which as it is worded would apply only to a person ““ who has borrowed ™
and his “ dependants ’-—an expression not defined at all. The object
of the provisions of chapter II is to benefit not merely the person who
borrowed but also on his death his heirs and legal representatives liable
to pay the debt. On the other hand section 7 imposes certain duties
on the money-lender and section 8 sets out the penalty for non-compliance
with the provisions of section 7. Obviously the money-lender cannot
be expected to know or to find out who are the heirs or legal represen-
tatives of the borrower and to furnish such persons with a statement
of account as reguired by clause (b) of section 7 (1). Yet the same
expression ““ debtor ” is employed in both places and it is defined in
clanse 5 (1) of section 2 as a person “whose.................. Act.”
This definition and the use of the same expression indiscriminately in
chapters 11 and IIT are likely to create great confusion and complications
and the work of the court will be rendered very difficult. It iz obvious
that the borrower may come within the definition, but his legal
rapresentative may not. It would lead to absurd results if in a suit
for recovery of the loan it has to be held that chapter II does not apply
but chapter TTT does apply in so far as it requires furnishing of statementa
of accounts to the dead borrower. It has to be noted that in section 8
the expression is ““in any suit ” and not “in any suit coming under
gection 3.” On the other hand suppose that the original borrower is a
person who does not come within the definition in section 5A of *“ debtor .
He dies. The person who is sued is a person whose annusl income is
less than Rs. 2,000. The principal of the original loan is less than
Rs. 1,000. If then a suit is brought as the definition stands (““ and who
has borrowed a loan not exceeding Rs. 1,000) chapter IT will not apply
to such a suit unless the person sued is proved to have been a dependant,
nor sections 7 and 8 apply to the transaction. Obviously that is a
position hardly in consonance with the object of the bill as stated by the
mover. The definition is thus ambiguous in these and many other
respects; e.g. (1) what is the period of one year to be taken for determining
the income which such year is to be taken ? (2) Does a loan mean a
single item of borrowing or may it mean the total of several items ?
and if so, as scon as the total exceeds Rs. 1,000 is the money-lender
absolved from his duty as laid down in section 7 ? To circumvent this
& money-lender can very easily purport to lend a sum exceeding Rs. 1,000
and to take it back as deposit and then lend from time to time small
amounts as required by the borrower, i.e. open something like a
cash credit account. (3) Who are to be regarded as dependants ? What
is the date for deterinining such a position of dependence ? 1 think,
therefore, the definition requires to be revised. I would suggest the
use of the expression “ borrower” in contradistinction to the word
“ money-lender ” in section 7, so as to distinguish such a person from
he “ debtor 7 occurring in Chapter II, confining that expression to the
person who is sought to be held liable for the debt of a “* borrower .
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And I would havethe expressions ‘debtor’ and °borrower’ separately
defined appropriately so as to leave no doubt as to who are the persons
entitled to the privileges of the provisions in Chapter II and who atre the
persons towards whom the money-lender owes the duties and obligations
iaid down in section 7.

10. As regards the method of determining the class of persons to
whose transactions of horrowing the provisions should apply, I do not
approve of the method proposed in the definition in clause 5A. In
the statement of objects and reasons the class of persons intended to
be benefitted are referred to as ‘ the illiterate poor labouring classes ’,
‘the agricultural and labouring classes .

According to the proposed definition any person earning a salary
of even Bs. 160 per mensem can come within the definition. Theincome
of a man is not a guide to his intelligence and literacy. I think, therefore
an attempt at definition should be made in the act for the determination
of the classes of persons according to their occupations ef. Deccan
Agriculturists’ Relief Act. T would indicate the classes in general as
household or shop servants, artisans and manual labourer. At any
rate there must be some definiteness ahont the class of persons and the
burden on courts of inquiring into the question whether a particular
person comes within the class or not should be reduced to a minimum.
It is also unfair to the money-lender, who according to section 7 has
certain duties and obligations to perform to be made to ascertain whether
his borrower’s annual income is really less than Rs. 2,000 and hardly
reasonable that the court should be required to go into that gquestion
and info the question of any representations made by the borrower which
the money-lender may set up as a plea for escaping the penalty under
section 8 for non-compliance with section 7.

1. Having determined thus the class of persons to whose loan
transactions the provisions are to apply, I do not think it necessary
to put any pecuniary limit of indebtedness of such person i the defini-
tion itself. The provisions of section 7 and section 8 should apply
to the loan transactions of such persons irrespective of the amount
of the bdrrowing. Section 3 puts a pecuniary limit on the suits to
which the provisions in sections 4, 5 and 6 are to be applied. Therefore
no pecuniary limit need he put in the definition of the class of persons
to whom the provisions arc to apply.

12. In section 4 I would substitute the expression ® borrower’ in
place of ‘debtor’ and say ‘is a borrower or a legal representative
of a borrower > and delete the words  who is a debtor ’ occurring before
the word * resides .

13. 1f the expression ‘debtor’ is to be employed throughout -
I would have it defined clearly so as to show that that expression is
meant to apply to the original borrower and to his heirs and legal repre-
sentatives liable for the debt of the original borrower. Simvltaneovsly
n section 7 [ would add words requiring that the money-lender shall
become liable to furnish the statement of accounts to the heir or legal
representative only on the Iatter making o demand for the same. I would
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add iu the definition of ¢ debtor’ that for the purpoges of Chapter II
dependants on a debtor shall come within the definition of debtor and
would bave the word ‘dependant’ defined cf. section 2 of the Workmens’
Compensation Act.

14. Section 4 copies section 11 of the Deccan Agriculturists’ Relief
Act. But whereas in the Deccan Agrieulturists’ Relief Act we have
in section 2 (3) a clear guide as to what should be deemed as the place
of residence of the agriculturist-—no such guide is provided in the present
bill. I think such guidance should be given in the act itself. As it is-
section 4 is rather hard on the Plaintiff-creditor, when he has to sue
several heirs of a deceased horrower. Moreover in the case of an agricul-
turist there is some fixity of residence, i.e. the place where he carries
on his agriculture at least for a year. That is not so in the case of wage-
earners who migrate more frequently. Such persons, such as heirs,
or legal representatives may be found to be residing in different places
and while one of them may benefit the others may be at a disadvantage.
1 think therefore, if section 4 must be kept, it should apply in the case
of a borrower, and in order to {facilitate a dependent, sued as legal repre-
sentative residing at a distance, to attend the court, discretion may
be given to the court to require the Plaintiff to'pay Bhatta. Here
again there is the possibility of a Plaintiff describing his defendant’s
occupation in such a manner as fo avoid the provisions of section 4.
That is the present experience under the Deccan Agriculturists’ Relief
Act. So, the object of the mover to secure the attendance of the defen-
dant is not attained by simply enacting section ¢ as it is worded.”

No. 2634, dated the 31st October 1934.
From—G. H. 8alwi, Esquire, District Judge, Hast thndesh, Jalgaon
To— The Secretary to Government, Home Department, Bombay.

“ With reference to letter No. 777 dated the 5th September
1934 and Circular No. 885 dated the 8th October 1934 from
the Secretary to the Legislative Council of the Governor of
Bombay, I have the honour to submit my views and opinion
on the subject noted above as follows.

2. 1t 1s a fact that in spite of the attempts that are being
made to save the needy people from the clutches of dishonest
and wily creditors, we find several cases of harassment and
victimisation of debtors by ecredtiors. Though 1t is really
very difficult to eradicate the evil altogether so long as the
general public 1s not sufficiently educated and the majority
of the rual population has not become literate, it is necessary
to enact laws to guard the interests of the poor and needy.
The Deccan Agriculturists’ Relief Act and the Usurious Loan
Act have heen passed with the object of relieving certain
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debtors. It is, however, a fact that the provisions of those
acts do not cover several cases in which it 1s necessary to give
relief to debtors. I have no doubt about it. It is therefore
that I think that some enactment is necessary to regulate
the money-lending business like that which has been proposed.

3. I have gone through all the provisions of the Bill and
have also consulted the Bar Association of this District as
well as the three local Subordinate Judges, Both the First
Class Subordinate Judges are i favour of the Bill. The
Joint Second Class Subordinate Judge and the Bar Association
are of opinion that it is not necessary to have an act of
Legislature as contemplated by the Bill. A copy of the opinion
received from the Secretary of the Bar Association is attached
hereto.

4. One of the reasons to oppose the Bill is that the work
of the Courts would be increased if the Bill is passed into
Law. 1 hold altogether a different view. If the Bill is passed
mmto law,every creditor will have to keep accounts in a prescribed
form and furnish the same periodically to the debtors.
A debtor when he gets the statement of his accounts
periodically will be in a position to know whether the creditor
13 committing any fraud and also to take proper steps against
his creditor if necessary in time. He will also have the
advantage of being reminded of the extent of his indebtedness
and is expected to make soime efforts to get out of it. Very
few cases will come before Courts in which accounts for several
years will have to be scrutinised. Specific provisions are
proposed to penalise the non-compliance with the provision
that requires the money-lender to supply statements of
accounts. The ecreditors would naturally be vigilant in
supplying the statements. I am personally of opinion that
the work of the Courts will be lessened and will not be increased.
I have already said above that in my opinion the provisions
of the Deccan Agriculturists’ Relief Act and the Usurious
Loans Act do not cover several cases in which it is necessary
to give relief to the debtors. It is no doubt true that the
Bill casts a heavy duty on the creditors in so far as it requires
them to furnish statements of accounts periodically. I do
not, however, think that the Bill should be rejected on that
ground only. '

5. Coming to the provisions in the Bill I have to make
fhe following suggestions :—

(¥) If the proposed definition of the term °debtor’ is
accepted, it will be very diffieult to work out the provisions



of the Act. A creditor will, as a rule, contend that the
income of his debtor exceeds Rs. 2,000 with a view to evads
lability under the provisions of the Aet. And, it will be
very difficult for a creditor to find out what the annual
income of his debtor is with a view to decide whether he
is bound to provide the debtor with statements of accounts.
Then, T think it is necessary to extend the protection sought
to be given by the Act to those who borrow loans exceeding
Rs. 1,000. And, in order to evade the provisions of the
Act, the creditors would require needy persons to go in for
loans of over Rs. 1,000 if the definition is accepted. I there-
fore think that some change is needed in the proposed
definition of the term ‘ debtor’. I am of opinion that the
term * debtor * should be taken in its ordinary sense for the
purposes of the Act and certain exceptions may be added
to 1t with a view to exclude those who do not require any
help of law against their c¢reditors such as merchants and
Companies.

(#¢) The proviso to seetion 3 of the Bill also is likely to
create much trouble. The creditors will wait till the debts
swell up and go over Rs. 1,000 with a view to avoid the
application of the Act to their cases.

(¢77) It has been propesed by section 7 (b) that the creditor
should supply statements of accounts every three months,
This will entail a very heavy work on the ereditors, no
doubt. T think it in the interest of all concerned to require
statement of accounts to be furnished every six months
mstead of every three months.

(¢¢) I think that a provision should be added imposing
a special penalty besides the penalities provided under
sections 8 (b) and (¢) on a creditor ,who does not supply
the statement of accounts under the act in spite of the debtor’s
demand within a particular time—say a week or so—from
the date of the demand. T also think it necessary to introduce
a provision requiring a debtor to challenge the statement
of accounts within a reasonable time—say a fortnight or
so—from the date of the receipt of the statement when
the same is supplied to him on demand.

(v) Section 8 (A) makes it compulsory on the Court to
frame and decide the issues whether the creditor has com-
plied with the provisions of sections 7 (A) and (B). This
is likely to increase the work of the Courts unnecessarilyy
The clause should be so worded as to require the Court
to note in every case whether it is satisfied that the provisions
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of the Act have been complied with before awarding the
claim for interest and costs wholly.

(v¢) No prowsmn has been made requiring the creditors
to pass Teceipts as soon as payments are made to them.
I think it necessary to make it compulsory on every creditor
to pass receipts for payments in a certain form as may be
prescribed by the Local Government.

6. It is clear from what I have said above that T am of
opinion that the Bill should be passed into Law with some
changes and additions which I believe are needed in the interest
of both the classes.”

Letter dated 21st September 1934..
From—The Secretary, East Khandesh Bar Association, Jalgaon ;
To—The District Judge, Jalgaon.

“ With reference to letter No. 357 of 1934 dated 13th September 1934
from the First Class Sub-Judge, Jalgaon, on the above subject, I have
the honour te submit herewith the opinion of the Local Bar
Association.

It is not necessary to have an Act of the Legislature as contemplated
by the Bill. The provisions of the Bill are mainly drawn on the
provisions of the Deccan Agriculturists’ Relief Act and the Usuriong
Loans Act. Both these Acts can deal with such unfair dealings as are
referred to in the statement of objects and reasons if they come up before
a Court of Law. This Bill does not go any further. The Bill aims at
improving both the money-lenders as well as the debtors but it casts a
heavy duty on the former to keep accounts in forms prescribed by the
Local Governtient and to render periodical accounts to the latter—sa
system which is not applicable even to such recognised institutions as
Banks, Companies or Co-operative Societies. Though the Bill aims at
the strict observanee of these rules by the money-lenders, the debtors are
left free to raise any sort of contentions notwithstanding that they do
not raise any protest against such accounts when received from the
ereditors, The other provisions of the Bill including the various
definitions will tend to delay the proceedings in Courts of law. For
these among other reasons the Asscciation submits that the legislation is
not called for and will not serve the purpose for which it has been
introduced. But on the contrary it will tend to offer a tool for the
harassment of money-lenders.”
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No. 1611, dated the 16th November 1834.,

From—G. H. Guggali, Esq., I.C.8., District Judge, West Khandesh,
Dhulia ;

To—-The Secretary to the Legislative Council of the (overnor of
Bombay.

“With creference to your letter No. 777 dated the ath
September 1934, I have the honom to offer my vemarks as -
below :—

I consulted the Local Bar Associations. They are not in
favour of the Bill. In their opinion, it is unnecessary ; it is
likelv to create unnecessary hardship to honest creditors ; and
the evils of monev-lending can be minimised by proper
application of the provisions of the Usurions Loans Act. Two
of the Bub-Judges are also of the same opinion; but the -
other Sub-Judges are in favour of the Bill with some
modificattons.

There is no doubt that there 1s a good deal of evil from the
present system of unchecked money-lending. The poor and
the illiterate fall casy victims to the greedy money-lenders,
Often an exorbitant rate of interest is charged. The accounts
arc not properly kept ; they are often manlpulated If there-
fore, by a suitable piece of Legislation, the money-lending
business is properly controlled and if the courts are given
wide powers to deal with such cages, it will be a distinct service
to the society.

The main provisions of the Bill may be briefly summansed
as below. A debtor is a person whose aggregate annual income
does not exceed two thousand rupees and who has borrowed a
loan not exceeding one thousand iupees (Section 2), In a
suit against a debtor to recover the debt due from him, the
court has to go into the history and merits of the case and to
take an account from the commencement of the transactions
between the parties—out of which the suit-transaction arose—
by allowing a suitable 1ate of interest and by ignoring any
adjustment or settlement of accounts. Seetions 5 and 6.
The creditor has to keep the accounts in a manner prescribed
by the Government and has to furnish the debtor with a state-
ment of accounts—every three months—in default of which he
1s liable to lose mterest in whole or in part and also costs.

Sections 7 and 8.

The principles involved in these sections deserve tu be
accepted.



31
Section 2.

The definition of the term ‘debtor’ is not happy. The
restriction of the loan to Rs. 1,000 is arbitrary. There is no
need to putsucha limit. A debtor may be defined as a person—
whose aggregate income in one vear does not exceed Rs. 1000
if he resides m towns like Bombay, Poona, Ahmedabad and
Karachi and Rs. 500 if he resides at any other place and who
has borrowed a loan.

In sub-section 7-v---instead of a ‘a loan advanced to a
whole-sale trader -—it may be read as ‘a loan advanced to a
trader’. 'Traders as a class are generally capable of taking
care of themselves. There i1s no need to make a distinction
between whole-sale traders and other traders.

Sections 5 and 6.

These provisions require that the court should go into the
history and merits of the case and to take an aceount from the
commencement of the transactions ignoring any settlement
of accounts, Tt is argued that these provisions are redundant
in view of the provisions of the Usurious Loans Act. Under
section 3 of the Usurious Loans Act—-if the court has reason to
believe that the interest is excessive and the transaction was
substantially unfair, it may reopen the fransaction, take an
account, reduce the rate of interest and give other adequate
relief. These provisions are found to be not very effestive in
the actual working. The provisions are not mandatory.
There is no obligation on the court to go into the history of the
case. In the case of a promissory note —for instance—the
consideration is presumed to have passed. Further there are
the provisions of the Indian Evidence Act which p.eclude the
adnussion of evidence other than the document itself to prove
the real nature of the transaction. Often a transaction is
fair and simple on paper. It is only when the court goes into
the history of the case that the inequitous nature of the trans-
action is bkely to be revealed. The Bill imposes an obligation
on the court to go into the history of the case to ascertain
whether there has been any frand, undue influence etc. and
with a view to take an acceint. TIn the case of ignorant and
illiterate debtors who seem to be incapable of protecting their
own interests—the remedy seems proper.

Theie are similar provisions in the Deccan Agriculturists’
Relief Act. There is a good deal of ¢ritieism against that Act,



But on the whole 1 think it is necessary and serves a very
useful purpose.

Considering the deep-rooted evil of unchecked money-
lending, the principle underlying Sections 5 and 6 deserves to
be accepted.

The next important provisions are contained in- Sections 7
and 8 which require a creditor to keep regular accounts in the
manner piescribed by the Government and to furnish state-
ments of accounts to the debtor every three months. No
doubt some hardship will be caused to the money-lenders.
Some of the money-lenders mayv be driven out of the profes-
sion. But on the whole the effects will he beneficial The
furnishing of statements may be made six monthly or the
creditor may be made to make entries in a book—to be
supplied to the debtor—as transactions occur.”

Letter No. 28-C-6, dated the 16th November 1934.
From—H. K. Chainani, Esquire, I.C.8., District Judge, Sholapur ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ With reference to your letter No. 777, dated the 5th
September 1934, 1 have the honour to state, after consulting
the Sub-Judges in this District and the Bar Association,
Sholapur, that in my opinion, the above Bill goes too far and
is likely to inflict serious hardship on bona fide and honest
money-lenders. 1 am strongly opposed to Chapter I of the
Bill, which reqaires the Courts to enquire into the history of
every transaction. Even under the ordinary law, it is open to
a defendant to allege failure of eonsideration and to show that
the amount received by him is less than that mentioned in the
docament. This provision is, therefore, not necessary, and is
not kikely to do much good to the debtors. On the other hand,
it will considerably increase the work m the Civil Courts and
thus prolong litigation.

2. The definition of the words, ‘ Creditor’ and ‘ Debtor ’,
given in section 2, 1s also very unsatisfactory. In this country,
very few people keep accounts, while several people do not
earn income in cash but in kind. Consequently, it would be
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very difficalt for the Civil Courts to determine whether
a person’s income is or is not less than Rs. 2,000.

3. In my opinion, the existing malpractices will be consi-
derakly checked, if zll professional money-lenders are required
to keep regular accounts and to furnish extracts from those
- accounts to the debtors, when asked to do so. Power should
also be given to the Courts to allow in money suits such rate
of interest as they may consider reasonable. The Civil Courts
exercise this power in the case of agriculturist deb:tors, under
sestion 71 (@) of the Deccan Agriculturists’ Relief Act. Similar
pJower may now be given to them, for the benefit of non-
agricultarist debtors.

4. 1, therefore, suggest that Chapter II of the proposed Bill
should be omitted, while Chapter 11T should be modified as
mentioned above.”

Letter No. 4105, dated the 19th [21st November 1934.
From—C, C. Hulkoti, Esquire, LL.B., District Judge, Satara;

To—The Secretary to the Legislative Council of the Governo
of Bombay.

Subject -—Bill No. VIT of 1934.

Bill to regulate the money
lending business.

“ With reference to Government Circular, Legal Department,
No. 885, dated the 8th October 1934, calling for my opinion en
the above subject, I have the honour to state as follows :—-

I have gone through the provisions of the Bill and 1 consulted
the Subordinate Judges and the Bar Associations in the District.
All the Bar Associations are against the Bill. Amongst the
Sabordinate Judges except one, all are similarly against it.

Many provisions of the Bill, for instance, the compulsory
examination of the debtor and the creditor, (2) the enquiry
mto the history of the transactions by the Court and {3) the
particular method of taking accounts are already contamed in
the Deccan Agriculturists” Relief Act (vide se-tions 7, 12 and
13 of the Aect).

It is undoubted that the shrewd Sawkars have managed
somehow in several instances to evade these provisions of the
Deccan Agriculturists’ Relief Act, and the needy debtor, more
often than not, meekly submits to the terms of the village
Sawkar. It is also found by experience that in a Court of Law
i1t is often difficult for the agriculturist debtor to prove the real
natuse and scope of the transactions,

u0-1 Bk Hb 103—5
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The question is whether the position of the agriculturist
debtor has improved as the result of the provisions already
contained in the Deccan Agrieulturists’ Relief Act. Several
public enquiries into the matter from time to time have revealed
the fact that the position, on the whole, of the agriculturist
debtor has not improved. So it 1s doubtful whether the
provisions contained in the present Bill will in any way improve
the position of the non-agriculturist debtors.

There is also the Usurious Loans Act {India Act X of 1918)
on the Statute Book for several years. It also contains several
provisions for reducing the high rate of interest; (2) for re-
opening the transactions ; taking accounts between the parties
and (3) for mvestigating into the transaction in order to see

whether it is substantially fair or unfair (see section 3 of the
Act),

Some of the provisions of the present Bill will be unworkable
and would in a large number of cases work hardship on petty
creditors in the willage ; for ipstance, the duty imposed on
the creditor to maintain and furnish accounts periodically
under section 7 of the Bill in question. In villages generally
the creditors also are illiterate persons carrying on money-
lending business on a small scale. In some families the money-
lending business 1s conducted by females and minors. It is
impossible for such class of people to maintain and furnish the
accounts contemplated by the Billy

The chief consideration is whether the stringeat provisions
of the Bill will not further undermine all the private eredit and
introduce further difficulties in the way of securing a loan by
a poor debtor, in his hour of need.

The Eil}, n the main, is intended to extend the provisions
of the Deccan Agriculturists’ Relief Act to persons who are
not agriculturists. Speaking for myself the provisions of the
Deican Agriculturists’ Relief Act, so far as the agriculturist
debtors are concerned have not conduced much to the
benefit of the rural agriculturist debtos. In my view, the
provisions of the present Bill will not serve any usefu! purpose,
regard being had to the already existing provisions in the
Devean Agriculturists’ Relief Act and the Usurious Loans
Act.

The definitions of the debtor and creditor in the Bill are not
clearly and properly worded.

So 1 am agamst the Bill.”
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No. 2179, dated the 18th October 1934.
From-—8. M. Kaikini, Esquire, LL.B., District Judge, Belgaum ;

To—The Seeretary to the Legislative Council of the Governor of
Bombay.

““ With reference to Government letter No. 77, dated the 5th
Sepfember 1934, and subsequent Circular No. 885, dated 8th
October 1934, in the Legislative Department, on the above
subject, I have the honoar to offer the following remarks :—

In the Statement of Objects and Reasons it is stated that
numerous cases of substantially unfair transactions do not
come before Courts of Law. .. because the poor, helpless people
are afraid of harassment and victimisation by their ereditois.
So, this Bill is said to be a necessary adjunct to the Usurious
Loans Act. However, the Ball contains no clause which can
give any relief to a debtor who does not come before a Court of
Law. Not only this, but it contains no relief to a debtor if he
were to come as a plamtiff hefore the Court.

As regards the clauses themselves the definition of ¢ Debtor’
ip 5A of clause 2 does not make it clear whether it would in-
clude a co-operative society or any partnership.

I do not think it proper that from the definition of ‘ Loapn ’ a
simple mortgage or for the matter of that any mortgage trans-
action should be omitted as is done by VII of sub-clause 7 of
clause 2. 8o also a loan advanced by means of a cheque or
hundi is excepted by sub-clause V1. There scems to be no
proper object in doing so. Sawkars can easily evade the
provisions of this Bill by advancing money by means of
cheques or hundis.

There seems to be no valid reason why the creditor should
file a wmt in the place where the debtor resides. In some
districts a similar provision in the Deccan Agriculturists’
Relief Act has given rise to a crop of fresh smits for setting
aside decrees as obtained without jurisdiction when the debtor
was sued in the place where the transaction took place. There
is always the temptation for debtors to put off the evil day of
paying their debts on such technical grounds. And in the
villages there are pettifoggers and touts to mislead the ignor-
ant villagers. ' ‘

Besides such a rule was not open to much hardship or abuse
in the case of bona fide agriculturists attached to theis lands.
In the case of non-agriculturists this rule is sure to be very
much abused and that by the debtors themselves.

(lause (5) expects the Court to examine the defendant
debtor almost in every case as a witness. Similar provision in
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the Decean Agriculturists” Relief Act has been ip some parts of
this Pl&Sldenc} interpreted strictly and the wretched man is
dragged to the Court under a warrant of arrest. After this he
does not gain much, but he loses his wages for the period
that he is kept away from his work in his remote village.
I personally should desire that much lattitude in this matter
should be left to the presiding Judge. Only where he suspects
real fraud and the amount at stake is pretty large that he
should compel the presence of the defendant debtor.

Clause (6) though refers to the rate of interest as  herein-
after provided’ no such provision for the rate is Jaid down.
I would suggest that no fized rate should be laid down. but
it should be provided that the rate should Le ‘ reasonable’
thus giving proper discretion to the Courts to fix it having
regard to the particular locality and period under con-
sideration,

In the explanation to clause 7 Kanarese is omitted as one
of the languages in which the account may be kept. Clearly
this is an oversight.

I do not sce any advantage in compelling the creditor to
submit quarterly accounts to his debtor. Majority of the
debtors would be illiterate ; they wouald not understand how
these accounts stand and if they come to them too often they
would onlv throw them away. In such things the principle
laid down in the adage © Familiarity breeds contempt ’ eannot
be ignored. 1 would suggest that such accounts be furnished
once in a year, the period being fixed as regards different
localities according to the time “hen the a”l‘]bll]tuﬂ%tb oet
their harvest or the artizans get price for their wares. [f it be
thought that these should be six- -monthly then the period may
be fixed according to the kharif and rabbi erops. In any
case quarterly accounts would be found to work too harshly
on the creditors and would not have any effect on the debtors
whom they are meant to benefit. The incidence of the cost for
ma,intainin% these and observing the provisions of this clause
is sare to fall on the debtors themselves.

The fiast part of the proviso (i2) (2) to clause 7 seems to be
redundant. Such accounts are as a matter of fact regularly .
kept in the course of business and so 1t is not correct to describe
them as * deemed to he regularly kept - for the purposes of
section 34, Indian Evidence Act’. A snnplc Tule in the
form of the last four lines of that sub-clause would meet
gze ’?rovmlons of section 65 (f) of fhe Indian Evidence

ct.
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No. 1993, dated the 23rd October 1934,

From—D. C, Joshi, Esquire, LL.B., District Judge, Bijapur;

To—The Seeretary to the Legislative Council of the Governor of
Bombay, Bombay.

“ With reference to your letter No. 777 of 5th September 1934,
forwarding a copy of the Bill to regulate the money-lending
business, for my opinion, I have the honour to state that with
all my sympathies to ameliorate the condition of °debtors’
as defined in the Bill I cannot support it as I do not think that
any useful purpose will be served by such a measure. So long
a8 there 1s no improvement in the economiec condition of
the debtors whiech only can wean them from their chronic
habic of reckless horrowing and spending beyond their means,
provisions such as these will only serve as a sign mammal to
unscrupulous money-lenders in that they will provide them
with directions as it were as to what evidence they are to keep
ready in casc the matter i1s taken to a Civil Court. Courts also
will be helpless when the only material in the case would be
the manipulated accounts of the Sowcar. The Usurious
Loans Act and the Deccan Agriculturists’ Relief Act are
suflicient for all practical purposes to afford Ghe necessary
checks to give relief to such debtors. Exporience shows thai
even theso Acts which are 8o long in use have not yielded the
results expected of them and | “do not think that under the
circumstances such a Bill would be of any material use to
achieve the object which the framer of the bill has in view,

2. In case Government 18 inclined to agree to the measure,
it may be restricted in its application to industrial centres
where large number of labourers congregate and are victimised
by such unserupulous sowears.”

No. 3438, dated the 15th Octobher 1934,
 From—K. M. Kumthekar, Esquire, LL.B., District Judge, Kanara ;

To—The Secretary to the legislative Council of the Governor of
of Bombay, Bombay.

“ With reference to your letter No. 777, dated the 5sh
September 1934, read with vour circular letter Nc. 885, dated
the 8th October 1934, on the above subject, I have the honour
to state that I consulted all the Subordinate J udges and their
Bar Associations and also the District Bar Association and
their opinions are as follows.
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2. The I'irst (lass Subordinate Has no remarks to offer.
Judge, Karwar. '
The Subordinate Judges of Arein favour of the Bill.
Kumta and Honawar,

The Subordinate Judge, Is not in favour of the
Sirsi. Bill.

The District Bar Associa- Are against the Bill.
tion and the Bar Associa-
tion of Sirsi.

The Bar Association of Jsin favour of the Bill.
Kumta, _

The Bar Association «f Have given no opinion.
Honawar.

3. The Honorarv Secretarv of the Karwar District Bar
Assoclation observes that :

(4) ‘ Money-lending as a business by itself does not exist
on siach a large scale in this district as it does in other
districts. Monied people are slower to lend ; borrowers
are more eager to borrow. In smch an atmosphere, the
necessities of the borrower would take a less important place
in the mind of the money-lenders if restrictions were imposed
on the latter.....’

(BY ¢ Specially in districts where all the provisions of the
Decean Agricalturists Relief Act are not applicable, this
Bill would introduce almost the sane. if not identical,
difficulties 1 the way of creditors as the Deccan Agricultarists’
Relief Act as at present does. At a time when the Decean
Agriculturists’ Reliel Act itself 1s about to be repealed (or at
least. when the general consensus of opinion 13 to get it
repealed). this Bill would introduce many more clogs on the
passing of money from the rich to the needy.’

4. 1 am of the same opinion which the Karwar Bar
Association holds.  So far as the Kanara District is concerned,
[ am of opinion that there is no such necessity that the Bill
se passed nto law.

5. 1 have, however, to make the following observations
regarding the provisions of the Bill :-—

{d) The present Bill in question has not made any distine-
tion between agriculturists and nobn-agriculturists. In the
case of the former class In most distri.ts, the Deccan
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Agriculturists’ Relief Act is in focee and it iz not clear from the
present Bill whether ir the areas where the Deccan Agricul-
turists’ Relief Act is in force and where borrower i3 an
agricalturist, the operation of the intended legislation is
excladed. It would be better to state in the present Bill
whether it supersedes the Deccan Agriculturists’ Relief Act
wherever it is applicable.

(B) Provisions prescribing it as a general rule requiring
the Courts to go Into the history of every transaction are
likely to increase considerably the work of the tudiciary,
Having regard to the existence of the Deccan Agriculturists’
Relief Act which concerns agriculturists, who are mostly
illiterate, such provisions enjoining the Courts to go into the
history of every transaetion seem to be unnecessary, for, in
the definition of 2 borrower, under the presant Bill, would be
included also literate classes, who would be capable enough
to bring to the notice of the Courts their rights and defence.
It is enough to frame the provisions so as to give a discrefion
to the Courts as distinguished from an obligation to go into

. the history of every transa.tion.

(C) Definition of a loan in the new Bill does not inclade
a transaction which is In substance a mortgage or a sale.
I think in view of this a usurious money-lender can
very well take shelfer under any nominal mortgage so
as to evade the provisions of the contemplated levlsla-
tion. :

(D) In the new Bill there do not seem to be any provisions
to save the operation of section 92 of the Indian Evidence
Act. Under that zection, it would not he open to a party
to disputc the contents of a writing, and in view of this ic
would not be open to the Courts also to go into the history
of the transaction and find that the consideration of a
pronote, for instance, is less than what is mentioned in it ;
unless there are some such provisions analogoas to section 10
of the Deccan Agriculturists’ Relief Act to save operation
of section 92 of the Indian Evidence Act,

6. If, however, the Bill be passed into law and be made
applicable also to this distriet, I would suggest that the word
‘ Kanarese > will have to be inserted in the Explanation to
section 7 of the Bill between the words ‘ Marathi and Urdu’in
line 7 of the Explanation.”
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No. 2203, dated the 12th November 1934,
From—N. R. Gundil, Esquire, LL.B., District Judge, Ratnagiri ;
To—The Secretary, Legislative Council, Bombay.

“T have the honour to acknowledge receipt of vour letter
No. 777, dated the 5th September 1934, asking my opinion
upon Bill No. VIT of 1934 (a Bill to regulate money-lending
business). In reply, I have the honour to offer the following
remarks after a careful consideration of the scheme and details
of the Bill in question, I propose to roughly divide myv
observations under the two heads just mentioned. Those on
the first head will be more or less general, and those on the
second will bear upon the different clauses of the Bill. I am
afraid that thev will, to a certain extent, overlap, but that
cannot be avoided, having regard to the manner in which
I propose to discuss the subject.

2. Money-lending is not by itself an evil. It serves a real
¢conomic purpose, as there will be always people who will
want money and those who will have money enough to lend.
Money-lending, therefore, cannot be entirely done away with.
although there can be no two opinions that malpractices of
professional money-lenders ought to be effectively checked.
But any patch work legislation. or legislation of panic, will
not achieve that object so long as poverty and unthrifty ways
of life hold sway in this country. The difficnlties which
present themselves in dealing with the problem of indebted-
ness are enormous. The problem requires to be carefully
studied, and equally cavefully handled. So long as the
temptation to reckless borrowing exists, the malpractices of
the professional money-lenders are bound to thrive, and,
speaking for myself, no good result will be achieved by stifling
the money-lender, while the former still continues to exist.
A great step in the direction of relieving rural indebtedness
has been just taken by Government by their recent announce-
ment to open Land Mortgage Banks in several important
centres of this Presidency. These institutions ought to be
helpful in relieving indebtedness, and T think that any con-
sideration of the problem should be postponed till sufficient
experience 1s gained of the success of the Land Mortgage
Banks. Next, the conditions luridly depicted in the speeches
of the several of the Honourable Members during the debate
on the Bill on 18th August last are not in evidence in the
mofussil generally. Extortionate monev-lending might be
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met with in large industrial towns, but the Bill as it stands is
not designed to restrict its application te these areas alone.
The rate of interest prevailing in the Mofussil is, at the highest,
not more than 24 to 37 per cent., as far as my experience goes,
But in every such case the provisions either of the Deccan
Agriculturists’ Relief Act or the Usurious Loans Act are being
applied to give relief against the extortionate rate. That
belng s0, in the rural areas at least the Bill will be unnecessary.
And, as I shall point out, it will be altogether a measure of
disproportionate harshness.

3. Taking up the scheme of the Bill and its purpose the
honourable mover declared in the Statement of Objects and
Reasons that he had designed it for the purpose of exercising a
legal check upon unscrupulous money-lenders by providing an
effective control upon the profession of money-lending, and -
also upon reckless borrowers whom he described as the agri-
cultural and labouring classes. As far as the agricultural
class is concerned, the Deccan Agriculturists’ Relief Act applies
to them, and the provistons of the present Bill are a superfluity.
The Bill must, therefore, be discussed as affecting professional
money-lenders and labouring classes. Neither of these
expressions are defined in any of the clauses of the Bill, nor is
its application restricted to them alone. On the contrary,
the expressions °ecreditor’ and ‘debtor’ occurring in sub-
clauses (5) and (5A) of clause 2 include within their scope
every kind of lender and borrower. Indeed, it was pointed
out during the debate on the Bill that it was designed to apply
to all classes. The expression ‘ereditor’ will include not
only a professional money-lender, but also any person who
would accommodate a neighbour or a friend by advancing
money, provided that the borrower is a debtor with an annual
income not exceeding Rs. 2,000, and the loan does not exceed
Rs. 1,000. Substantially, therefore, the provisions of the
Bill, if it ever passes into Law, can be availed of in almost
every conceivable case of a loan or a friendly advance. The
Bill 1s much wider in its scope than the honourable mover
intended. At this place, I must also point out that there is a
class of rural money-lenders who lend small sums of money in
villages. They belong to the same class as the borrowers, in
point of occupation, intelligence, and literacy. Indeed, in
some cases, experience has shown that the position is reversed.
The petty money-lender is himself an illiterate rmstic, while
the borrower stands on a much higher level. It would be
unfair to apply the provisions of the Bill to money-lenders of
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that kind. The definition of the expression ‘debtor’, too,
is, in my opinion, ill-conceived. It will certainly in-lude
various classes of persons including those who are in receipt of
monthly salary or wage, and who from the limit of the annual
income will, almost in every case, possess the advantages of
education. In the case of such people reckless borrowing
must be presumably set down to an unthrifty hife, and con-
sequent open-eyed indebtedness. I do not see why such
people should be given a disproportionate protection of law
for deliberate indebtedness. In short, the provisions of the
Bill go far beyond its professed limits. -

4. 'The next point i3 whether the provisions of the Bill
will exercise a salvtary check upon the avarice of the much
maligned money-lender, and give adequate protection to the
borrower. There is mi(re than one way for the former to
evade the provisicns of the Bill. Chapter II, clause 3, of the
Bill restricts the Civil Courts’ jurisdicticn to suits whose sub-
ject-matter dces not exceed Rs. 1,000. The creditor will
surely contrive to evade this provisicn by taking a bond, or a
promissory note, or some such instrument, for a face con-
sideration exceeding that amount. The rate of interest might
be such that the subject-matter of the suit may exceed Rs. 1,000,
even if the principal secured is less than that sum. Tn either
of these cases the Civil Court will be powerless to give any
relief. Next, a mcertgage or a sale transaction is saved out of
the provisicns of the Bill by virtue of sub-clause (7) (vi7) of
clavse 2 of the Bill. FExperience of the working of the Deccan
Agriculturists’ Relief Act has sufficed to show that a money-
lender almost always takes either a mortgage or a sale of his
debtcr’s immoveable property, and in the latter case, with a
written ¢r parole agreement of restoration of the property on
repayment of the debt. That practice will be encouraged on a
very large scale by the exception provided in the Bill.
Further, sub-clause (7) (v2) of clause 2 excepts an advance on
Negotiable Instrument, other than a promissory note. That
would mean that an advance made on a Hundi or by means of
a Cheque will not be a loan within the meaning of that clause.
There are various other ways in which the provisions of the
Bill can be avoided by the creditor. And I have contented
myself pointing out only these that are most striking.

5. Speaking of the debtor, I am of opinion that the Bill
will scarcely place him in any better position in the wayv of
relieving him of his indebtedness. So long as the need of
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borrowing exists he will have to agree to such terms as the
money-iender might dictate with a view to evade the provisions
of the Bill. In trying to make the creditor honest the Bill
affords ample opportunities for the debtor to be dishonest.
It makes no provision against dishonest or vexatious deferces
on the part of the debtor. It is entirely one sided, with>ut
affording any kind of proteciion to the money-lender or creditor
against this state of things. Chapter II of the Bill
sutwtantially reproduces ihe prowvisions of the Deccan Agri-
culturists’ Relief Act and must be, therefore, considered in ths
light of experience gained from the working of the latter.
Both are pieces of class legislation, giving undue privileges to
one class over another, and are therefore invidious. Majority
of judicial opinicn has insistently demanded repeal of the
Decean Agriculturists’ Relief Act with a suitable substicution
which may give real benefit to an indebted agriculturist.
That 18 because the credit of the agriculturist has shrunk so
low that he can scarcely get a loan except on terms which are
in some cases very unfair, and from which the Act was design-
ed to save him. The present Bill will have the same eflect
upon the non-agricultural classes of borrowers. And I am
afraid the result will be that their position will be rendered
worse than it is now.

6. The most drastic portion of the Bill is Chapter III
dealing with the keeping of accounts and furnishing copies
thereof to the debtor at the end of every quarfer. In my
opinion, an insistence on this praceice wil be harsh. The
professional money-lenders maintain regular accounts as a
rule ; but, as 1 have pointed out, the provisions of the Bill
apply to persons who cannot be regarded as professional money-
lenders in the trie sense of that expressiin. I have »aid before
that there is a class of rural mcney-lenders who are no better
than their debtors in point of intelligence and literacy. In
their case keeping of tegular accounts will be an impossible
condition, unless they are compelled to maintain a scribe at a
cost which will be disproportionate with the small profits
which they may derive by their equally small lendings.
Unfortunately, this part of the Bill makes no distinction what-
svever between the different classes of money-lenders.
Further, it places the debtor’s honesty at a great premium,
and does not make any provision against his evasion of his
sowcar furnishing him with a quarierly statemant of accounts.
He will always pin down his creditor to the statutory obliga-
tion of furnishing him with the statements of accounts on the
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penalty of being mulcted of interest and costs, while he will
have perfect liberty to evade being served with the quarterly
statement.

7. Clause-2, sub-clavses (5) and (54).—Passing on to the
dificrent clauses of the Bill I have sufﬁciently commented
upon the expressicns °crediter’ and °debtor’ defined in
sub clauses (5) and (5A) of clause 2 of the Bill. I must,
however, add that the definition of the expressicn “dehtor ’
creates ancther artificial class of privileged persons in addi-
tion to an agrculfurist, and in almost every case an
enquiry of his status will have to be made by the Couri. The
clause does not prescribe the point of time which may be
determinative of the status of a ‘debtor’, that is to say,
whether his income at the date of the transaction or at the date
of the suit should be the deciding factor. The clause con-
tains no inclusive definition, such as the one found in section
2 of the Deccan Agriculturists’ Relief Act. An ascertainment
of annual income in the case of a person receiving a fixed
salary or wage may be easy ensugh. But enormous difficulties
will have to be met in a\,scel."taulunnr the status of a borrower
when the sources of his income ave not apparent. None of the
provisions of the Bill casts any obligation upon the borrower
debtor to maintain any account of his annual income. This
state of things will considerably add to the work of the Civil
Coutis, and in my opinion it will be unfair to expect the Judges
to d» this kind of extra work, with their retrenched
prospects and their equally retrenched establishments.

Clause 2, sub-clause (7), and clouse 3, sub-clause (1).—There
appears to be a conflici between the two clauses. In sub-
clause (7) ‘loan’ is defined as an advance in cash or kind at
interest. Sub-clause (1) of clause 3, however, deals with
eutts not only for the recovery of loans fallng within the
definition of sub-clause (7) of clause 2 but also for t'he recovery of
money on written or unwritten engagements to pay not provided
for elsewhere in the Bill. These lalter do not properly fall within
the definition of ‘ loan’ contained in sub-clause (7) of clause 2.
Such written or unwritten engagements are perhaps intend-
ed to be covered by vhe latte: portion of sub-clause (7) of clause 2,
that is o say the transactions ‘ which the Court finds to be
in substance a loan’. This will create a very great difficulty
in the way of the Court to decide what is a loan in the absence
of any gmdance in the enactment itself.
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Ezceptions (v), (vt) and (v¥i) to sub-clause (7) of clause 2.—
I have already commented upon exceptions (vz) and () to
sub-clause (7) In course of my general remarks. It only
remains to notice exception (v), that is to say, a loan
advanced to a wholesale trader. This kind of loan is saved out
of the provisions of the Bill. The expression ‘Trader’ is
defined in sub-clause (9) of clause 2 and includes ° wholesale
merchant ’. There is notbing in the Bill to indicate Who 1s to
be regarded as a wholesale trader. The expression ‘whole-
sale’ is not at all defined. It is & relative expression. For
instance, a village grocer may be regarded as typical of both.
He is a retail trader in relation to the village customers, and
ma¥ be regarded as a wholesale buyer from the town merchant.
But his purchases from the latter can scarcely be called whole-
sale purchases In the common acceptance of the term, having
regard to the quantities which he buys at one time, and in such
a case the town merchant will regard him as a retail purchaser.

Clause 4. —There is also a conflict between clause 3, sub-clause
(I) and clause 4 of the Bill. The former deals with different
kinds of suits and is substantially a reproduction of clause (w)
of section 3 of the Deccan Agriculturists® Relief Act. Ciause 4,
however, deals with the suits for the recovery of money loans
alone, and does not indicate the forum 1n the case of suits based
on other than money-loans and contemplated by clause 3, sub-
clause (1)

8. Chapter IT of the Bill does not contain any clause
empowering a Civil Court to grant instalments to a debtor, and
thus omits one of the main reliefs which a debtor would seek in
cases falling under the Bill. There is, no doubt, the general
provisions of the Civil Procedure Code empowering & Court to
grant instalments for the payment of the judgment, but that
power is limited since it can be only exercised at the time of
passing the decree. Once a decree 1s passed, the Court has no
power to grant instalments unless with the consent of the judg-
ment-creditor. This difficulty is got over by section 20 of the
Deccan Agrieulturists’ Relief Act which enables a Court to grant
instalments even in execution. Some such provision is,
therefore, necessary in the present Bill.

9. 1 have sufficiently commented upon Chapter IiI of the
Bill regarding the maintensnce ot accounts by fha creditor and
furnishing copies thereof at stated intervals to the debtor.
Here I shall only add that explanation (i) to sub-clause () (b)
of clause 7 dealing with the different languages in which
statements of accounts shall be furnished, omits several others
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which are in use m the Presidency, and more especially
Kanarese.” .

No. 9007, dated the 2nd November 1934,

From—A. 8. Akhund, Esquire, B.A., LL.B, District Judge,
Hyderabad ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ With reference to your letter No. 777, dated the 5th
September 1934, 1 have the honour to state that the evil
connected with the problem of indebtedness is a very real one
and it has been demonstrably recognized by various Provineial
Governments in the shape of legislation on similar lines. Only
recently, the Punjab Regulation of Accounts Act has been
brought on the statute book.

The object of the proposed bill is to protect the industrial
as well as the agricultural workers. It incorporates provisions
of Dekkhan Agriculturists’ Relief Act (sections4,5and 6 of the
hill} while sections 7 and 8 which are the central feature of the
bill are for the benefit of agriculturists as well.

The co-operative movement has not replaced the private
agency of money-lenders in the mofussil and much leeway
has got to be made to make the movement beneficial.

It cannot be disputed that indebtedness degrades borrowers—
both industrial and agricultural workers—beyond all measure,
There is no incentive for him to work as he can hardly visualize
the prospect of being free from debt. He therefore becomes
a desperate citizen with no place under the pun. He developes
a too pessimistic and frenzied outlook on Ife. Being sinned
against he does not scrunle to sin against society. In my
hkumble opinion, the criminal propensities of these peovle have,
to a great extent, a psychological reaction on account of
grinding poverty which is not wholly of their seeking.

In this Province, there is a peculiar aspect of civil litigation
which cannot but be deprecated in too scathing terms. "There
are money-lenders in the rural areas who forge thumb-impres-
sions of living persons on false accounts and this daring of
‘heire 1s only equalled by their rapacity in filing suits on the
said accounts in the life-time of their victims. What they could
be doing in the cas> of their less favoured victims, ie., the
lead can be easily imagined. If the extent of this evil and its
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demorzlizing effects on the administration wers recognized, it
would be none too early to come to the help of the illiterate
people, a good deal of whose sufferings are imposed upon them
by the money-lender who is like the * old man of the sea”.
I have dealt with this question, in my various reports and lastly
in my Administration Report from Larkana and it is reproduced
in the Report on the Administration of Criminal and Civil
Justice in the Province of Sind, 1932, at page 2.

Such being the case, it is, I think, necessary to bring forward
a bill as early as possible to control money lending, but any
Legislation to be passed must provide an effective solution of
the evil sought to be eradicated.

In the first place, I venture to suggest that the bill should be
applied to professional money-lenders only who alone are in
the habit of exploiting the needy borrower. The bill should
not include people who out of good motives would like to
accommodate a friend or a neighbour to save him from having
recourse to professional money-lenders.

The agriculturists are protected under the Deccan Agricul-
turists’ Relief Act ; therefore the provisions of the bill (sections 4,
5 and 6) would appear to be for the benefit of industrial
workers in urban areas who would not seem to need that

protection on account of the Usurious Loans Act, provided
1t is applied as it should be.

As regards the provisions of sections 6 and 7, I think they
would be necessary with certain modifications, This scheme
will to a great extent eliminate the chance of making false
accounts on forged thumb-impressions, No money-lender
will be foolhardy to do that as he would be easily caught since
he will have to send that account to his victim.

I would suggest that instead of the provisions in section 7
() it might be enacted that every money-lender should provide
every borrower with a pass book (duplicate) in which the
statement of account, and payment should be written perio-
-dically at the time of each entry. Failure to comply with these
provisions should be penalized more stringently than suggested
by the mover of the bill for by the penal provisions as suggested
in section 8 (b) and (c) one reverts to the same position as
before the proposed bill.

If therefore the bill is to be effective, the non-compliance
with the provisions of section 7 {(a) and (b) should be penalized
by the dismissal of a suit. That would have a far reaching
effect than the penalty suggested, for the money-lender would
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cover that lossi.e., the amount disallowed for interest in various
ways. This would rather give him a loophole to evade the
Act.

In the alternative, I would suggest that it would be profitable

to enquire as to how the Punjab Regulation of Accounts
Act is working in the Punjab.”

No. 3913, dated the 11th October 1934.
From-—M. A. Shaikh, Esquire, M.A., LL.B., Distriet Judge, Sukkur ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ With reference to your No. 777, dated the 5th September
1934, I have the honour to siate that I am of opinion
that— .

1. The Bill should be made applicable in the first instance

to big commercial and industrial centres like Bombay and
Ahmedabad.

2. Definition of debtor should be restricted to woikmen
in mills, factories, docks, ships, fisheries and Railway
employees and illiterate women.

3. The Bill should not be made applicable to small towns
in the mofnssil unless the defimition of “ Debtor” is
restricted as said above.

4. The opinion of the Sukkur Bar Association is that
the Bill is uncalled for and unjustifiable in the present state
of money-lending business.”

No. 193, dated the 29th October 1934.

From—A. A. Chitre, Esq., B.A., LL.B. (Advocate), J.P., Chief
Judge, Court of Small Causes, Bombay ;

To—The Seeretary to the Government of Bombay, Home
Department. :

Subject—Bill No, VII of 1934 (A Bill to regulate
the money-lending business).

“ As required by the Circular of the Acting Secretary to the
Legislative Council of the Governor of Bombay No. 885, dated
the 8th of October, I have the honour to forward to you my
opinion on the abovementioned bill a copy whereof was sent
to me by the Acting Secretary to the Legislative Council with
his letter No. 777, dated the 5th September.
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Sections 7 and 8 are the only provisions of the Bill with the
principles whereof I am gencrally in accord, as the rest of the
previsions In my opinion are either unworkable or redundant
in view of the provisions of the Usurious Loans Act and some
of them would in practice cause great hardship directly to the
money-lender and indirectly to the borrower by making the
money-lender more chary of advancing monies except on worse
and more stringent terms than those on which he does so at
present, eq;ec*-a.llv when it is realized that in a country like
India, the majority of such transactions are with more or less
illiterate borrowers who are foo ready to pass any writing or
-evidence against themselves in any form the creditor desires
them to do, as against which they have nothing but their own
uncorroborated tostimony to rely upon.

I state below some of the objections to which in my opinion
the detailed provisions of the Bill are open :—

Section 2 {54).—The last portion of this section is redundant
in that such dependants would be covered by the prior definition.

Section 2 (7) (iv).—This w ould induce money-lending firms to
form themselves into private limited companies to escape the
provisions of the Bill.

Section 2 (7) (v1).——This provision would exclude all transac-
tions on the security of cheques and hundis in the form of Bills of
Exchange and money-lenders would resort to such transactions
to avoid coming under the provisions of the Bill.

Section 4. —This provision would be unworkable. As framed
the section will not apply in cases where more Detendants than
one are sued as debtors and if it is made applicable to
such cases then ir the case of defendants residing in different
places there will be no Court having ]unadlr'tlon to tryv the
creditor’s suit. Besides it would work great hardship in
cases where the debtor having ertered into the loan transac-
tions in one place chooses to go away from that place. In
such cases it often happens that che creditor is unable to
trace even the debtor's whereabouts for considerable period,
and thus before the creditor is able to find out the place of
residence of the debtor, the claim might get timebarred.

Section §.—Even at present whenever the claim of the money-
lender is disputed both the parties are examined by the Court
to find out the actual rature of the transactiors between the
parties under the Usurious Loans Act. When the debtor
admits the claim of the money-lender it is the practice Lo apprise
the debtor of the significance of the admission, but if after an
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understanding of the matter he does not: choose to place the
true facts before the Court it is hardly possible to find out such
facts at variance with the admission. ‘

Section 6.—The principles which have been followed in framing
this section are the same which ave followed as far as possible
ever: at present when tuking accounts under the Usurious Loans
Act.

Section 7—Explanation (¢).—The provision about furnishing
the debtor every three months with an account in any of the
seven languages named which the debtor may choose to select
would be unworkable and would necessitate the emplovment
by money-lenders of servants, conversant with all the seven
languages which would be quite impracticable or appointment of
interpreters and translators the cost of which would be prohibi-
uve except perhaps in the case of a few very large and well-
organized money-lending establishments.

Section 7 (2).— The first portion of this clause is redundant
as the accounts referred to would be covered ever: otherwise by
section 34 of the Indian Evidence Act. The second portion which
authorizes the use of cectified copies 1n place of the creditor’s
original books would not in practice serve any useful purpose
ar all, but on the contrary wonld lead tc abuses, as must be
evident to anybody with any experience of the trial of money-
lenders’ suits.”

Letter No. 342, dated the 15th November 1934,

Froro—D. T. Chanbal, Esquire, Judge, Small Causes Court,
Ahmedabad ;

To—The Becretary to the Legislative Council of the Governor of
Bombay.

“ With reference to your letter No. 777, dated the 5th
September 1934, regarding Bill No. VIT of 1934 to regulate the
money-lending business, I have the honour to state that while
in agreement generally as to the necessity of some legal check
against victimisation of poor people by unserupulous money-
lenders I am of the opinion that the provisions of the Bill
require substantial modification by restriction of their scope
and simplification of procedure before they can be successfully
worked 1n practice,
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2. The main difficulty would be with tegard to the
definition of the word ‘debtor’. As it stands it comprises
all classes of debtors including traders and agriculturists.
In respect of the former when applying the test of yearly
income laid down in section 2 (54) unnecessary contest,
vague evidence and delay may well be imagined from the
experience of the Deccan Agriculturists’ Relief Act. In my
view traders who incur debts for business purposes with
attendant risks should find no place in the new Act which may
more advantageously be confined to labourers, artisans and
employees whose income could be more easily determined and
who need real protection. Agriculturists may similarly be
eliminated because a special law exists for them. Further
question is about the classes of suits falling under the Act.
Section 3 to section 6 appear to include suits other than those
for recovery of loans which seems rather inconsistent with the
preamble and objects and reasons of the Bill. In this con-
nection the provisions indicated in section 2 (2) and (3) of
the Usurious Loans Act X of 1918 defining ‘loans’ and
‘ suits * may be preferably adopted.

8. Then as to procedure, the requirement in section 4 of
the proposed Act that every suit must be brought in the Court
within whose jurisdiction the Defendant resides seems too
hard and unfair on creditors, some of whom may not even be
literate or sufficiently wealthy themselves. That will be
particularly so when debtors take recourse to fleeing, In this
respect facility given to the debtors might be to their own
prejudice by discouragement of all loans. The event of debtor
shifting to Native States scems not to have been considered.
Then again the procedure laid down in section 5 which is
apparently engrafted from the Deccan Agriculturists’ Relief
Act will tend, as the experience under that Actsshows, todelays
and is likely to throw unnecessary burden of work on Courts
in many cases. The same applies to the requirement of
preliminary issues in section 8 {(a) and of opening up all
transactions between the parties. Instead of all this perhaps
a simpler and shorter step would be to call upon the Courts to
investigate the history of the particular transaction before
them with the express view that the debt is not unduly swollen
by interest being frequently eapitalised and charged at
unreasonably heavy rates.”
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Letter No. 7717, dated the 19th October 1934,

From—LE. V. Castellino, HEsq., M.A., LL.B.. Officiating Judge,
Court of Small Causes, Karachi ;

To-—The Acting Secretary to the Legislative Council of the
Governor of Bombay.

Subject—Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

“With reference to your letter No. 777, dated 5th September
1934, and the Circular No. 883, dated 8th October 1934, on the
above subject, I have the Lonour to submit my opinion as
under.

I welcome the Bill.  Inno Coeurt in the whole of the Pro-
vince of Sind are there as many suits filed by money-lenders in
the course of the vear as in the Court of Small (‘auses. Warachi,
and I have been anxiously awaiting some form of tegistation to
give substantial prﬂtectmn and relief to debtors. The pro-
posod Bill which is modelled, T find. on the Deccan Agricul-
turists” Relief Aet XVII of 1879 and which reproduces some of
1ts sections almost verbatim however requires certain amend-
ments which I venture to suggest below :—

1. As there 1s the possibility of a shrewd money-lender
endorsing a promissory note received from a debtor in favour
of & third person i order to defeat the provisions of the Act,
P owould add the word  ‘endorsement” after the word
Sasstenment T o the second last line of sub-section (5) of
section 2.

2. 3 would wmake it clear i sub-section (54) of section 2 thai,
the statns of the debtor at the time of the loan and not at the
time the suit 1s brovght or comes for hearing is to be considered by
insertmy the words * at the time of the loun’ aiter the word
‘vear’ in the second line of the sub-scction. A debtor wmay
earn Ru. 2,000 a vear at the time of the loan but at the time the
suit 1s brought or comes up for hearing the debtor mayv be
drawing Rs. 2.050 and thus be excluded from the benefit of the
Act unless the point is made clear as suggested by me.
I notice that the income of the debtor 1s fixed at a maximum of
Rs. 2,000. No appavent reason is assigned for this Iimitation.
There bave been cases of some debtors appearing in my Court
whose income was more than Rs. 170 per mensem. I would
venture to suggest that the henefit of the Act he extended
to those whose yearly income does not exceed Rs. 4,000. Then
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again no reason is given for hmiting the extent of the loan to
Rs. 1,000. The jurisdietion of thiz Court is Rs. 2,000 and
1would venture to suggest that the figure of Rs. 1,000 be raised
to Re. 2,000.

3. [ have nothing to say to the definitions of ° Interest’
and ‘ Loan ' in sub-section 6 and 7 of section 2 as they are
with verv slight modification the definitions given in section 2,
sub-section 1 of the Usurious Loans Act X of 1918 but I would
add the following proviso at the end of sub-section 7 of
section 2 :-—

‘ Notwithstanding anything contained in section 92 of
the Tndian Evidence Act oral evidence shall be admissible
to prove that the transaction hefore the Court was in
substance one of loan.’ _
4. Section 3 ol the proposed Act resembles eclauge (w) ot

section 3 of the Deccan Agriculturists” Relief Act but I would
suggest the insertion of the word ‘due’ after the word
“Joans " in the first line of seetion 3 and would alter the word
“one * to ‘two ’ in the last but one line of the section.

3. Section 4 of the propoged Act corresponds to section 11
of the Deccan Agriculturists’ Relief Act. T would delete the
words * for recovery of monev Joans’ and imsert instead the
words ° of the description mentioned in section 3.

6. It will be noticed that the last words of section 6 of the
proposed Act are ‘ at the rate allowed by the Court as herein-
after provided . T do not find any such provision hereafter.
I would therefore snggest the following as section 6A :—

‘ In taking an account under gection 6 in any suit under
this Act where interest 1s chargeable such interest shall be
awarded at the following rates:—

(n) the rate, if any, agreed upon between the partics,
or the persons (if any) through whom they claim, unless
such rate 1s deemed by the Court unreasonable ; or

{b) if such rate 1s deemed by the Court unreasonable or
if no rate was agreed upon, such rate as the Court may
decm reasonable not exceeding 18 per cent. per annum
where the loan 1s unsecured and 12 per cent. where
the loan is sccured’. Compare section 7IA of the
Decean Agriculturists’ Relief Act.

I notice that the Clentral Provinces (Government has recently
passed an Act limiting the rate of interest as proposed

by me.
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7. 1 find there is no provision in the proposed Act to
compel the creditor to pass a receipt for a payment made to
him or to a person on his behalf. I would therefore suggest
provision being made as follows :—

“7A. The creditor or any person on hig behalf to whom
payment in liquidation of the debt is made by the debtor
or any person on his behalf shall at the time of such payment
tender to the person making the payment whether he
demands the same or not a written receipt for the amount of
such payment but this shall not preclude the debtor from
proving the payment in any other way.’

As the failure on the part of the creditor to pass a receipt has
to be penalised I would suggest amendments in section 8 of the
proposed Act by adding the words ‘ and section 7A° in the
last line of clause (a) of section 8 and substitute the words
‘ clause (@) of sub-section 1 of section 7 and section 7A’ for
the words ‘ clause 7 (1) (@) in the second line of clause (b)
of section 8 of the proposed Act. I would make no alteration
in the explanation to the section. T may mention that section
7A proposed by me is on the lines of section 64 of the Deccan
Agriculturists’ Relief Act.”

No. X dated the 17th November 1934,

TFrom—Y. M. Ferrers, Esquire, 1.C.S., Judicial Commissioner of
Sind ;

To—The Becretary to Government, Legal Department, Bombay.

Subject—Bill No. VII of 1934 (A Bill to Tegulate
the money-lending business).

“ With reference to vour letter No. 777, dated 5th September
1934, on the subject noted above, I have the honour to state
that the Bill No. VII of 1934 finds little favour in Sind.

Of those whom I have consulted, some damn the proposal
with faint praise, and some in plain terms.

The senior Judge of this Court and myself are in the second
category, :

Bills to abolish usury have since the begmning of history
occupied the attention of all the legislatures of every civilized
community. :

All attempts have ended in total failure,
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In our own country the Deccan Agnculturlsts’ Relief Act
is the outstanding example.

The theoretical reasons why the thing cannot be done have
been stated by many writers at some length, and by Bantham
with particular cogency.

His arguments have never yet been refuted ; nor is it likely
that they ever will,

If any practical proof is required, the experiment has been
tried in many places and at many times: and the result has
always been the same.

The present Bi]l is another of many well-meant attempts to
.achieve the impossible.

It is unnecessary to reiterate reasons which can be found in
many elementary primers : it is enough to say, that in my
opinion the proposal now under consideration would merely
make bad worse.”

Letter No. 6229 dated the 22nd November 1934.
From—G. Davis, Esquire, I1.C.8., Remembrancer of Legal Affairs ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

Subject-—Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

o With reference to your letter No. 777, dated the Sth
September 1934 in connection with the above subject, I have
the honour to state as iollows :—

1. This 1s a big and very complicated problem and a mere
compliance with “the provisions of this Bill will throw an
. immense amount of work upon money-lenders and the courts.
One need not be particularly sorry for the money-lenders but
the Bill seems to suffer from that very defect which the mover
finds in the Acts already on the Statute Book and which is one
of his arguments in favour of his Bill, namsly, that the Deccan
Agriculturists’ Relief Act and the Usuiious Loans Act aflect
only cases brought to court : so apparently does this new Bill.

2. T can see no penalty provided for failure to kecp accounts
in the prescribed form. Nor is it clear how this Bill will
restrain horrowers from borrowing. It will not be beyond
the ingenuity of the money-lender to discover means of cvading
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the provisions of the Act. 1 suspect this Bill is another of
Mr. Sved Munawar’s importations. T think myself it would be
desirable to statt to grapple with this problem in a more modest
manner, and in my own opinion a Bill for the registration of
moncy-landers and a provision that no conrt should take
cognzance of a suit {or the recovery of 4 debt by a money-lender
anlers che monev-lender was a registered money-lender and kent
his accoune in a prescribed furm would be a simple and mose
effective beginning. 1 think myself the appointment of a small
committee of officials and non-officials to consider this and
any other measuce vnich has the same purposs and to make
proposals for lernslatmn if they come to the conelusion that
such 15 deswab 1e, would be of orreater henefit to the vublie than
the passing ol this Bill by the Legislative Council.”

Tetter dated the 18th October 1934,
From—38ir J. B. Kanga, Advocate General, Bombay ;
To—The Acting Secrctary to the Legistative Council.

Subgect—Bill No. VIL of 193¢ (A Bill to regulate
- the money-lending business).

“T have the honour io inform vou that 1 was a member of
the Commitiee anvointed by the Bombayv Bar Association to
ceport on the abhove Bill.

[ agree with the views expressed in the Repmt of tne
Association a copn whereof Is forwarded herewith.” °

(Report of the Bowmbay Bar Association, dated the 20th September 1934.)

“The Association approves of the principles underlving the Bill that
debtors must be tescued from the clutches of money-lenders and that
Courts should not be a party to unconscionable bargains between them.
But the Association cannot support the Bill as drafted. Tt appears to
the Associafion to be a hasty and ill-coneeived piece of legisiation.

If any amendment is required 1 the law as it stands the proper method
of dealing with it is to amend and alter the Usurions Loans Act.

Without wishing to criticise the Bill under consideration in detail the
Association wishes to point ont that section 4 of the Bill is clearly ultra
rires of the Local Legislative Council as it seeks to deprive the High Court
of jurisdiction vested in it by Clanse XII of the Letters Patent. It is
needless to say that this can only he done by an Act of the Indian
Legislature.” '
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Letter No. 2397 dated the 14th November 1934.
From-—G. Louis Walker, Esquire, Solicitor to Government ;

To—The Acting Secretary to the Legislative Couneil of the Governor
of Bombay,

“ Refuriing to your letter No. 777 dated the 5th of September
with which you sent me a print of the Bill No. VI of 1934 and
requested me to communicate to you my views I have the
honour to state as follows :

2. Tt appears to me that the Bill is limited in its application
and is open to‘all the objections set out in the speech made by
Rao Bahadur G. V. Pradhan on the first reading of the Bill.

3. In my opinion the object of the Bill will be better attained
if a provision 1s made for the registiation of money-lenders.”

Letter No. 2203 dated the 11th September 1934.

From—P. B. Shingne, HEsquire, B.A., LL.B., Government Pleader,
High Court ;
To—The Secretary to the Legislative Council of the Governor of
Bombay.
Subject—A Bill to regulate the money-lending
business.

“ With reference to your letter No. 777, dated the 5th
September 1934, on the above subject, I have the honour to
forward herew1th my opinion on the provisions of the bill,
noted above.”

(Opinion on the provisions of the Bill t¢ requlate the Money-
Lending Business by Mr. P. B. Shingne, Government Pleader,
Huwh Court, Bombay, dated the 11th September 1934.)

“ The object in view is praiseworthy. The provisions meant
to achieve the object are in some particulars of a drastic kird,
e.g. those in Clause (7) of the Bill. Some of the creditors may
not be able to keep pace with them.

2. There are ways in which the creditors can in spite of
the provisions in the Bill defcat the object of the Bill. They
can lend and at the time of lending cut down the money-
payment or take a note or bond for a larger-sum. These are
the usual devices in force and even educated persons submit to
these devices in case of need.

Mo-1 Bk Hb 103—8



58

3. Barring the provisions in clauses (7) and (8), there i3
the Deccan Agriculturists’ Relief Act, which applies in the case
of Agriculturists. There is also the Usurious Losns Act. It
is not known to me if there is a large body of debtors irom
classes (other than those protected by those Aects), who require
to be protected.

4. There 1s no provision i the Bill of the nature of
Section 10A of the Duccan Agriculturists’ Rehef Act.

5. It is said in the Statement of Objects and Reasons, that
the Bill, if passed into law, will act as a check on reckless
borrowers. I do not know how this object is proposed to be
achieved.”

Letter No. A.G.R. 107, dated the 16th November 1934.

From—H. B. Clayton, Esquire, C1.E., 1.C.S, Commissioner,
Southern Division ;

To—The Secretary to Legislative Council of the Governor of
Bombay.

Subject—Bill to regulate the money-lending
business.

“ With reference to your letter, No. 777, dated 5th September
1934, I have the honour to forward herewith the reports of
the Collectors in the Southern Division and to state that as
far as I have had time to consider the matter I am disposed
to agree with the views expressed by the Collector of
Dharwar.”

Letter No. 1.A. W, 463, dated the 6th November 1934,
From—R, 8. Hiremath, Esquire., L.Ag., Collector of Belgaum ;

To—The Secretary to the Legislative Council of -the Governor of
Bombay.

Subject— Bill to regulate money-lending business.

“ With reference to your No. 777, dated the 5th September
1934, on the subject mentioned above, 1 have the honour
to observe as under :—

.1t has been made clear in the Statement of Objects and

Reasons appended to the Bill, that the purpose of the Bill
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is to exercise a legal check upon unscrupulous money-
lenders as also upon reckless borrowers, who habitually
indulge in the delight of borrowing. The Bill is directed
against professional money-lenders known as ‘ Sawkars’
who advance loans and recover interest at exorbitant
rates. The spirit underlying the Bill is commendable,
but I am doubtful about its practicability and whether it
will serve the purpose for which it has been designed.

From the definitions of ¢ Creditor ’, ¢ Debtor ’ and ‘ Loan’
in Chapter I, it is apparent that the Bill seeks to exercise
a check upon regular money-lending business carried on by
imdividuals to the extent of Rs. 1,000. In rural areas where
the Bill would thus be appropriately applicable, money-lending
is not so regular and yet the money-lenders are oppressive
enough and probably more in number than the so-called regular
money—lenders. Again, relief, if any, is admissible to either
party—the debtor or the creditor—only when the transactions
entered into by them, are brought for inquiry before a ‘ Court ’.

In many cases, loans are advanced on the security of
ornaments at ex.eeptlonally high rates of interest and if the
interest is not paid regularly, it is added to the principal,
and the mortgaged ornament which is worth considerably
higher than the loan advanced is ultimately gulped against the
principal and the accumulated interest. Again, there is a class
of creditors who have their own ways of extorting their dues,
without recourse to a Court of Law. In such cases, which
are not infrequent, the object of the Bill is completely defeated.
In fact, it has been admitted by the mover of the Bill himself
that there are numerous instances of substantially unfair
transactions which do not reach Courts of Law for various
Teasons.

Chapter T1I of the Bill prescribes the mode of maintaining
and furnishing of accounts by the creditor. This provision is
calculated to prevent the manipulation of fraudulent accounts
by the creditor, and to give the debtor an idea as to his exact
liabilities. Most of the money-lenders as also the borrowers
In rural areas, are illiterate and the enforcement of complying
with this provision would operate harshly upon the former
and be of no material use to the latter. Ihshonest creditors,
purporting to evade their responsibility in this connection,
would be shrewd enough to execute from their debtors bonds
for a sum greater than Rs. 1,000 even though the loan actually
advanced is less than the amount. Also, creditors, acting
in good faith, would charge a higher rate of interest to
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compensate the extra labour invelved In maintaining and
furnushing of accounts in the prescribed manner. in respect
of any loan, however small. It would thus be rendering the
debtors more helpless and throwing them at the mercy of their
creditors than hitherto, if the Bill passed into Law.

The proposed Bill 15 not, therefore, a welcome measure.
[n fact, no piece of legislation, like the one under reference,
:an  successiully solve the problem of rural indebtedness.
What is required is the starting of more co-operative and
nortgage banking institutions. Further, the most important
0int is mass education which should be undertaken with
v view to enable the villager to realise his exact financial
sosition. He must be taught to live within his means, improve
its agriculture, work hard and be sober. Tf this is realised,
here will be far less occasions for him to fall a prey to the

> o

nalpractices of the ‘ Sawkar” .

No. L.A.W. 81, dated the 23rd October 1934.
From—M. D. Bhat, BEsq., I.C.S., Collector of Bijapur;
To—The Commissioner, Southern Division, Belgaum.

Subject—Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

“ With reference to your memorandum, No. A.G.R. 107,
dated the 18th September 1934, on the subject mentioned
above, I have the honour to state that I do not see how the
proposed Bill will help to check unserupulousness on the part
of monev-lenders or recklessness on the part of borrowers,
to any great extent. There is already the Usurious Loans
Act in force which gives Courts power to reopen transactions
and reduce Interest 1f it is found to be unconscionable.
Instances of manipulation of accounts with a view to evade the
provisions of the Usurious Loans Act are not known to be
so numerous as stated by Mr. Munawar in his statement of
objects and reasons. There does not, therefore, appear to be
any necessity to give Courts the powers proposed in Chapter I
on the lines of the powers given to them under Sections 3.
12 and 13 of the Deccan Agriculturists’ Relief Act.

2. Sections 7 and 8 appear to be harsh and unfair to money-
lenders. It s not understood how the maintenance of accounts
and supplying statements periodically in the prescribed forms
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to borrowers will serve to make debtors less dependent upon
creditors and to check the alleged harassment and vietimiza-
tion on their part. The statements to be supplied by credi-
tors will be of little use to borrowers who are literate, metho-
dical and prudent as they already know how they stand in
regard to their debts while these statements will be unintel-
ligible and of no avail to borrowers who are illiterate, unsys-
tematic and imprudent. Thus the possession of these state-
ments by borrowers will hadly serve to check recklessness
on their part.

3. If the Bill is passed into law, small money-lenders will
have to give up their business and poor persons will find it
difficult to obtain loans whether in towns or villages when
they are sorely needed. Unscrupluous creditors will on the
other hand try to find out ways and means for circumventing
the law and continue to defraud borrowers as before.

4. On the whole I am of opinion that the Bill as proposed
is not feasible. Perhaps a simpler Bill giving protection to
persons earning their livelihood by manual labour and whose
annual income does not exceed Rs. 300 would be more useful
if money-lenders are required to give receipts to borrowers
whenever payments are made or to enter payments in pass-
books issued to them on the lines of the provisions of Sections 64
and 66 of the Deccan Agriculturists’ Relief Aect.”

Letter No. M.3.0. 364, dated 4th November 1934.
From—L. N. Brown, Esq., 1.C.S., Collector of Dharwar;
" To—The Commissioner, Southern Division, Belgaum.

Subject—Bill to regulate the money-lending
business.

“ With reference to your memorandum, No. A.G.R. 107,
dated September 18th 1934, I have the honour to state that
I am opposed to the proposals of the Bill. Tt 1s a fallacy to
suppose that borrowers are benefitted by legislation of this
sort. Money-lenders would still lend money, but would
demand higher interest ; the credit of agriculturists would
be restricted, and their operations greatly hampered.

2. Itisalso by no means certain that money-lenders deserve

the bad reputation which Syed Munawar attributes to them.
In times of scarcity, money-lenders often advance grain or
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money to their neighbours either without interest or at low
rates of interest. They are a very necessary factor in Indian
rural life, and attempts to regulate them out of existence are
not only futile but mischievous.”

Letter No. 5611, dated the 9th November 1934.
From—M. J. Desa.i, Eeq., 1.C.8., Collector of Kanara ;
To—The Commissioner, S8outhern Division.

Subject—A Bill to regulate the money-lending
business.

“ With reference to your No. A. G. R. 107, dated 18th
September 1934, I have the honour to state that the Bill No. VII
of 1934, is open to objection on the general ground of restricting
the credit of the ryots. It has been urged, and with a certain
degree of force, that the Deccan Agriculturists’ Relief Act
has been responsible for narrowing down the ryots’ field for
borrowing and that the transactions which weuld ordinarly
be simple mortgages, have now become virtual sales, as the
Sawkar does not want to give a loan without full security.
The gencral effect of the present Bill will also be a greater
reluctance on the part of Sawkars to give loans, and as in the
case of the Deccan Agricultucists’ Relief Act, the Sawkar heing
the more intelligent party will try to circumvent the provisions
of sections 5 and 6 of the Bill by having a virtual sale of the
ryots’ lands while giving a Joan. The ryot being needy will
submit to this alternative and unscrupulous money-lenders
will be able to take up the lands for very small amounts,
Personally I am opposed to any interference between the
relations of the Sawkar and the ryot, unless we can supply
cheap eredit through other agencies. The co-operative
societies have not been an unmixed blessing. The rigour with
which the recovery work is undertaken has made the
co-operative socleties unpopular as the ryot was usually able to
play off the Sawkar in a Civil Court for a number of years.
The village still prefers the Sawkar, even with his high rate
of interest, as the Sawkar can be put off from time to time and
also certain relief obtained by a little tact. There are not
enough facilities for credit, not to say of cheap credit, for the
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agriculturists in this district and I would oppose any measure
which tends to narrow down further the field of credit facilities
for the ryot.

Apart from the above, the Bill contains certain clauses,
e.g.. submission of three monthly accounts, which cannot be
observed by petty money-lenders. Accounts in this district
and in most of the Karnatak districts are kept in Kanarese
but that language is not recognized by Explanation T of
section 7. Clause 4 regarding jurisdiction 1s vague. The
debtor may take a loan in Dharwar and then come and stay in
Karwar. In such a case no proceedings could be instituted at
Dharwar. And it is equally doubtful whether he could be
sued at Karwar, as he Is not a debtor, within Karwar limits,
The best thing is to amend the clause and say © within the
local limits of whose jurisdiction such defendant who is a debtor
resided when he took the loan.” The definition of °debtor’
in clause 5-A is also much too wide. Instead of including
“all persons dependant on the debtor’ in the definition, it is
better to limit i1t to ‘ the legal representatives and successors
in interest whether by inheritance, assignment of or otherwise
of the person who took the loan.”

Letter No. M.S.C.8.R. 21, dated the 5th November 1934.
From—S8. Aminuddin, Esq., I.C.8., Collector of Kolaba ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

Subject—A Bill to regulate the money-lending
business.

“ With reference to your letter, No. 777 of 5th September
1934, I have the honour to offer my remarks on the above bill
as under.

There is no doubt that the hill will go some way to help
the agriculturist debtors but how far it would be of any
material help to the debtors can only be judged after some
years of its operation. The creditors owing to many restric-
tions put upon them for instance furnishing each debtor every
threes months with a legible statement of account signed by
the creditor would hesitate to advance money to the debtors
with the result that poor agriculturists and labourers will ba
handicapped in getting money in times of need and difficulty,
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I would suggest compulsory registration of money-lenders
alongside with this legislation.

Provision may be made in the bill to the effect that the
promissory notes or the accounts of those who are either
illiterate or can sign their names only should compulsorily be
attested by two witnesses who can read as well as write. This
will check to some extent the tendency of some dishonest
creditors to take promissery notes or to write accounts for
sums I excess of the loans actually made.

The proposed Act would exercise a legal check lipon
unscrupulous money-lenders such as Marwadis and Pathang.”

Letter No. L.A.W.B.R. 207, dated the 30tk October 1934.
From—Sahebzada Sardar Muhammad Khan, Collector of Ratnagiri,

To—The Secretary to the Legislative Council of the Governor of
Bombay.

Subject—Bill to regulate the money-lending
business.

“ Referring to your No. 777, dated 5th ultimo, I have the
honour to state that it happens many a time that the defendant
is purposely kept back by the creditor from attending the
Court on the day fixed for the hearing of the suit on some
ground or other to get the ex parte decree passed in his favour.
The facts of the case would not all come on the record unless
the defendant is present. To secure this object, it is necessary
to compel the defendant to be present before the Court. It is,
therefore, suggested that the words ‘ may compel the defendant
to attend the Court, if he be absent and’ after the
words ¢ the Courts * occurring in line third in section 5 of the
Bill mav be added. There should also at the same time be
provided some penal clause for non-attendanee of the defendant.

2. The proposed Bill will go a long way in mitigativg the
evil caused by usurious money-lenders. Tt 1s a long felt
necessity. I, thcreiore recommend that the Bl]l may be
passed into law.”
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Letber No. M.B.C. 649, dated the 19th November 1834.

From—J. H. Garrett, Esq., C8.I, 1.CS,, Actmg Commissiorer,
Northern Division ;

Te cuv Jecretary to the Legislative Counpil of the Governor of
Bombay.

Subject—A Bill to regulate the money-lending
business.

Reference—Your latter, No. 777, dated Btk
September 1934.

*I have the bonour to state that I have no desire to see

this Bill passed in its present form I have grave doubts as te
1ts practicability.

2. I attach hereto the reports of the Collectors of Kairs,
Broach and Panch Mahals and Thana in the matter. Reports

from the Collectors of Ahmedabad and Surat have not yet been
received,”

Letter No. M.S.C. 247, dated the 22nd October 1934,
From—M. 8. Jeyakar, Eaq., M.A., Collector of Kaira;

To—The Secretary to the Leé;isiative Council of the Governor of
Bombay.

Subject—A Bill to regulate the money-lending
business. ;

“ With reference to your letter, No. 777, dated 5th September
1934, I have the honour to state that the bill is designed to
control the profession of deceitful money-lending which has
admittedly assumed a menacing aspect. It appears to have
been closely modelled on the lines of the Deccan Agriculturists’
Relief Act. It applies only to low sums of money borrowed
by the poorer classes of the population and it would be a
boon to those classes of people who horrow monev from
unscrupulous and relentless Shahukars,”
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Letter No. M.B.C.; dated the 16th October 1934.
From—M. J. Dikshit, Esq., Collector of Broach and Panch Mahals ;
To—The Secretary to the Legislative Council of the Governor of

Bombay.
Subject—Bill No. VII of 1934 to regulste the
money-lending business.
Reference~—~Your No. 777, dated 5th September
1934.

“T have the honour to state that the provisions of the draft
Bill are adequate. Section 4 of the Bill provides that every
suit for recovery of money loans shall be instituted in the
court within the local limits of whose jurisdiction the debtor-
defendant resides and not elsewhere. This would make the
position of the money-lenders difficult as they would have
to first find out the residence of debtors if they have run away
in order to evade payments. Under the existing law in the
Civil Procedure Code, the suits are to be filed in the courts
exercising jurisdiction over a place where the cause of action
has arisen. 1t is, therefore, suggested that section 4 may be
so worded so as to give option to the creditors to file a suit
either in the court having jurisdiction over the place where
the cause of action has arisen or where the defendant resides.”

Letter No. M.S.C. 385, dated the 5th October 1934,

From—Khan Babadur Shaikh Yalub Vazir Mubhammad, M.B.E.,,
C.8., Collector of Thana ;

To—The Commissioner, Northern Division.
Subject—Bill to regulate money-lending business,

“ With referenge to the letter, No. 777, dated 5th September
1934, from the Secretary to the Legislative Council of the
Governor of Bombay, inviting views on the abovenoted Bill,
I have the honour to state that I generally agree with the
provisions of the Bill, and consider that it would to a certain
extent control the profession of money-lending, which has
admittedly assumed a menacing aspect in the Presidency.
I would, however, suggest that some provision may be made
in the Bill for the registration of money-lenders or Sawkars,
termed in the Bill as « creditors.” A creditor is defined in the
Bill as a person who in the regular course of business advances
& loan. There may be a number of money-lenders including



67

Pathan money-lenders, continuing malpractices in money-
lending business who have a loop-hole to escape as having
no regular course of business though actually the money-
lending business is carried out so as to defeat the object of the
Bill.”

Non-official opinions.
No. 1285/34, dated the 2nd September 1934.

From—Diwan Bahadur Ambashanker Uttamram Maslji, Pleader,
Broach ;

To—The Secretary to the Legialative Council of the Governor
of Bombay.

“ With reference to Bill No. VII of 1934 for regulating the
money-lending business, 1 have the honour to offer the following
criticism for favour of taking such action as may be found
necessary :--

(1) Tt should be made clear whether this Bill if passed
will affect the Deccan Agriculturists’ Relief Act. Probably
the idea is to protect non-agriculturists, thinking that the
agriculturists are already protected by the Deccan Agricul-
turists’ Relief Act. :

(2) 1 the above is the idea it would be better to incorporate
in the Deccan Agriculturists’ Relief Act provisions similar to
those in Chapter 111 of the Bill, as the necessity of these
provisions in the case of agriculturists would be greater.

(8) The definition of ‘ Debtor’ [section 2, clause 5 (a) ] is
very confusing and it is not understood why he should be a
person with a hability not exceeding Rs. 1,000 with an
annual income of Rs. 2,000. Generally with an income of
Rs. 2.000 the debtor’s credit to the extent of thrice as much
i3 very safe and the liability should therefore be Rs. 6,000
instead of Rs. 1,000.

(4) It is not clear whether the aforesaid lability of
Rs. 1,000 is intended to be of the particular creditor or is to
be understood as the debtor’s total liability.

(5) It is not easy to understand how the creditor is to
know the income of his debtor. At least the ereditor if he
went to some court other than the one showed in the section,
the creditor must allege that the debtor’s income exceeds
Rs. 2,000. |



{(8) The Bill extends to mortgage transactions as well and
1t 18 not understood how mortgage suits relating to the sake
of immovable property could be mstituted where the debtor
resided. Probably section 4 requires a small addition on the
lines of the last paragraph in section 11 of the Decean
Agriculturists’ Rehef Act.”

(Resolution of the Panchayot of Bhiria district Nawabshah, -
Sind.)

The Panchayat of Bhiria (district Nawabshah, Sind) at its
meeting dated 10th August 1934 has passed the following
resolution :—

This Panchayat strongly protests against the introduction
of the bll in connection with the money-lending business by
Mr. Syed Munawar, M.L..C., a Muslim Member of the Bombay
Legislative Council on the grounds—

that in the province of Sind, the money-lending business
in towns and villages is mostly conducted by Hindu Banias
who are generally not conversant with any of the languages
specified in the article 1 (b} of the Bill and the submission of
the quarterly statements of balance sheets to each borrower
especially by money-lenders in the wvillages on the due dates, is
a hardship imposed on them which will ultimately result in
their gradually closing down this business and thus depriving
them of their ancestral means of livelihood. Consequently
the general business of such localities will proportionately be
affected if the agriculturists and the other poorer classes of
people who are irom time to time dependent on the money-
lenders are made to suffer on this account.

This Panchayat considers that there is no necessity of this
Bill being passed by the Legislative Council, as under the
existing acts, the courts have already full powers to grant any
reasonable tate of interest in case of any suit against the
money-lenders.

In case this act is presented and is finally passed in the
Legislative Council, this Panchayat strongly protests against
its extension to the province of 8ind and accordingly requests
the Governor in Council to be pleased to withhold its
application to this province.

Resolved that a copy of the above resolution be sent to the
Government of Bombay, Legislative Department, the Commui-
ssioner-in-Sind and the Collector of Nawabshah.



The following objections from Mr. Mukhi Chellaram Phalchand of
Nawabshah are submitted against the Bill introduced by Mr. Syed
Munawar, M.L.C., relating to money-lenders :—

1. That there is no necessity of such an Act when there is
already power invested in the Courts to order inspection of
books or to reject or allow any items in the accounts.

2. That this will curtail the right of free lending akd
borrowing.

3. That this act will produce disastrous effects on the
agricultarist. An agriculturist now-a-days takes loan from
a merchant and which loan vaccount, by process of striking
balance within the peried of 3 years generally extends to
about 8 t0 10 years allowing him to retain the amount all this
time. Zamindars can bardly cope with the requisite money
borrowing demands of the local farmers. A 2amindar has
not enough money to supply the necessities to preserve life
of his farmers. Pecuniary position of zamindars is hopeless.
Though there are co-operative banks who extend loans fo
farmers, yet it is proved beyond doubt that they have failed
to render any adequate help to satisfy the needs of the poor
farmers. It is the merchant who is in position to do money
lending business and if obstacles are put in his way he will
feel shy and positively refuse to do business.

4. At present there are better investments and bania is
pouring his money in purchasing buildings and selling them or
earn by rent etc. Money lending to the farmer is already
becoming unpopular on account of the following reasons :—

(1) That money lent to an agriculturist is locked up for
long periods.

{2) That such loans are very often time-barred.

¢8) The recovery through the Court is difficult.

(4) The existence of Encumbered Estates and like institu-
tions makes it impossible to recover the whole amounts.

(5) If the agriculturists are not helped by the merchant
with money the former will turn criminals in the condition
of their desperateness.

(6) That on account of this act, the merchant class, which
extends loans will be exposed to frivolous demands of the
debtor and make the recovery more impossible.

(7) The people are now intelligent and knowing and
asquuinted with accounts etc. The debtor is no less vigilant
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and knows his tights very well and therefore this Act would
be unnecessary and superfluous.

(8) The efforts have been put very recently that sumch
Acts like Deccan Agriculturists’ Act, Encumbered Estates’
Act should be amended to minimize the severity of their
principles against the creditors. But if severities are on the
contrary augmented, the money-lending to the farmers
*will greatly suffer.

(9) There are large tracts of Government lands created
by the Barrage system. It is the substantial help of the
merchant which enables the poor farmers to purchase these
lands.

{10) After the opemng of the Co-operative Society banks,
the merchant class has refrained from extending loans to
the farmers and if further restraints are added in the shape
of above Bill, they will stop extending loans to the farmers
any meore.

5. For the reasons above mentioned, the act is unnecessary.

() Before the Act is passed, it is advisable to form a sub-
committee consisting of the majority of the people of the
same business and of the agriculturists, who shall be the suflerers
by this Act, to enquire and report the prevailing conditions
of money lending business. By so doing the public will have
the opportunity to frame their just opinion and the Govern-
ment also will come to know the public voice regarding the
Bill. The results will be very bad if this Act is passed. We
therefore both the creditors and debtors shall be very thankful
to the Government if they see that this Bill is not ratified in
any case.

(b) But in case the act is approved of, the period of
3 months should be extended to 12 months to avoid unneces-
sary costs of maintaining clerks etc. to keep accounts.
Further the Act should be passed on special condition that
Encumbered Estates and Deccan Acts are repealed and that
after the special officer determines the balance 1 any account,
the same may be recovered immediately by a process without
going to a Court of law.

(¢) The accounts may still be maintained in Hindu Sindhi
letters.

[Similar objections have been received from the Panchayat
Bucheri, Taluka Nawabshah, District Nawabshah (Sind).]
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No. Personal /35308, dated the 14th September 1934,

From—A. G. Gray, Esq., Manager, the Bank of India, Ltd., Bombay;
To—The Acting Secretary, Legislative Council, Poona.
Re : Bill No. VII of 1934—Money-Lending.

In answer to your letter No. 777 of 1934 dated the s5th
ingtant, I beg to state that as the Bank of India L.td., does not
appear to be concerned with the proposed Bill, the view ex-
pressed below ig my personal opinion,

My experience of money-lending business within the scope
of the Bill is derived chiefly from efforts I have made to relieve
my servants and other similar (non-agricultural) people from
the clutches of Sawkars.

T consider—

(1) that a Sawkar who takes a promiésory note for a sum
in excess of the loan should be penalised in some manner ;

(2) that the rate of interest should be limited or restricted ;
nevertheless the maximum rate permissible should be sub-
stantial. :

(3) that loans granted by Sawkars should be classified :---
(@) Loans against adequate tangible security.

(b) Loans ‘secured ’ by promissory notes by 2 or more
persons, but 2 brothers should be regarded as one
person only for this purpose.

{¢) Loans ‘ secured ’ by promissor'y notes by one person,
1.e. the borrower only.

(4) that there should be a scale of maximum interest
for each class of loan.

It must be borne in mind that Sawkars are very careful
living people and they are not fabulously rich—they have
numerous bad debts.

The Court making enquiries, vide page 4, section 5 may be
directed to pay particular attention to the eflorts or to the
absence of any effort made by the borrower to pay interest
and/or to repay the loan by instalments.
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No. 74-A.B.1. dated the 30th Ssptermber 1884
From-—-The Secretary, Karachi Chamber of Commerce;

To—The Acting Secretary to the Legislative Council of the Govarno
of Bombay. ‘

A Bill to regulate the money-lending
business.

I am directed to acknowledge, with thanks, receipt of your
letter No. 777, dated 5th September 1934, and its accompani-
ment, on the above subject, and to inform you that generally
speaking the Committee consider that legislation of this nature
is highly desirable.

Letter dated the 19th September 1934.

From—The President, Shree Dharma Shikshan and Nirashrit
Sahayak Mandal, Bombay ;

To—The Secretary to Government, Legislative Council.

With reference to your letter No. 777, dated 5th September
1934, I have the honour to inform you that the Mandal entirely
agree with the spirit underlying this Bill which is in the interest
of the poor people. The money-lenders are unscrupulous
and catch the opportunity of the pitiable condition of the
masses a8 it tempts them to borrow the money through their
Agents. It 1s noticed with regret that majority of the indus-
trial working class is always in debt, generally due to very
low and inadequate earnings and to a small extent due to bad
habits. There is no necessity to look into the bona fides but
to use remedy to prevent further indebtedness and thereby
to allow these poor people to pass their lives in happiness to
some extent. The money-lending business has nearly occupied
the whole of mill areas. The most dangerous amongst those
are the Pathans. These Pathans charge a very high rate of
interest not less than annas four in the rupee per month. They
pay the amount after deducting the interest. The procedure
of this business is known to all. They lend the amount, but
take a promissory note of double the amount. These Pathans
never approach the Court, but use threats and all sorts of
efforts of harassing .to recover the money. These men are
always seen wandering in the localities of workers, and on the
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pay day at the gates of Mills. To tell in short when once
a man falls a vietim to their prey, he is tyrannised in such
a way that his ability and vigour are deprived away and the
debt becomes the main obstacle to his efficiency.

In order to check this business I would like to suggest that
there should be a Registrar and the person who wants to
transact such business must register his name. The strong
action of course 1s necessary to those who do private business
besides the certain rate of interest will have also to be fixed,
say from 2 to 6 per cent. or otherwise, The Pathans and
Marwaris should not be allowed to asscmble at any gates of
the factories. Every possible restrictions should be placed
on Pathans who are most dangerous as they recover the money
by might and not by law.

The time at my disposal being insufficient I have not gone
in details but I wholeheartedly support the Bill and congra-
tulate the Honourable Member -Mr. Syed Munawar for his
attempt te introduce the same. I strongly hope the Govern-
ment will also stipport it and get it passed.

Letter, dated the 29th SBeptember 1934,
From--The Representatives of the Christian Churches, Karachi;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

We, the representatives of the Christian Churches of Karachi,
have read with great pleasure the text of Bill No. VII of 1934
which is intended to regulate the Money-Lending Business,
and most earnestly trust that it will soon be placed on the
statute book.

We, who are daily living in contact with men of all classes
and creeds, have almost unrivalled opportunities of observing
life, and are only too well aware of the strangle-hold which
many money-lenders have upon countless helpless individuals.
The money-lender has generally education and a knowledge
of the law coupled with marvellons astuteness and an clastic
conscience to axd him, whereas the debtor labours under many
disadvantages. This Bill appears to us to be very urgently
needed and we aceord it our wholehearted support. We
should like to see even more attempted by legislation and
trust that this will be regarded as a step to more exhaustive
legislation on the subject.
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We desire to congratulate the author of the Bill, and assure
him that he has the fullest co-operation of all who are really
conversant with the evils which at present exist as a result
of our failure to grapple earlier with the problem.

No. 2593/340, dated the 8th October 1934,
From—The Secretary, Chamber of Commerce, Bombay ;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

I am directed to acknowledge receipt of your letter No. 777
of the 5th ultimo enclosing a copy of Bill No. VII of 1934
(a Bill to regalate the money-lending business) and asking
for the views of the Chamber on its provisions,

2. In replying to a refercnce arising out of the recommenda-
tion of the Roval Commission on Labour in India that besetting
of industrial establishments for the tecovery of debts should
be made a criminal and cognizable offence, the Committee
in 1932 stated that they did not consider that they had
sufficient information to justify, at that stage, the enactment
of legislation for making habitual usury a criminal offence.
The Committee recommended that the Government of India
should undertake a thorough investigation of all the informa-
tion on this subject which was contained in various reports
and then proceed to legislate with a view to the registration

of moneyv-lenders and the regularisation and control of the
granting and taking of loans and the rates of interest charged.
Tt has now been decided that it shall be'left to the Provinces
to bring in their own measures to deal with the question of
money- lendmcr and by unanimously passing the first reading
of the present private Bill the Legislative Council has approved
of its prineiple.

3. My Comnuttee have examined the Bill in consultation
with the Finance and Labour Sub-Committees of the Chamber.
They have also been favoured with a copy of Mr. A. G. Gray’s
letter of 14th ultimo to your address and they are of the opinion
that the suggestions contained therem merit examination.
My Committee also suggest for the consideration of Govern-
ment the desirability of licensing professtonal money-lenders
with a view to mntro]lmfT their activities. Finally my
Clommittee consider that this is too important a matter to be
dealt with in a private Bill and that 1t i1s for Government to
mtroduce the best possible measure after full examination of
the whole problem by their experts.
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No. 2009/159, dated the 9th October 1934.
From—The Secretary; Millowners® Association, Bombay :

To—The Acting Secretary to the Legislative Couneil of the Governor
of Bombay.

“1 am directed to acknowledge the receipt of your letter
No. 777, dated 5th ultimo enclosinga copy of the Bill introduced
on the 18th August in the Bombay Legislative Council by
Mr. Syed Munawar, the object of which is ‘to regulate the
business carried on by persons as money-lenders.” My
Committee do not propose to discuss in detail the provisions
of the Bill as circulated, as they are of opinion that the subject
with which it deals is of sufficiently great importance to
warrant its being dealt with in an official Bill after all the
implications of the legislation proposed have been thoroughly
discussed from all pomts of view. My Committee understand
that a number of Provincial Governments have introduced
various forms of debt legislation but a great deal of this legisla-
tion has proved inadequate or ineffective as a means of
remedying the evils which the legislation was intended to
remove. This being the case my Committee feel that the
greatest care should be taken to ensure that any debt legislation
introduced in Bombav should avoid the defects of similar
legisiation in other Provinces.

I am, however, to make it clear that my Committee are
emphatically in favour of reasonable measures being taken to
prevent the unjust harassment of the ‘ poor debtor ’ by the
usurious money-lender. They feel that what is required is
that greater facilities should be given to the ‘ poor debtor’
to obtain redress in obvious cases of fraud or excessive interest,
and are inclined to the view that habitual usury should be
made a criminal offence and that certain classes of money-
lenders shonld he licensed.”

Letter, dated the 14th October 1934.

From--The President, The Alina Village Uplift Association,
Alina (Distriet Kaira) ;

To—The Secretary to the Legislative Council of the Governor o
Bombay. :

“ Many thanks for your letter of the 18th August, together
with the enclosur.. It was very kind of you to send me a
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copy of Bill No. VI1 of -1934 by the Honourable Syed
Munavar.

1 am submitting my opinion on it which is as foilows :—

1. 1 accept the Bill in its principle, but I am opposed to
some of its details, and my opposition is based on the fear that
the Bill if passed into law will fail in actual operation, and the
shrewd money-lenders will evade it, as they evade the Usurious
Toans Act of 1918. The Aet il provide that the money-
lenders shall keep regular accounts in prescribed forms. Will
the Government appoint supervisors to see that all creditors
keep regular accounts in prescribed forms and that all debtors
receive them at the interval of every three months ? I hope
this the Government is not going to do. Then how will the
Government assure that the provisions of the Act are
scrupulously observed. Hence even this Act, will apply only
to such cases as are referred to a court of law. Generally the
Sawcars take the law in their own hands and a majority of
cases never go before a court of law.

2. Again the rates of interest charged hy the Sawcars
especially the Kabulees ¢ vary from 24 to 360 per cent.’ and
very cruel and violent methods are employed to extract such
high rates, Can this bill provide only a particular rate
of interest which in no case should be beyond 20 per cent.
Will it not be possible and desirable to declare the
money-lending  business of Kabulees as illegal in  this
Presidency.

3. The money-lenders often get mortgaged, agricultural
land as security for the loan, and n a few years the illiterate
farmer passes on a sale- deed as he is unable to pay the debt
which sometimes becomes hwher than ten times the original.
Thus the farmers can barely sustain themselves on the small
fragments of land, while the Banias being unable to manage
the vast Jots are compelled to allow some of them, remain
barren for ever. These conditions exist in most of the villages
of Gujarat. This in the long run tells upon the agricultural
wealth of the ppovince. Will not therefore it be within the
scope of this bill to provide that * All agricultural Jand shall
hereafter cease to be a mortgagable property.’

The bill as 1t stands will give some relief to the borrowing
community which is now on the verge of exploitation. Co-
operative movement spread on sound and sane lines alone will
stamp out the disease of ‘ rural indebtedness ’.”
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No. 766, dated the 12th October 1934.

From—The Chairman, Bombay Provincial Co-operative Institute,
Gujarat Branch, Broach ;

To—The Secretary, Legislative Council, Bombay.

Herewth please find a copy of the resolution passed by the
Sub-Committec meeting of this Branch held on 30th September
1934 on the Bill No. VIT of 1934 to regulate the moneV'lendmn
husiness for favour of such action as may seem meet to you.’

(Bxtract from the proceedings of the Sub-Commiitee Meeting of
the Gujarat Divisional Co-operative Institwte held on 30tk
September 1934.)

* * * * *

Resolution No. I—Subject.—Press Note dated 4th September 1934
regarding Bill No. VII of 1934 (A Bill to regulate the money lending
business) and also a letter with a copy of the Bill from the Secretary
to the Legislative Council, Bombay, inviting views on the subject.

The Committee after due deliberations comes to the conclusion that
the following suggestions be submitted to the Secretary of the Legislative
Council :—-

(1) It appears from the statement of objects and reasons that the idea
is to apply the provisions of it to agriculturist-debtors also.

(2) So far as agriculturists are concerned the provisions of chapter 111
of the Bill may be incorporated in the Deklkhan Agriculturists’ Relief Act
to make the Dekichan Agriculturists’ Relief Act a complete code in itself
and agriculturists be excluded from the Bill.

(3) There is a greater need for safeguarding the interest of the
- agriculburists than all sorts of persons having an aggregate income of
Rs. 2,000.

(4) The definition of debtor is vagne. It is inconceivable as to how
a debtor with Rs. 2,000 as income can do with a loan of Rs. 1,000 only.
He may require loan to the extent of Rs. 5,000 to 6,000 if he has to do
business.

(5) It is not also clear whether the amount of Rs. 1,000 is intended to
be a total liability of the debtor or the debt of one particular creditor.
This also requires to be clearly stated.

(6) The definition of the creditor is also not quite suited to the purpose

of the Bill. There are big landlords who are advancing loans to needy

+ persons, though they are not doing regular money lending business, they

are often charging 75 per cent. to 100 per cent. as interest and yet they
are not within the definition given in the Bill.

“Carried unanimously.
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Letter, dated the 22nd October 1934.

¥rom--P. B. Apte, Esquire, Honorary Secretary, Bar Association,
Khed ;

To- -The Secretary, Legislative Council, Bombay.

" Herewith 1, on behalf of the Khed Bar Association, enclose
a copy of resolution passed in the meeting held on 5th October
1934, for discussing and expressing its opinion regarding the
Bombay Bill No. VIIintroduced in the Bombay Counecil
regulating monev-lending business for favourable and kind
remarks. :

The Association is of opinion that the Bill No. VII regulating
the money-lending business be not passed at all.” '

{Copy of Resolwtion passed in the meeting of the Khed Bar Association
on Bth Ogtober 1934.)

The Bombay Bill No. VIT of 1934 to regulate the money-lending
business was put up for discussion.

Mr. R. W, Joshi proposed that it should be thrown out in foto.
Mr. K. G. Dikshit said it will be still hard for the poor to borrow money.
Mr. Modak proposed that the provisions of the Dekkhan Agriculturists’
Relief Act be extended to non-agriculturists in suits below Rs. 1,000

The sections were read out. The general sense was therefore against
the Bill. It will not be helpful to the poor. There will be number of
difficulties in practice. It will perhaps make the matters worse. The
provisions of the Deldkhan Agriculturists’ Relief Act are in force and the
present Bill if passed will still more adversely affect the borrowing
vapacitv. [t should therefore not be passed at all,

(Carried unanimously.)

Letter, dated the 22nd October 1934,

From- The Honorary Seeretaries, the Bombay Presidency Social
Reform Association, Bombay ;

To - The Acting Secretary to the Legislative Council of the Governor
of Bombay,

*We have been directed by the Managing Council of the
Bombay Presidency Social Reform Association to write to
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you as follows with reference to Bill No. VIT of 1934, to
regulate money-lending business, moved by Mr. Syed
Munavar, M.L.C". _

Our Association is in favour of restricting the indebtedness
of the agriculturist and industrial worker and agrees with the
principle of the bill, but is of opinion that some of its provisions
are very stringent against the money-lender. 8o far as the
agriculturists are concerned there are the provisions of Delkkhan
Agriculturists’ Relief Act in the Bombay Presidency. Tt is a
matter of common knowledge that the provisions of the Dekkhan
Agriculturists’ Relief Act have been abused and dishonest
defences are resorted to by the agriculturists. The innate
simplicity and truthfulness of the agriculturists have to some
extent disappeared and they are now encouraged to puf
forward false pleas, and litigation has increased by leaps and
hounds, The definition of the agriculturist is so wide that
persons who ought not to get the benefit under the Act arc
enabled to take advantage of its provisions. The result is that
agriculturists have lost their credit and creditors do not advance
money even on mortgage of land but insist on an out and out
sale.  Similarly the provisions of the proposed bill under
consideration are likely to be evaded by ways which ingenuity
might suggest and litigation is bound to increase. Our
Association thinks that at the initial stage of legislation of this
kind Conciliation Boards should be established in villages and
Taluka towns. The members of the Board should be
nominated by Government on the advice of the District
Judges. The amount of the subject matter in the villages
should be limited to Rs. 100 and in the towns to Rs. 500.
There should be no appeal from the deeision of the conciliation
Board. As regards the Bombay City the provisions of the
Usurious Loans Act should be largely resorted to by the Small
Causes Court. The proposed bill does not in any way deal
with the increasing evil m the City and elsewhere, of Pathans
and others recovering their dues by force and compulsion
without having recourse to the Courts of law. This is a crying
evil which reqmires immediate redress.

Qur Association thinks that a comprehensive bill should be
brought by Government after ascertaining the manner in which
similar attempts at legislation have worked in other provinces.
It will be then possible to remove the defects and avoid the
pit-falls and the resultant evils of such a piece of legislation.
Otherwise the remedy may be worse than the disease.”
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lietter dated the 24th October 1934.

From- -Sohrab R. Davar, Esq., Bar-at Law, Principal, Davar’s
College of Commerce, Bombax ;

To—-The Acting Secretary to the Legislative Council of the
Governor of Bombay.

Re o The proposed Bombay Money-leaders’ Act, 1934,

“In reply to youz letter No. 777 of 1934 dated 5th September
1934 and in coutinuation of my acknowledgment dated
26th September 1934 in the above matter, I have the honour
to communicate my views to you as requested on provisions

of the said Bill.

The 1ecessity for such a measure.

In ny opinion in addition to the present legislation as covered
by the Usurious Loans Act, 1918, and other Aets, it is absolutely
neceszary that a Bill which proteets certain clasges of labourers.
artisans and iliterate or half literate poor against the grasping
hand of the Sahukars and money-lenders on the countryside
and the petty Marwarls and Danawallas in the towns is
absolutely necessary.

("fass of people who should be profected.

In my opiuion the elass of people who particularly require
protection are labourers, artisans and the poor population,
whose vearly income does not exceed Rs. 1,000 and whose
borrowings are within the amount of Rs. 500 a vear. 1 should
thercfore suggest that an alteration to that effect may be madein
the definition of the word ‘debtor * in section 2 (5a) of the Act.
I should not extend the seope of its operation to those with an
income or borrowing in excess of the amounts above indicated.
The additional advantage would be that the mit of income
under Rs. 1.000 would simplify the work of the Courts, because
under it all paving income-tax would be marked out as beyond
the operatton of this Act in the capacity of debtors. This is of
particular importance in view of the fact that in course of litiga-
tion the natural question would arise as to whether a debtor
who seeks protection under the clauses of this Bill is one who
does not command an income exceeding Rs. 1,000, which issue
may have otherwise to be tried and settled before the case
could proceed further.
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Definition of a money-lender and a Bank.

On this point T should prefer that a money-lender is specifi-
cally defined on the footing more or lessof the definition in the
English Money-lenders Act of 1900 of England with the necessary
modifications or additions, viz., ‘ the expression money-lender
in this Act shall include every person whose business is that of
money-lenders or who advertises or announces himself or holds
himself out in any way as carrying on that business and shall
not include a co-operative Society under the Co-operative
Societies Act of 1912 °.

The definition of a banker as is sought to be given in section
2 (1} 1s highly objectionable in my opinion. This sub-section
restricts the word bank to a joint stock company incorporated
under an Act or Royal Charter or Letters Patent either in India,
the United Kingdom or the Colonies and those falling under
these denominations of bank are excluded from the operation
of the Act. The cousequent danger 1s that a money-lender can
easily get himself incorporated as a private limited company
with two members made up of himself and his wife or one of his
sons holding all capital and thus evade the operation of this
Act. Besides, there 13 no reason why the private banker should
be dealt with differently from a joint stock bank on this
question. The definition of a bank has never been attempted
before by cither Indian or British legislature in any of the Acts
in a detailed or stratghtforward manner. The one as given in
the Bills of Exchange Act of England or the Negotiable Instru-
ments Act of India does not in any way touch the question
inasmuch as the Knglish Act defines the banker as ° banker
includes a body of persons whether incorporated or not who
carry on the business of banking’. Our Negotiable Instru-
ments Act also carries us no further. Mr. Hart, the greatest
living authority on Banking Law of England defines in his book
entitled Law of Banking the banker as ‘ one who 1n the ordinary
course of his business, honours cheques drawn upon him by
persons from and for whom he receives monies on current
accounts’. This definition was largely influenced by a decision
of the House of Loxds, viz., Copland v. Davies (1872) L.R. 6
H.L. 358. This would no doubt bring the joint stock banks
also indirectly under the operation of the Act but there a Saving
Clause may be inserted in the Act making Pass-books as issued
by all regular bankers who allow cheques to be drawn as a
sufficient compliance of furnishing accounts. Moreover the
type of borrower who is sought to be protected here would
hardly be expected to open current accounts with a banker or
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borrow a loan from him of such a small denomination and hence
there would be no injustice or hardship inflicted by this form of
definition under the Act. I should again exclude persons who
give an occasional loan to anyone by expressly providing to the
effect that the Act should apply only to such persons, firms or
companies who carry on a regular business of money-lenders,
e¢ither exclusively or side by side with their other business,

Penalty.

Section 8 provides for the penalty which leaves to the Court
a discretion to disallow a portion of the interest and I do not
agree that it is a Penal section likely to cause great hardship in
view of the fact that inspite of powers given to the Court, the
Jourts are not likelyto go tothe extreme limit of disallowing the
whole interest. In the English Money-lenders Act the Penal
clause exists, though for a different incident, i.e., for false state-
ments and representations of such accounts.  This Penal clause
msection 4 of th:Money-lenders Act of 1900 of England provides
that those who make this false statement shall be guilty of
misdemeanour and shall be liable to be punished with or
without hard labour for a term not exceeding two years or to
a fine not exceeding £500 or to both.

Additions suggested.

I addition to the above sections there is one excellent provi-
sion in the Bengal Money-lenders Act of 1932 to which T would
like to draw the attention of the authorities. Iere the Hindu
Law rule of Damdupet 1s applied by which the amount of
jnterest recoverable by the creditor must not exceed at any time
the anmount of the principal with a little modification. The
Bengal Money-lenders Act thus provides that notwithstanding
anything in any other Act where the arrears of interest on a
debt amount to a sum greater than the principal of the loan, the
Court (unless it 1s satisfied that the money-lender had reason-
able grounds for not enforcing his claims earlier) shall limit
the amount of such interest recoverable from an amount equal
to that of theprincipal of theloan. The Bengal Act also obliges
the money-lenders within a month of the written demand being
made by the debtor to furnish particulars of the loan to the
debtor and in case of wilful default it is provided that interest
shall cease to run during the period of default. 1t also provides
that wherea money-lender refuses to aceept the remittance made
by money order it is open to the debtor to deposit the amount
in Court and that on such deposit being made the Court shall
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send a notice of the deposit to the money-lender who shall be
at liberty to withdraw the money without being bound by, any
statement made by the debtor in remitting or depositing the
money. These provisions should also in my opinion be consi-
dered in connection with further additions in the Act.

With reference to other sections of the Bill I have no
comments to offer as they appear to me quite satisfactory with
a view fo carry out the objectsin view of the draftsman.”

Letter dated the 22nd October 1934,

From—The Joint Honorary Secretaries, The Society of the Honorary
Presidency Magistrates of Bombay ;

To-The Secretary to the Legislative Council of the Governor
of Bombay.

The Bombay Money-Lenders’ Bill (VII of 1934).

“We have the honour to acknowledge receipt of your letter
No. 777 of the 5th September 1934 and ir reply to state that
the above Bih has been duly considered by the Managing
Committee of the Soriety of the Honorary Presidency Magis-
trates and we have been instructed to convey to you their
views as follows :—

2. Whilst onr Committee agree that the Bill is laudabie in
its object, they ar2 nevertheless of the opinion that it is hardly
likely to prove effective in its working. The Committee are
led to this conclusion by an examination of what scems to be
its pivotal provision, viz. Section 7. In the first place it is
extremely doubtful that the debtors, belonging as they generally
do to an illiterate and improvidant class of people, will be able
or in a position to scrutinise the quarterly statements to be
furnished to them by the creditors and to ascertain whether the
statements are correct or not. Secondly as the debtors are not
bound to acknowledge receipt of those statements (vide
explanation at the end or gection 7) they may not trouble or be
able through illiteracy to acknowledge and obtain from the
creditors a receipt of such acknowledgment. A loop-hole is
thus left open in the Bill for the creditors to allege falsely that
they have punctually furnished their debtors with the
prescribed statements and by thus circumventing the provisions
of section 7, they would escape the penalties provided in
section 8 of the Bill.
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3. The provisions of Chapter I1I regarding accounts appear
rather cumbersome, inasmuch as they burden the lenders with
a considerable amount of clerical work. This may be resented
and lead to a contraction of lending with the result that the agri-
culturists who constitute the main body of borrowers, may find
themselves deprived of their usual sources of accommodation
in consequence of the lenders being unwilling to submit to what
might be considered by them to be inconvenient conditions.

4. Experience has shown that needy and improvident
agriculturists cannot be shielded against the malpractices of
money-lenders by mere legislation. The Sawkar 1s usually a
hiterate, shrewd and prachcal person having also the means to
command the advice and assistance of competent lawyers.
The small debtor, on the other hand, whom 1t is sought to
proteet, 18 almost mvariably an illiterate and simple person
and 13, moreover, generally in such desperate straits that he is
prepared to obtain money on any terms. With such a combina-
tion no legislation however well framed can successfully protect
the small debtor from the resourceful Sawkar.

5. Our Committee are of opinion that the more effective
remedy for affording relief and amelioration to needy debtors
in villages would be by means of co-operative banking institu-
tions, a net work of which should be established in due course
throughout the rural areas.”

No., 51, dated the 30th October 1934,

From---The Honorary Secretary, District Agricultural Association,
Dharwar ;

To- The Acting Secretary to the Legislative Council of the Governer
of Bombay.

“1 have the honour to enclose herewith a copy of the
resolution passed by my Committee regarding Bill No. VII of
1934 (A Bill to regulate the money-lending business) for your
information.”

A Copy of the resolution No. V passed at the meeting of the Managing
Committee of the Dharwar District Agricultural Association
held on 23rd  October 1934,

*“ Resolved that the general principle and spirit underlying the Bill
No. VII is approved as the Bill is in the interest of the Agriculturists.”

Proposed by Mr. D. L. Patil.
Seconded by Mr. R. Y. Hulkoti.
Passed nem. con.
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setter No, 2672, dated the 31st October 1934.

From—The Secretary, Indian Merchants’ Chamber, Bombay ;
To—The Secretary, Bombay Legislative Council, Bomhay.

“T am directed to refer to vour letter No. 777, dated 5th
September 1934, and, in reply, to communicate to you hereby
the views of my Committee on the subject matter of the Bill
to regulate money-lending business introduced in the last
session of the Bombay Legislative Council.

My Commiftee are aware that suggestions have been made
from various quarters and particularly by the Central Banking
Enqury Committee in regard to the necessity for some
legislation regulating the operations of money-lenders, with
& view to eradicate some of the unhealthy and rapacious
practices generally associated with certain types of money-
lenders. They are in general sympathy with proposals for
legal checks designed to control the questionable practices
in the profession of money-lending and to securc to the illiterate
and poor labourers protection from such practices. But the
Bill under reference, they are afraid, will not fulfil the object
in view and, therefore, does not meet with their approval.
It is possible that in its present wide form it may affect adversely
the interests of borrowers, by unnecessarily restricting credit
operations of money-lenders ‘and by makmfr credit very shy.
As, in the opinion of my Committee, the present Bill is too
wide and will fail to achieve its ob]ccts they do not propose
to enter into a detailed exammation of its various provisions,

My Committee would, however, suggest that (Government
should now. instead of leaving the matter to be dealt with
by a private Bill, draft a Bill of their own, more certain and
definite In its object and scope. Such a Bill should cover
only loans to labourers and artisans and such other class of
people who are supposed to be victimised now and who require
to be protected. There is absolutely no need to bring in
transactions covering sale of goods within the purview of ‘such
a legislation. Money-lending should be properly defined so
that casual advances or accommodation by those who are
not professional money-lenders could be excluded. The Bill
suggested by my Committee should be made applicable to
borrowers with an annual income of not more than Rs. 1,000
and loans of amounts below Rs. 500.

My Committee would, thercfore, _recommend the introduction
of a Government Bill more preecise in its object and more
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limited in its scope. They would repeat that the Bill, as at
present drafted, is hlghly unsuitable and should, therefore,

be rejected.”

Letter No. 71, daied the 5th November 1934,

Trom—Rao Bahadur N, P. Valanju. Sub-Government Pleader,
Devegad, district Ratnagiv ;

To-—The Acting Seeretary to the Legislative Council of the Governor
of Bomhay.

< T have the honour respectfully to submit herewith my views
on the provisions of the Bill No. VII of 1934 after full discussion
and mature deliberation with my friends.

I ought to express my sense of gratitude to you for giving
me an opportunity of submitting my views on a measure
of profound momentus and far- reachlnd consequences. 1 hope
they will be of some use to the poor masses the amelioration
of whose pitiable condition ought to be genuine desire of every
enthusiastic lover of the motherland.”

A brief note in support of the Bill No. VII of 1934—Grave
and growing menace of Usury Curse.

1. It would be quite obvious that the question of usury has, in course
of time. evolved into such complications and subtlety, owing mainly
to various measures, judicial decisions and wide extention of equitable
doctrines, for and against usury, as also, owing to the very large and
far-reaching range of human affairs and dealings, often so well-marked
with conspicuous intelligence, cunning and intngue, as also owing
to the general recklessness on part of ignorant borrowers, that much
can very ably and jostifiably be argued on either side of usury. '

2. For the sake of convenience and simplification, therefore, it would
be more advisable to discuss the subject of so profound and immense
importance under the following heads :—-

(1) (2) Origin and growth of usury.

(2¢) The disastrous =ocial and other consequences that naturally
follow in its train.

(#11) Equitable and legal remedies put in force to counteract the
tortuous and menacing evil and other effects.

(b} {t) Equitable and legal measures indirectly lending support
to usury on equitable basis,
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(i) Subsequent resort by usurious money-lenders to fraudulent
and coersive means, measures and subterfuges to conceal the real
nature of transactions by putting them under counterfeit colouring,
with a view to get round the scrutiny prescribed by law and evade
the penalty imposed upon such unconscionable agreements.

(4#i) Legal measures now in [orce and their possible efficacy to
counteract the evils.

(iv) Remedial measures undertaken by social service and other
chantable and welfare societies and their resuits.

{v) Need for co-operation of the educational masses to make any
legal measures feasible and workable.

(c) () Urgency and desirability of the measure proposed to be
introduced by Bill No. VIT of 1934.

(it) Sugveetmns, if any, submitting possible alterations, additions
or omissions in the body of the Bill with a view to render it more
effective and quite workable in practice to carry out its aims.

3. Origin and growth.—Historical retrospect :--

(@) Usury originally meant the interest paid by the borrower for
the loan of money. It is now applied to cxorbitant and unfair rate
of interest on money lent.

(b) The practice of requiring in repayment of money lent, any-
thing more than the amount lent, was formerly thought to be a great
meral wrong, by all Christian nations. The sacred Koran rrcordlng_
the Prophets’ oral revelations, too, would appear to have condemmed
the practice of charging interest on loans.  Only the Hindu Law favours
the enforcement of interest. “ Thou shalt not lend upon usury to
thy brother.” Deunt XXI1, 19,

fe) The above cited dictum formed the original and ancient rule and
wad adhered to, faithfully. "However with the steady advance of society
with its increase in wants and necessaries of life, the said rule had to
_ undergo steady relaxations and in course of time 1t came to be relaxed
to such an extent that the said rule was practically completely nullified,
and it came to be deemed that it was nol more wrong to take pay for
the use of money than for the use of a horse. * Thou oughtest
therefore to have repaid my money with usury. Mutt XXV, 27.7
{(d) Tt is worth noting, however, that the lingering and unvanquished
influence of the former opinion together with the fact that the nature
of money made it easier for the lender to oppress the borrower, caused
nearly all Christian nations to fix by law the rate of interest to be
charged on loans, vide provisions of the Statute 3 and 4, William IV,
Chapter 42, Section 28, which were extended to the territory under the
Government of Kast India Company, as well within the jurisdiction
of Her Majesty’s Courts by Act XXXTI of 1839 empowering the courts
of law to allow interest in certain cases of loans,

{e) In course of time, Usury Laws came to he repealed and after
the abolition of the Usury Laws in 1854 which punished severely
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money-lenders and others who exacled exorbitant and unconscionable
rates of interest, many poor, indigent, needy and ignorant borrowers
were harshly dealt with and pra,ctlca.lly robbed by heartless money-
lenders. A similar measure passed in India, viz. Act No. XXVIIT of
1855, called the Usury Laws Repeal Act, 1855, was followed by similar
consequences.

(f) The disastrous results inevitably springing forth were rather
too glaring to escape keen observation or to be lightly ignored or
overlooked. Accordingly in 1900 the Money-lenders Act was passed
and came into operation in November of that year in England. 1In
India too a similar Act No. X of 1918 called the Usurious Loans Act
which gave wide powers to the courts to deal with usurious loans
had to be perforce put in {orce.

4. Disastrous conseguences of wusurious dealings.—The terribly
ruinous consequences of running recklessly into debts, cannot be
over-estimated. Every-day experience has quite sufficiently brought
home to us that there is no one habit, that is responsible for so many
ruined homes as the craze for borrowing money for the sake of mere
luxury or ambitious display of futile grestness and pomp, e.g. in
marriage and other gocial functions and ceremonials. Such persous
who are either ignorantly blind to or purposely shut their eyes towards
the consequences of their recklessness, naturally fall a very easy prey
to the manoeuvres of shrewd usury. And once they get entangled
into their net, there is no safer and surer way out, for life. By cunning
and intclligent devices and subterfuges, the lenders get borrowers
more and more involved and would not leave them alone though every-
thing not excluding the home has been usurped from them. The
immense masses of India will be found fo be ambitious to live far beyond
their means and borrowing in such cases becomes rather inevitable.
There is no wonder then, that such persons having been left no voice,
no property ahd no status in life, are perforce beguiled and led to
subscribe to any writing without knowing the contents, at the sweet
will of the lender.  Real relief is necessary in such cases particularly,
for the King is the protector of all, poverty or ighorance notwith-
standing. TInless practical relief be extended to such poor who are
unwittingly imposed upon, immense masses of people, mainly from
agricultural and labouring classes, are bound to drag their wretched
life in life-long indebtedness and poverty, deprived of all chance and
charm in life, the fruit of their toil and meoil being safely pocketed
by moncy-lenders with impunity and disregard for all humanity,
On the other hand it cannot he denied that in the rapid development
and progress of society, with their ever growing needs and anxiety
to improve the standard of living and social status, the existence of
bonest and bona fide lenders is quite indispensable. But this profession
would seem to have practically fallen into the hands of such
unscrupulous, merciless, stingy and scurrilous people with only
monetary outlook, very narrow and often mean, that there are not
few among the lenders who would ever fail to insist upon Shylock’s
pound of flesh. The profession of money-lending has thus so much
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deteriorated that it has practically developed into an instrument of
regular, legal and organized torture. In distant part of village-life,
far removed from bustle of cities and towns, the lenders assume the
position of super-lords and despots and easily dominate the will of
the ignorant and needy masses by carrying on exploitation in any way
they like, Often they take the law into their own hands. No one
can Taise a voice of protest against them for fear of revenge and
victimization. The voiceless members are thus led like dumb driven
cattle. The riots, grave disorders and serious disturbances of public
peace which led to the passing of the Dekkan Agriculturists’ Relief
Act, 1879, are glaring examples of the unbearable and terrible torture
to which the poor classes were being mercilessly subjected and which
made them rather despondent.

5. Equuable and legal remedies.—Adverting to equity, it will be
obvious that equity too would not effect a substantial and radical
change in the attitude of usurions lenders towards the poor borrowers.
No doubt, acting upon the indisputable maxim, “He who seeks equity
must do equity.” Equity asserted itself and interposed in various
cases of hardship to the borrower. All such contracts being declared
void, by the statutes against usury, the courts of equity followed
the law in the construction of the statutes. When therefore the usurer
or lender came into a court of equity seekmg to enforce the contract,
the court refused any assistance and repudiated the contract in toto.
On the other hand if the borrower came into & court of equity seeking
relief against the usurious contract, he was made to pay what was
really and bona fide due by him. The ground of distinction being that
a court of equity was not positively bound to interfere in such cases
by active exertion of its powers, but it had a discretion on the subject
and would prescribe terms of interference, on the principle that he
who seeks equity must do equity. 1t would, it was thought, be against
conscience that the party should have full reliet and at the same time
should pocket the money loaned, which might have been granted at
his own mere solicitations, for then, the statute made to prevent frand
and oppression, would be made the instrument of fraud. But in the
other case if equity should relieve the lender, it would be aiding a
wrong doer who sought to make the court the means of carrying into
effect a transaction manifestly wrong and unconscionable. Thus
courts of equity too could not very effectively check the evil. They
mterfered only when some one sought relief.

6. ZLegal remedies.—The Acts referred to above, e.g., the Usurious
Loans Act, 1918, and other provisions in the Contract Act, Negotiable
Instruments Act,Insolvency Acts. Civil Procedure Code as also Dekkan
Agriculturists’ Relief Act, the Agriculturist Loan Act, the Land Tmpro-
vement Loans Act and the Land Alienation Actin the Punjab are all
examples of Legislation designed either to keep the Agriculturists
and Labourers out of debt or to save them from the worst consequences
of their position. The fact that there is a Bill called the Punjab Relief
of Indebiedness Bill, now before the Punjab Legislative Couneil, WOuld
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2o to show that legislative interference to remove the evil is deemed
everywhere necessary,

7. (i) Equitable measures tending indirectly to support usury.—
The interpretation that has been put upon the said maxim, has
naturally put the mouey-lenders on their guard and led them to invent
devices and mould their dealings in a way that would' make recourse
to courts unnecessary or futile. Legal measures, such as Aet XXVIII
of 1855 repealing Usury laws, was followed by similar results.

(it) Taking advantage of the said opinions and Acts the Sowkars
and money-lenders resorted to fraudulent and coercive means and
subterfuge with a view to conceal the real natvre of the transaction
by garbing them to all appearance, in a form different from what they
really agreed between them and thus they succeeded in getting round
the scrutiny prescribed by law and evaded the penalty with which
such transactions were made punishable under the English Money-
lenders Act, 1900, which effectively tried some measures to check the
evil by providing for Registration, by imposing penalties tor false
statement and representation, by givingfull measure of relief to money-
lenders in cases of exorbitant interest, etc. Similar attempts were
made in India by Act No. X of 1918 but conditions of the people in
India differing widely from those obtainable in Europe, as regards
proper diffusion of education and wealth, they were not sufficient to
give substantial relief to the poor agriculturists and labourers to
save whom all endeavours were made,

(1t]) Among the social eudeavours made to ameliorate the condition
of the poor and indigent labouring and agricultural classes, those ably
outlined and steadily undertaken by Sir Frederick Sykes the former
(overnor of Bombay ought to be prominently and gratefully
acknowledged first. No ome had given more careful, anxious and
diligent consideration to the question of all round progress of the
poor masses, so very important to Indian people for whom he so
arduously worked. The scheme of village reconstruction and rural
uplift so ably outlined and inspiringly inangurated by Sir Svkex with
such keen foresight., prudence, remarkable ability, genius and zeal
and towering personality as also with real progress and welfare of
masses at heart, will in a long run he solvent of all difficulty and lead
India on the real road to success. He has given wise and momentous
lead and guidance by placing before the educated Indians a construc-
tive scheme of social work for affording relief to masses from heavy
indebtedness, vide page 65, paragraph (e) of Village Improvement
by 8ir Sykes the then Governor of Bombay. Now it remains for the
educated India to come forward and carry the scheme to success,
though the task is rather uphill one. The scheme will be a real
memorial to the monumental work done by Sir Sykes and willgo down
To posterity with abiding gratitude,

_It cannot be denied that so far indebtedness is concerned, the most
effective solution lies in the development of Co-operative Societies
on sound and charitable basis and in popularizing them by wide and
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extensive propoganda by means of Cinema shows etc., bringing home
the evils of reckless indebtedness to people living in nooks and corners
of villages. These societies seem not to have flourished as expected
and gain materially in popularity for various reasons to discuss which
is beyond the scope of this note.

{(#v) Any number of Acts cannot effectively put a strong control
upon the practice of usury unless educated men come forward to
undertake the work in co-operation with the Government whole-
heartedly. In my opinion a league easily accessible to all classes,
with legal powers to bring to book and light the malpractice of Sowkars
and money-lenders would serve a very useful purpose. Unless this is
done the new Bill would not be able to go appreciably in advanee of the
Act of 1918. Wide diffusion of knowledge and proper education is a
sine qua non to any success in rural masses who are so deeply immersed
in poverty as to need material help from outside before they stand
on their own legs to work out their own salvation.

8. Need for leyislation.—From what has been discussed above it
wiil be quite obvious beyond any shadow of doubt that any step or
measure calculated to relieve the borrowers from general indebtedness
will always be highly appreciated and gratefully accepted and
supported. It will be the legitimate duty of every true lover of the
mother-land to help his poor brethren from the immeasurable difficulties
and troubles in life.

(#12) I am however constrained to submit, with the most unqualified
deference to the mover of the Bill and with no less gratefulness that the
Bill does not provide adequate measures of relief to cover up all sorts of
malpractices and tortures so well delineated in the statement of objects
and reasons.

(#12) The statement refers to cases of grave injustice and unfair
transactions which do not or are prevented from coming before the
“ court. In such cases efficatious measures do not seem to have provided
for in the Act. Some penal clauses after due scrutiny by some officer or
recognized public bodies would seem to be quite indispensable, for in
the absence of it the Sowkars will be able to defeat and delay the
provisions of law by some counter devices.

9. In clause 2,section 5-A, there appears to be no necessity for limit-
ing the loan to Rs. 1,000. It may be extended to all loans of whatever
amount. Clause 5 of section 5 the phrase * Wholesale trader ” not
being specifically defined is likely to be misconstrued. It may well be
dropped. Inm section 3 the proviso if omitted would do no harm, but
would rather be conducive to some good. Registration should be made
a necessary prelude to the carrying of any money-lending business
referred to in section 7 on pain of pepalty for default, and secret
business should be detected and tried to be punished.

10. In section 7 it should be made clear what penalty the lender will
bhe responsible for in ease of failure to comply with the provision. In
section 8 the provision made for throwing of the claim in part or whole
would not be adequate remedy.
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11. 1In short sound provisions to carmy into practical effects the aims
of the Act will have to be added without which there will not be any
radical change and the Act will remain imperfect.”

(4 copy of the Resolution from the President of the Nandurbay
Vepari Mahajon, No. 117/1990 dated the
1st November 1934.)

The Vepari Mahajan meeting held on resolved as
under : —

The proposed Billis not likely to achieve the object in view.
It will cause considerable hardships both to creditors and
debtors. The Bill is not restricted to money-lenders properly
so-called but extends to all persons dealing in commodities
on credit. The Indian System of Book-Keeping will be greatly
mterfered with, and may probably vanish. For these and
other reasons the Mahajan of Nandurbar thinks that this Bill
should not be passed mto law.

Letter, dated the 1st November 1934.

From—-The Honorary Secretary, Prarthana Sama), Bombay ;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay,

“ With reference to the Bill No. VII of 1934 (A Bill to
regulate the money-lending business) I am directed by the
Managing Committee of the Bombay Prarthana Samajto inform
you that the Bill does not fall within the aims and objects of the
Prarthana Samaj and hence the Committee regrets that it
cannot express any opinion on the Rill.”

Letter, dated the 11th November 1934.

From—The Honorary Secretary, Arya Mahila Samaj, Bombay ;

To-- The Secretary to the Legislative Council of the Governor of
Bombay.

“With reference to your communication of the 5th of
September 1934 requesting our Samaj to give its opinion on the
Money-lending Bill introduced in the Legislative Council, I am
directed to address as under :(—

The Sama] is in sympathy with the object of the Bill, viz,
to restram .malpractices employed by the monev—lender.
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However, it appears to the Samaj that the Bill is inadequate
to eradicate the manifold evils of money-lending. Although
various measures imposing disabilities on money-lenders are
recommended in the Bill, they will be insufficient so long as
the illiteracy of the Indian masses continues.”

Letter dated the 9th November 1934.

From—--The General Secretary. Young Women’s Christisn
Association, Bombay;

To—The Acting Secretary to the Legislative Council of the
Grovernor of Bombay,

“ With reference to your letter No. 777, dated September
5th, 1934, I write to inform you that our President thanks you
for the opportunity of considering Bill No. 7 of 1934, and on
behalf of the Association she begs to say that it will undoubtedly
be beneficial to the classes concerned, but that the Association
Is not competent to make any further suggestion.”

Letter No. 88-Union, dated the 11th November 1934.

 From—The Honorary Secretary, the Bombay Postal Union,
Bombay ;

To—The Secretary to the Legislative Council of the Governor
of Bombay.

“ With reference to your letter No. 777, dated the &5th
September 1934, forwarding s copy of the Bill No. VII of 1934
to regulate the money-lending business, I have the honour to
say that my Union supports the Bill being passed mto law of
the Presidency. Itisalsoof opinion that the Bill should provide
some means to the debtor to seek the help of the Court of Law
in case he finds afterwards that the transaction entered into by
him was an extortionate and made under circumstances beyond
his control. The provisions of the proposed Act will apply to
a suit instituted by the creditor only and therefore the above
provision in the Act is thought neeessary in the interest of the
debtor.

The definition of the loan under section 2 (7) is restricted to
a great extent. A loan to or by or a depasit with any society
or association registered under the Societies’ Registration Act,
1860, is a transaction between two parties and can be termed te
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be in substance a loan though on a very easiest term made under
a lending business. This should have been included in the
definition of the term loan. The societies registered under the
Societies’ Registration Act will find some relief if their transac-
tions, though they may not be on the basis of a Promissory note,
are included in the definition of ‘ loan’ and regulated by the
proposed Act. The reason why these transactions are desired
to be regulated thus is that a barred debt which is extinet by
limitation can be recovered when a promise is made in writing
and signed by the person to be charged therewith or by his
duly authorised agent, vide section 25 of Indian Contract Act.
Similarly money advanced is promised to be repaid in writing
and signed by the person to be charged therewith should have
a place in the category of a loan.”

Letter dated the i1th November 1934.

From--D. G. Karve, Esqr, M.A, Professor of History and
Keconomics, Fergusson College, Poona ;

To-—The Secretary to the Lemslatwe Council of the Governor
of Bombav

“ With reference to vour No. 777 of 1934, dated the
5th/18th September 1934, requesting me to communicate to
vou my views on Bill No. VII of 1934 (A Bill to regulate the
money-lending business}, 1 have the honour to forward
herewith five copies of my note on the Bill. This note has
been published in the * Servant of India’ on 25th October
1934."

{Nate by Mr. Ir. - Karce, Professor of History and Feonowdcs,
Ferqusson Collegs, Poona.)

REGULATION OF MONEY-LENDERS IN BOMBAY.

Mr. Syed Munawar has recently introduced in the Bombay Legislative
Council a Bill to regulate the business of money-lending in the Bombay
Presidencyv. It is well-known that the average rural and urban borrower
in India is extremely ignorant and needy. This opportunity has bred
in the class of Tndian money—lenders a crop of undesirable practices
which are reprehensible on economic as well as moral grounds. ¥t is
the duty of the state as representing the collective interests and consci-
ence of the community to protect the helpless clients of money-lenders
from the frequently sharp practices of the latter. The same principle
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that justifies labour and tenancy legislation ought to justify measures
aimed at preserving the interests of the needy and ignorant borrowers
from the tyranny of unchecked and unregulated money-lending.

The case for state regulations of the business of mobey-lending is
even stronger than that for the protection of labour. In the field of
the relations between lenders and borrowers the present system of
law and justice in India must be held responsible for having created
a very unjust and unsocial situation. It is well-known that in pre-
British days though the economic condition of the average borrower
was not perhaps much better than what it is now, the hold of the Savkar
on the client and the assistance that he could muster from the orgenised
power of the state in support of his contractual claims were distinctly
feebler. As a general rule the earlier governments never helped the
creditor to get possession of the borrowers” immovable propertv, except
in very few cases of specific and bona fide mortgages and sales, Even
in respect of the immoveable property of the client the attitude of the
community was not to eountenanece any action on the part of the Savkar
which would leave the borrower in an indigent and erippled position.
Under these circumstanees if the “ real credit” of the borrower was
meagre the temptation to borrower was also reduced, and both lender
and horrower were extremely cantious about their transactions.

The British system of justice is based on the most douktful assumption
about the sanctity of contract. It is assumed that individusals know full
well the results of their own actions and that if they willingly enter into
a debt transaction it is the duty of the state to enforce its terms. This
is a travesty of legal as well as moral justice when applied to conditions
in India. The average borrower in rural as well as urban areas is so
very ignorant, weak and helpless that it is unjustifiable to assume that
any contract entered into by him with the money-lender is a free contract
in the correct sense of the term. Even if such a transaction is technically
free, as indeed is the wage or rent contract, in the interest of justice
and social stability, the law must regulate and check its operation if
it proves detrimental to important interests such as the cultivators
and workers. The law in India has not been sufficiently mindful of
this wider social aspect of credit transactions and has on the whole
allowed the unscrupulous money-lender far more indulgence than he
deserves.

1t must be admitted that several remedial measures have been passed
to counteract the evil effects of the prevailing system of unchecked
freedom to the money-lender. The Deccan Agriculturists’ Relief Act
and the Usurious Loans Act are indicative of a realisation on the part
of the legislators of their wider responsibilities in this matter. B
common consent, however, both these measures, and especially the
latter which is of wider application, have failed to achieve their object.
A very important explanation of this apparent failure of remedial
legislation is of course the ignorance and weakmess of the borrowers
themselves, Anything that secures the intellectnal, moral and economic
progress of the average borrower is a desirable ally of the protective
action planned by the state. The ignorance and weakness of the borrower
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must not, however, serve as an excuse for a complacent or apologetic
attitude with respect to the law as it stands. It is clear that at least
in two important respects the present arrangements for the protection
of the just interests of the borrower require to be improved.

Tt is the peculiar merit of Mr. Munawar’s bill that it is based on the
realisation of this two-fold need. Tn the first place it is necessary that
30 important a profession as that of money-lending should be required
to follow certain well recognised forms of book records, accounts and
procedure. This is desirable not only because the average client is not
in a position to insist upon regularity in the practices of the creditor
but; also because the latter very often invokes the supreme power of the
state in execution of what he claims to be his just dues. KExcepting
a few provincial measures no attempt has been made hitherto to reguiate
the accounts and procedure of the monev-lenders. Bombay has lagged
behind in this respect in spite of the admonitions of such bodies as the
Royal Commission on Agriculture and the Banking Enguiry Committees.
Mr. Munawar proposes in his Bill several clauses for this much needed
regulation,

This brings us to the second, and in one sense the more important,
drawback of the present machinery of law for the protection of the
horrower’s interests. In the absence of any clear lead either in the
terms of the law or in the policy of the state the judges have generally
been unwilling to give full effect to the intentions of protective legisla-
tion. As the Central Banking Enquiry Committee observes: “if the
Act (Usurious Loans Act, 1918) werefully utilisedit would go far {o relieve
the country of some of the worst evils of uncontrolled usury . . . .a special
report on the working of the Act should be included in the annual reports
on the administration of civil justice.” Tbe Royal Commission on
Labour, which had ocvasion to investigate the problem of indebtedness
among the industrial workers, is more specific on the point of judicial
inactivity in this matter. While recognising certain inherent defects
in the Usurious Loans Act of 1918 the Commission observes: “ Bat
the rebuctance of civil courts to deal with issues not raised by the pleadings
seems to have been the main ohstacle.” 1If in pre-British regimes the
money-lenders were less unchecked in their transactions and claims
it was so chiefly on aceount of the fact that the governmental autborities
of the day refused to be instrumental in enforcing what they did not
believe to be just claims—measuring justice not according to the letter
of the law and the contract but interpreting itaccording to well-recognised
canons of social justice. Such a positiveness and elasticity must
characterise the role of a judge in dealings between a Savkar and his
average client. To break the unwillingness of the ordinary judges
to agsume this role is no simple task, but we are convinced that
Mr. Munswar’s bill is a move in the right direction inasmuch as it speci-
tically requires the judges to go into the history of transactions coming
before them, in a prescribed msanner.

The provisions of the bill are simple. The Governor in Council has
been given the authority to extend by notification any or sll of the
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provisions to such places or areas as he deems fit. The special procedure
to be sanctioned by the Act is to apply only in such cases as concern
debtors whose aggregate income in one year does not exceed Rs. 2,000
and who have borrowed a loan not exceeding Rs. 1,000. It is provided
that suits should be instituted and tried in a court within whose juris-
diction the debtor lives. In disputed claims it is sought to be made
obligatory on the court to examine both plaintiff and defendant as
witnesses and to trace and ascertain the whole history of the transaction.
Even in cases of admitted claims the court is expected to go into the
detailed history of the transaction. In effect both for disputed and
undisputed claims the rule will be for the judges to go by themselves
inte the character of the whole transaction unless, for reasons to be
stated in writing, they decide that such & course isunnecessary, Detailed
rules are provided regarding the manner in which the court shall trace
the history of each transaction, distinguishing between interest and
principal payments. The -addition of accumulated interest to the
principal sum after the commencement of a transaction is proposed to
be disallowed except for special reasons acceptable to the court. The
“ damdupat ” rule is also specifically stated.

Money-lenders are required to maintain their accounts in a form
sanctioned by the local Government. They are further required to
furnish each debtor with quarterly statements of detailed accoants
of their trapsaections. KEntries made by creditors and statements
supplied by them under these provisions will be treated as valid evidence,
but the failare of a debtor to deny the correctness of statements supplied
to him shall not be treated as an admission on his part of the correctness
of the account. If the court finds that a creditor has not discharged
any or some of the obligations placed on him in these respects it shall
exclude amounts due az interest for the period for which properstatements
have not been supplied.

The difficulties in the way of a private member who intends to move
an important legislative measure are so great that we must be prepared
for many doubtiul peints in a bill like this. In fact it was the clear
duty of the Government itself, which alone is endowed with all the
information and technical assistance needed, to initiate a measure of
this type which has been long recommended by public opinion and
authoritative bodies. Failing any activity on the part of Government
a bill like that of Mr. Munawar should attract sympathetic and helpful
attention at the hands of officials and non-officials.

In view of the importance of a measure like this it may be desirable
to expand the preamble as so to state more fully the aims and objects
of the bill. Whether Rs. 2,000 per year is a suitable limit for indicating
the class of debtors needing special protection is doubtful. In this
a8 in several other provisions the mover has the urban borrower more
prominently in view. The limit here proposed is indeed much lower
than the one that the Royal Commission on Labour had in view, but
we feel that even for urban areas a figure of Hs. 1,200 per year should
suffice. For the rural areas the extent of landholding or some other
similar criterion might be more suitable,
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Tt appears that in certain respects the bill throws on the judge un-
justifiable responsibility. For instance the inclusion of accumulated
interest in the principal during the currency of a transaction is too
important a matter to be left to the diseretion of the court. Specific
rules of guidance must be supplied by the law itself. Thus it might
be proposed that unrecovered interest for a period, say, of three years,
should be justifiably added to the principal. Though the provisions
regarding the maintenance and supply of accounts are generally sound
it iz _doubtful whether a detailed time-table such as that provided in
Section 7 (b) of the Bill will be found convenient. It will be better
to time the issue of these statements in greater accord with indigenous
and local events or festivals. Further, there is no provision in the
bill for securing a proof to the effect that the creditor has supplied a
statement of account to the debtor. Perhaps this is a matter to be
regulated by rules. But it is best that the statement should be served
through siate officials and, if practicable, copies should be supplied for
record with the latter.

The most significant omission in the bill is, however, with regard
to the rate of interest. Though the damdupat rule is some check on the
uncontrolled operation of heavy interest rates it is desirable that if the
full benefit of the measure is to be derived the Government should provide
maximum rates in-several localities for the guidance of the courts. The
rates of co-operative societies might in some measure be used as indica-
tive in this respect. In view of the fact that the benefit of the measure
is to accrue to persons of comparatively small means there appears
to be no justification for the limit of Rs. 1,000 a= the maximum amount
in dispute. Quite conceivably the debtor may have a smaller amount
in dispute in one suit but his general position might be involved to
& greater extent.

It iz well-known that full legislative relief will not be given to debtors
of small means only by regulation of money-lenders’ accounts and
procedure of courts connected with their claims. Ag several Com-
missions and Committees have pointed out, civil laws like that of bank-
ruptey and limitation and criminal laws like the one bearing on besetting
and harassment require to be suitably altered. Besides there are people
who have no faith whatsoever in law being able to protect those who
cannot protect themselves on account of their ignorance and weakness.
It appears to us that such people are unduly pessimistic and if their
views were to prevail half the social legislation in civilised countries
might have to be removed from the statute book. There iz a clear
case for legislation regarding the position of small rural and urban debtors
in India vis ¢ vis the money-lender. In the absence of a more com-
prehensive official measure it is in some such way as Mr. Munawar proposes
that we must advance. Regulation of accounts and equitable inquiry
by courts must be cardinal features of any remedial scheme in this
field. Tf the Government of Bombay feel that in other respects the bill is
defective let them help to improve it, or let them come out with a promiise
for initiating more elaborate legislation. The inaction of our Government
in matters of social and economic legislation is no longer justifiable,



Letter dated the 14th November 1934

From—The Honoraty Sceretary, Parliamentary Sub-Committee,
Bomhay Presidency Women’s Council ;

To—The Acting Secretary to the Legislative Council of the
Governor of Bombay.

I have much pleasure in communicating the following
opinion of my Sub-Committee on the
Bill No. VII of 193¢ paroinally noted Bill, which the Govern-
(A Bill to regulate the
money-lending business). ment of Bombay was good enough to
forward to the above Council for their
views. The Management Committee of the above Council
have accepted the opinion of my Sub-Committee, and have
authorised me to communicate the same to you.

My Sub-Committee is in favour of the provisions of the Bill,
~but in our opinion requires some additions ag it does not go
far enough. We believe that the object of the Bill would
be strengthened 1f registration and licensing of professiona.l
money -lenders were made compulsory.

We further desire that the provisions of the Bill should
be made applicable to loans up to Rs. 2,000.

Letter dated the 13th November 1934,

From—The Editor, “ Harijan Samachar ” and Secretary, Meghwal
Navyuwan Bharat Sangh, Bombay ;

To—-—The Acting Becretary to the Legislative Council of the
Governor of Bombay.

“T have the honour to acknowledge receipt of your letter
No. 777, dated the 5th September 1934, regarding Bill No. VII
of 1934 (A Bill to regulate the money—lendlng business) and
have great pleasure in enclosing herewith an English transla-
tion of the views expressed by my Meghwal Navyuwan Bharat
Sangh, a body representing the Meghwal community of
Bombay, as published in the  Harijan Samachar’ issue
of the 15th September 1934. I am also enclosing two copies
of the * Harijan Samachar ’ wherein the views have appeared
in Gujerati.

My community is in favour of passing the Bill and entertains
the hope that it will have the support of all the members and
will be passed.”’
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(Views of the Msghwal Community of Bombay as published in the
“ Harijan Samachar ' of the 15th September 1934.)

THE BOMBAY MONEY-LENDERS BIL1L, 1934,

“ Mr. Syed Munawar, M.L.C., deserves thanks for having taken great
pains in introducing the above Bill No. VII of 1934 in the Bombay
Council. The Bill aims at regulating the money-lending business which
has been developing everywhere in thiz Presidency day by day. The
flourishing conditions of this business go to indicate that the masses have
been thrown economically out of their gear. The present Bill attempts
to give a protection to the indebted masses against the devilish tyranny
of the creditors. It specitically provides that only those debtors whose
sggregate income in one vear does not exceed Rupees two thousand and
who have borrowed a loan not exceeding Rupees one thousand can
claim protection under this Act against the oppression of their creditors.
Secondly, it provides that the court has power to decide whether any
transaction is in substance s loan.

The Bill will protect the labouring classes whose soureces of income are
so meagre that they are forced to borrow money trom the Marwaris and
the Pathans, not for running any kind of business, but for keeping their
body and soul together. Who have not heard of the blood-sucking
methods of the Marwaris and the Pathans while doing their money-lend-
ing business among the labouring and farming classes ?

It is as clear as day light that the number of debtors from the labour-
ing and farming classes far exceeds that of the petty businessmen, More-
over the petty businessmen have other sources of income and the farm-
ing classes have but few and the Ishouring classes have none. As the
needs of the toiling masses are but scanty the extent of their borrowing
capacity is also but scanty. A labourer or a poor farmer may not
venture to borrow a sum of Rs. 100 or so. It will be found that the
number of such cases is alarmingly large and such cases urgently require
the helping hands of the legislature. We are glad to note that this Bill
s;::s to give this protection to the toiling masses and the petty farming
classes.

As the Co-operative Societies are not of much use owing to the wrangles
of the parties and mismanagement in these societies, the toiling masses
have to resort to the Pathans and the Marwaris who become fat, on their
blood. The Harijans form a majority of the toiling masses and petty
farmers. Nearly ninety-nine per cent. of the Harijan debtors are in
the grips of the Pathans and the Marwaris. Their loan may start with
Rs. 10 to Rs. 50 which may ultimately swell up to Rs. 100 to Rs. 400 by
compound interest alone, As their sources of income are very scanty
and the items of expenses are numerous, they cannot afford to pay the
instalments of interest on their petty loans. Many cases have occurred
among the Harijan labourers when the Pathans have rushed into the
hovels of the Harijan debtors and have kicked their hearths, beaten the
males and dragged the females to their own tenements, Some cases
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have occurred when the Harijan debtors have succumbed to death due
to the thrashing of the Pathans. Now, who can deny the profection of
law to such cases? The labourers and the Harijans are afraid to complain
against the Pathans, as they are illiterate and ignorant they entertain a
groundless apprehension that they will themselves be convicted for not
paying the instalments due to the Pathans, if this case is referred to the
court. That is why they prefer facing the atrocities of the blood-thirsty
Pathan creditors to complaining against them to the court or police.

In conclusion we have to point out that in the interests of the great
body of poor, helpless, ignorant debtors, the Bill must be supported
by all the Councillors and the Government and immediately passed
into law.”

Letter dated the 15th November 1934.

From—The Secretary, Lokmanya Seva Mandal {(formerly Tilak
Utsav Mandal), Chinchpokly, Bombay ;

To—The Acting Secretary to the Legislative Council of the
Governor of Bombay.

“ T thank you for the copy of the Bill to regulate the money-
lending business, you submitted to our Mandal with a view
to elicit its opinion on it, and I have the pleasure to say that
I have been successful in ‘securing substantially collective
opinion of my Mandal on the said bill, which, I am sending
herewith and which, I hope, will receive duc attention and
consideration at your hands.

Lastly, before concluding, I will like to request you to convey
our hearty congratulations to Mr. Syed Munawar on his having
brought such a bill of social reform before the Council, and
tell him we wish every success in his move. Thanking
you.”

(The views of the Lokmanya Seve Mandal on the Bill to regulate
the money-lending business.)

This meeting of the Lokmanyva Seva Mandal, held on 12th November
1934, is of opinion that the present Bill, though noble in its aims and
objects, falls too short of any effective check upon the unserupulous
practice carried on in the business of money-lending. Though the
measure makes it compulsorv for the money-lenders to keep honest
accounts, it needs must wait till a borrower seeks the belp of a court of
law to effectively realise its noble object. The Bill will come to the help
of the poor labouring and agricultural classes only when they go to the
court to seek its help. But this does not improve the present state of
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affairs. The real difficulty under the present circumstance is, that in
ninety-nine cases out of hundred, the borrower does not go to the court,
lest he should be more harassed by the Sawakar. Sosome sort of control-
ling check on the business of money-lending itself was necessary and to
that effect we have the honour to make the following few suggestions :—

(i) That there should be a compulsorv registration of all those
money-lenders, who carry on regular business of money-lending, and
especially among them, the Pathan money-lenders.

{(3¢) That the rates of interest, instead of leaving to the free will of
the Sawakars to fix, should be fixed by the law itself, at least their
maximum and minimum limits ; and they should vary according to
Mofussil or Town areas, say 12 per cent. in Mofussils and 25 per cent.
in Towuns,

Letter dated the 11th November 1934.

From--The General Secretary, Shivaji Vijaya Maratha Mauadal,
Bombay ;

To—The Acting Secretary to the Legislative Council of the
Governor of Bombay.

“T have the honour to forward herewith some suggestions
with regurd to the Bill No. VII of 1934 now before the Bombay
Council.

1. Definition of ‘Creditor’ should be more definite.
Transactions between people more or less in the nature
of help or convenience should be excluded.

Creditor * should mean a person who is by profession
» money-lender or who habitually deals in money-lending.

2. Chapter IIT iy drastic provision. It would affect
private relation between persons and this creates an atmos-
phere of distrust.

Especially » condition to send copies of accounts would
be a hardship. A wily creditor conversant with law would
defeat ends of justice. At the most, it should be made
incumbent upon a creditor to supply extracts of a transaction
if called for to do so by a debtor in writing.

On the whole, if we look to the statement and objects, it
appears sufficient and convenient to apply provisions of the
Deccan Agriculturists’ Relief Act to debtors who are not
agriculturists.”
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From—N. B. Chandrachud, Esqr., Pleader, Poona’;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“T beg to thank you for forwarding to me Bill No. VII
of 1934 for communicating my views on the said bill.

1. There can be no two opinions about the necessity of
a measure to regulate money-lending business. The methods
used by some money-lenders in case of needy borrowers are
revolting. The Pathan money-lender is a curse to the
. depressed classes. Every one knows that the claims are false
but the law, as it stands, is helpless.

With all respect to the gentleman who drafted the measure
I am of opinion that the measure as it 1s is absolutely useless.
The sponsor appears to have neither legal talents or acumen
nor business experience. He has simply copied some of the
provisions of the Deccan Agriculturists’ Relief Act and other
statutes and brought forth a measure which possesses no merit
and is open to all faults.

At one time I had a mind to suggest some amendments
but I gave up the attempt as a hopeless one. Every line
in each clause shall have to be amended. The clauses relating
to the definitions of °Creditor’ and ‘Debtor’ ‘to the
jurisdiction of the court,” ‘to the duty of the creditor of keeping
accounts ’ are almost absurd.

The Measure in question was sent to the Poona Bar for
their opinion. The Bar spent a lot of time in discussing the
measure and ultimately gave their opinton that the measure
ag it stands is a hopeless one.”

No. 16, dated the 16th November 1934,
From—The President, Khoti-Sabha, Chiplun, District Ratnagiri ;

To—-The Acting Secretary to the Legislative Council of the Governor
of Bombay.

“In reply to your No. 777 dated 5th September 1934
requiring me to communicate the views of my Sabha on the
provisions of the Bill No. 7 of 1934 (a Bill toregulate the money-
lending business) I have the honour to send herewith the views
of my Sabha as regards the Bill. The members of my
Sabha are almost all Marathi-knowing people and hence 1 have
given, the views in Marathi and have attached .thereto a
summary m English of the views,”
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[A summary of the views expressed by the Chiplun Taluke Khoti Sabka
on the yrovisions of Bill No. 7 of 1934 of the Bombay Legislative Council
(@ Bill to regulate the money-lending business).]

This Meeting is of opinion that the proposed bill should not form part
of the Statute Book of the Bombay Legislative Council and should not

be passed.
The following are some of the reasons why the Bill should not become

Law:—

(1) The provisions of the Bill are a direct incitement to Socialist
Principles and would create a war between the capitalists and the
socialists.

(2) The provisions of the Bill go one step forward than the Deccan
Agriculturists’ Relief Act at a time when it is being thought necessary
to get the Deccan Agriculturists’ Relief Act amended so a8 to put down
fraud and evil practices of persons who pose as agriculturists when
they are not so practically.

(3) As the Usurous Loans Act of 1918 of the Legislative Assembly
remedies the real and honest grievances sought to be relieved by this Bill,
the Bill is superfluous. Moreover the question being an all-India one
should be thrashed in the Legislative Assembly and not in the Provincial
Councils.

(4) The Bill gives an unlimited power to Court.

(5) The growth of the Co-operative Societies will do away with

the necessity of the Bill.

(6) The definition of ** Trader ” is too wide and would include even
hawkers in villages.

(7) As the Bill excludes dealings above Rs., 1,000 a provision te
exchide paltry loans was necessary.

(8) The right to go into the history of the transaction ‘when the
debtor admts the debt bonu fide is against the principles of general
Law.

(9) Ne accounts have been kept in mortgage transactions when
the profits were to be taken in lieu of interest. This Bill would
require past accounts in such fransactions even. That is clear
injustice.

(10} The experience of the enforcement of the Deccan Agriculturists’
Relief Act goes to show that the power to determine the line-month of
the closing of old transactions and opening new ones would be
improperly used.

(11) The rate of interest is never uniform everywhere. The Bill
does not provide for it and gives an unlimited power to Government
when making rules and to Courts when deciding cases which would be
improperly used by both.

(12) The Courts have no actual experience of viliage life and society.
The power to fix the value of personal labours, etc., would thus be
abused.

(13) The Raule of Damdupat disregarding Ruju-khaic or new
agreements in lieu of old ones is against the Hindu Law even, Its
enforcement against all the castes is improper.
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(14) The rigid enforcement of the rule of keeping accounts and
giving copies would work bardships to poor Rayats.

{15) The Bill instead of regulating the transactions of Usurers would
go to create ill-feeling amongst poor villagers (really uneducated but
knowing only to write their signatures) who are uneducated and who
carry on money-dealing amongst themselves in time of need.

{16) Keeping of accounts and giving copies every three months are
practically unenforceable in village life.

- (17) The power of making rules given to Government under the
Bilt is unlimited. It ought to be controlled by the Legislative Council.

(18) The costs of sending copies of account every three months
even when there is no transaction during the period would in many
cases exceed the actual loan. The debtors will not be able to bear it
and the creditors must get it as the copy benefits the debtor.

(19) The debtors are not saddled with the responsibility of examining
the correctness or otherwise of the copies to be given every three
months and a go-by is given to the ordinary presumptions of Law by
allowing a debtor to dispute their correctness at any time.

(20) The penalty in clause 8 is too much.

{(21) The right given to a debtor to demand the coples of a.ccounts in
a language which is not the Vernacular of the District is strange.

(22) It is clear injustice that the Bill would apply to transactions
which are clear renewals of transactions before the enactment of the
Bill.

(23) Most of the Usurers from whom the Bill intends to protect poor
Rayats have never to come to Court for the repayment of their loans.
They recover the loans and their improper interest in their own way.
A few Usurers do come to Courts but they come quite prepared. This
Bill would work hardship to poor traders who have faith in the adminis-
tration of justice or to poor villagers who become useful to one another
in time of need. The smooth working of village life would be hampered
and poor Rayats shall have to fall into the trap of usurers from whom
tHe Bill intends to protect them.

For all these reasons the Chiplun Taluka Khoti Sabha is of apinion
that the Bill should not be passed.

No. 199, dated the 15th November 1934.

From—The Secretary, Maratha Vidya Prasarak Samaj, Dharwar;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ With roference to letter No. 777 of 5th Septermber 1984
I bave the honour to state that this Samaj is in favour of the
Bill to regulate the money-lending business as it is likely to
uo-1t Bk Hb 103—14
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exercise a check on the unserupulous money-lenders to some
extent and also upon reckless borrowers who habitually indulge
in the delight of borrowing.”

Letter dated 16th November 1934.

From—The Honorary Secretary, Bombay Engineering Employers’
Federation, Bombay ; .

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

Re: Biil No. VII of 1934 (A Bill to regulate
money-lending business.)

* With reference to your letter No. 777 dated 5th September
1934, I beg to inform you that the views expressed are gene-
rally in favour of the Bill.

The following observations made by individual members,
may however, be of iuterest :—

(1) Clause Nuv. 9.—-1f payment of interest or part repay-
ment of a loan is a ‘ transaction ’, practically all loans made
before the Act comes into force would come ultimatily within
the scop. of the Act as it would be difficult to isolat< such
a ¢ transaction’. I presume there is good reason for exclud-
ing existing loans from the provisiors of the Act but it would
be of advantage to debtors, and I connot see that it would
be disadvantageon:s to honest creditors, to vequire periodical
statements of dcbts and interest in all cases of petty loans.

In brief, the meaning of clause 9 depends on the interpreta-
tior of °transactior . 'lhe rresent wording, however
desirable, appears to defeat the intention of the Clause as set
forth in the ‘Statement of Objects and Reasons’. °

(2) The Bill should be supported, as although it will not
give complete protection to the borrowers, it would impose
some check on the money-lenders. Furthermore, there is
nothing iu: the Bill to prevenc the taking of receipts by money-
lenders for larger amounts than actuclly advanced, but if
the Bill is rassed, experience of its working will probably
show in what ways it could be strengthened.

(3) T think we can agree that the regulation of money-
lending would be a great benefit to a very large progortion
nf the population. On the other hand there are obvious
difficulties in discriminating between the lsgitimate money-
lending business, which must in some cases be helpful to
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individuals and to business and extortionate money-lending
rractices which lead to th: ruin of so many lowly paid
Indians.

The subject, however, world app.ar to be one upon which
the Government should draft a Bill after investigating the
problems from all angles and I do not feel a private bill,
such as the one vnder refecence, is likely to meet adequately
so comglicated a sitvation.

I would like, therefore, to give support to the principles
and intentions of the Bill and suggest the KFederation
recommend Government to brirg in an official Bill vo provide
legislative measures to deal with the evil of money-lending.”

Letter, dated the 16th November 1934,
From—The President, Hetkari Bhandari Mandal, Dadar, Bombay ;

To—The Secretary to the Legisiative Council of the Governor of
Bombay, Council Hall, Poona.

* With reference to your office No. 777, dated 5th September
1934, I have the honour to send herewith the opinion expressed
by our Mandal regardiny the Bill No. VII of 1934 circulated
for public opinion.”

Opinion of the Hetkary Bhandar' Mandal, Bombay, on the
Bombay Bill VII of 1934.

“1. There cannot be two opinions as to -he urgent necessity of a
measure to give adequate statutory relief to the debtors in this
Presidency.

2, This Bill is intended for the benefit of the debtors. °The Bombay
Debtora’ Relief Act of 193 * would have been a better title of the
Bill.

3. The principal difficuity is how to put an end to the practice of the
creditors obtaining writings from the debtors for amounts twice or even
four times the actual amount advanced by them. Merely providing
provisions for the enquiry into the history and merits of the case will
not remove the difficulty. The Court should be expressly directed and
empowered to punish the creditors who "are found to have obtamed
w 1tings from the debtors for amounts exceeding the actusl amounts
advanced by them to the debtors.

4, 'The section 4 of the Bill, no doubt. is a big jump in favour of the
debtors but it is feared it may operate against the dehtors themselves in
obtaining loans. This difficulty will be experienced by the debtors whe
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have come to the cities to earn their bread. By providing & proper
definition of the word ‘ resides * this difficulty may be partially avoided.

5. There should be a provision in the Bill to the effect that a writing
witnessing the loan should necessarily be in the language of the debtor
and not in any other language.

6. There should also be a provisien that the creditor must satisfy the
Court that he has done all he can to give notice to the debtor of his
intention of filing a suit against him or his legal representatives.

7. TItis highly desirable that a provision should be incorporated in the
Bill that the creditor obtaining a decree under the influence of this Bill
will be precluded from attaching the salary of the judgment-debtor
when the same does not exceed Rs. 30 per month in cases where the
judgment-debtor is a servant in a private firm or when he is employed by
a private individual.” .

(Similar views have been received from the following with their letters
as mentioned below.)

(1) Letter, dated the 19th November 1934, from the President, Kitte
Bhandari Aikya-Vardhak Mandali, Bombay.

(2) Letter, dated the 19th November 1934, from the Secretary, Kamgar
Hitawardhak Sabha, Bombay.

(3) Letter, dated the 18th November 1934, from the President,
Konkan Prant Shetkari Sangh, Bombay.

Letter, dated 16th November 1934.
From—K.B. Jan Muhammad Khan, M.L.C., Sukkur District ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ With refurence to your letter No. 777, dated 5th Septumber
1934, I have the honour to state that the Bill as drafted is free
from objection. and if passed into law will be of some real
rehi:f to the needy persons in rural and urban areas against
the nefarious devices of the overgreedy money-lendels

2. lu section 7 (I} of the Bill, the word ‘8indhi’, needs
to be made clear that it includes * Hindu Sindhi *.”"

No. 2030/34, dated the 19th November 1934.

From—The Secretary, Maharashtra Chamber of Commerce,
Bombay ;

To—The Secretary, Bombay Legislative Council, Bombay.

“1 am dizected by uhe Committee of this Chamber to refer
to your letter No. 777, dated the 5th September 1934, and to
oommunicate to you their views thereop as under,
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The Committee of this Chamber generally approve of the
princiyle nderly ivg the proposed legislation, viz. the neccssity
of protecting illiterate and helpless debtors against the
oppressive malpractices of certain types of money-lenders
condveting their business In this Presidency. They are,
howezer, of opinion that the bill in its presert form is voo wide
for the purpose and is likely to prejudicially afiect both debtors
and creditors who do not require the kind of protection contem-
plated by the proposcd hill. The Committee would therefore
suggest that the operation of the bill should be restricted to
loans of stms not exceeding Rs. 500 and the debtors whose
gom al income does not exceed Rs. 1,000. Casral or
accommedationr loans as w:ll as moneys dre on account of
sale of goods to traders [whelesale traders being specially
except.d as per section 2 (7) (v)] should also be excluded from
the purview of the bill.

The Committee are of opimor that the gencral drafting of
the bill leaves much to be desircd in the way of precision and
-accuracy aud would svggest to Government to introduce a
properly drafted bill of their own for the purpose in view,
restricting its operation to loans and advances made to artisans
and labourers who are the usual vietims of uefariors malprac-
tices associated with ccrtain moncy-lenders. Amongst other
provisiors, the following should be specially given ef.ect to :—

(2) Mon.y-lending should be jprocerly dsfin.d so as to
exclude moneys due on account of sale of goods to traders
and not to wholesale traders as in section 2 (7) (v).

(#7} * And shall disallow ecosts * in saction 8 (b) occurring
at the end, shovld be omitted and costs always allowed.

~ (41) When a debtor has been furnished with a copy of his
account, it should be obligatory on him either to admit or
deny the correctness thereof. Or ir the alterpative it
should be sufficient for the creditor merely to inform the
debtar of the halance due by him at the end of the specified
period.

(2v) If the above sugg:stion is acceptable, the rulcs should
provide amongst other defails that it will be sufficient for
the purposes of the Act if a creditor allows the debtor to
imspect his account in the ereditor’s book and gets it initialled
by him as an evidence thereof, or in the alternative, the
postage incurred in furnishing the debtor with a copy of his
account or in informing him of the balance payable by him,
should be borne by the debtor.
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Before conclvding, the Committee would onee again like to
point ovt the neccssity of a more precise and accurate bill
being introduced for the purpose in view.”

Letter, dated the 17th November 1934,

From—The Secretary, Deccan Maratha Education Association,
Poona ;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

“ With reference to your No. 777 of 5th September 1934,
I have the honour to state that our Association feels the nued
of regulating the Money-lending Business to save the poor
agricultvral and labou.ring classes from the oppressive method of
calculating interest by the Vathans and other Sawkars. The
present bi!! is a move in the right direction and we are in agree-
ment with the primciples urderlying 1t.”

Letter, dated the 19th November 1934.

From—The Honorary Secretary, Bombay Incorporated Law Society,
Bombay ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

Subject—Bill No. V11 of 1934 (A Bill to regulate
the money-lending business.)

“ 1 have the honour to acknowledge rec ipt of your levier
No. 777 of the 5th Sertember last inviting the opinion of the
Law Society on the abovementioned Bill.

In reply thereto, I have to state that my Socicty is in
symrathy with proposals for legal checks desigped to control
the questionable prac.ces of professional money-lenders, in
the inveress of illiterate and poor labourcrs. My Society, how-
ev.r, does not approve ot the Bill. The Bill, as framed, is, in
the orinicn of my Society, caleilat.d to al.ect adversely the
interests of borrowers, by unnecessarily restricting ciedit
operations of money-lenders. (lause 4 of the Bill, as to juris-
diction, 18 also open to serious objectior.. lhe Society is of the
opinion that Gosernment should, insvead of leaving the matter
to be dealt with by a private Bill, diaft 4 Bill of their own,
cove:ing only loans to labonrers aud artisans and such ovher
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class of people who 1equire protection and excluding frans-
actions regarding the sale of goods from the purview of such
legislation. My Society is further of opinion that the suggested
Bill should be confined in its operation to borrowers with an
annual income of zot more than Rs. 1,000 and loans of amounts
below Rs. 500.”

Letter, dated 20th November 1934.

From—The General Secretary. National Seamen’s Union of India.
Bombay ;

To—The Secretary, Legislative Counecil, Bombay.

Subject—Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

“ With refcrence to your letter No. 777, dated Poons, the
5th September 1934, erclosing a copy of the above Bill for
expression of opinion thereon by this Union, I am desir.d by
the Union to communicate its views as under :—

The Union wholeheartedly supports the principle undex-
Iying this Bill, numely, jrotection of poor borrowers,—
mostly wage-carners and lower middle classes,—fiom the
ustrrions practices and highhanded mecthods of money-
lenders, a big majority of whom practize fraud and charge
extortionate raies of 1:tercst on the needy borrowers with
the result that they are kept in life-long indebtedness.

A fairly big number of linders who carry on their business
with small investm.nts of Bs. 100 to Rs. 200 deduct from
the principal the first month’s interest at fhe rate of four
annas in the rupee and give the balance to the bomower.
These lerders are mostly concerned with the realisation of
interest only, which they forcibly colleet from the borrowenrs.
Where no security is of'ervd by the borrower to the lender
for the morey advanced as a loan, the latter fiaudulently
takes two promissory notes from the borrower—one for the
loan actvally advanced and the other for a sum three or four
‘times the actual sum. There are various other sorts of
malpractices of money-lenders which bave become proverbial.

Many lenders, who are no* bona fide, are known to keep
two sets of accounts in respect of one single loan ard do not
furti-h aLy accovnt to the borrower, so that he go.s on
paving the interest but does not know how much more is
actually due by him to the lender.



112

The Bill which is long overdue is a modest attempt to
afford legal proteciion to bornowers from some of the vagaries
of the moneyv-lend.rs. It does not go far enough.

The Union is of the opinior. that there should be a elause
in thie Bill to prohibit besetting a factory, workshop or office
on pay-day for recovering loars. Ths lender can have only
legal remedy and should not be allowed to harass the
borrower at his place of work. Without such a provision
the Bill will be incomplete.

The Union strongly urges the uecessity of passing the Bill
with suitable modifications into law at an early date.”

Letter, dated the 20th November 1934,
From—The Honorary Secretary, Bombay Bar Aszociation, Bombay;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

“ With reference to your letter No. 777 of 1934, dated 5th
Septumber 1934, I have the honour to forward herewith the
views of my Association.”

{(Views of the Bombay Bar Association on the Bombay
' Money-lenders Bill.)

““ The Association approves of the principle underlying the
Bill that debtors must be rescued from the clutchws of
mopey-lenders and that Courts should not be a party to
unconsciorable baigains between them. But the Association
cannot support the Bill as drafted. It apyears to the Associa-
tion to be a hasty and ill-conceived giece of legislation.

If any amendment is required in the law as it stands, the
proper method of dealing with it is to amend and alter the
Usurious Loans Act.

Without wishing to criricise the Bill under consideration in
detail the Association wishes to point out that section 4 of the
Bill is clcarly ultre vires of the Local Legislative Council as it
seeks to deprive the High Court of jurisdictior vested init by
clause XII of th. Letters Patent. It is needless to say that
this can only be done by amn Act of the Indian Legislaturs.”



113
No. 216, dated the 19th November 1934.

From—The Honorary Joint Secretaries, the Pathare Prabhu Social
Samaj, Bombay ;

To-~-The Acting Secretary to the Legislative Council of the Governor
of Bombay.

Re : Bill No. VII of 1934 (A Bill to regulate
the money-lending business.)

With reference to your letter No. 777 of 1934 dated the 5th
September 1934 enclosing a copy of the Bill herein above
referred to forwarded to our Samaj for the purpose of eliciting
its opinion thereon, we have the honour to communicate to
yvou the views of our Samaj on the said bill.

(Views of the Pathare Prabhu Social Samaj on Bill No. VII
of 1934. A Bill to regulate the money-lending business.)

“ We are i agreement with the prineciples underlyiug the
%rowsmns and entirely approve the object of the propesed
ill

2. We, however, consider that in Chapter I, section 5A the
definition of the word ‘debtor’ is too wide and should be
restricted only to the heirs and legal reprecsentatives of a

debtor.

3. We are further of opinion that in cases governed by the
Deccan Agriculturists’ Relief Aet (Bombay Act XVII
of 1879) :—-

(a) that the word ‘ Loan’ as defined in section 2 (7 of
the proposed Bill) should be widely interpreted so as to
include mortgage transaction even if it is executed prior to
the present Bill coming into force as an Act;

(b) that the provisions of Chapter 1 of the proposed Bill
should be made applicable in so far as they are not inconsis-
tent with the provisions of the Deccan Agrienlturists’ Relief
Act;

(¢) that the whole of Chapter IlI nunus the proviso fo
section 7 in that chapter should be applied to all cases
governed by the Deccan Agriculturists’ Relief Act.

4. We also recommend that there should be a provision
analogous to section 16 of the Deccan Agriculturists’ Relief
Act enabling the debtor to sue the creditor for accounts ”

¥o-1t Bk Hb 103—15
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Letter No. 909, dated the 16th November 1934,
From—The Secretary, Merchants Association, Umarkot (Sind) ;

To—The Acting Secretary to the Legislative Council of the Governor
of Bombay.

“ With reference te your memorandum No. 777 of 5th
September 1934 asking us to communicate our views on the
Bill No. VII of 1934 (a Bill to regulate the money-lending
business) I have the honour to state on bchalf of my associa-
tion, for the undermentioned reasons, that this bill will prove
quite harmful to all public.

Paragraph (4).—Suils where to be instituted and tried.

* That the suits for tecovery of loans shall be tried in the
(purt jurisdiction wher: such defendant resides.”  The present
suits are tried in the Court within whose jurisdiction either the
plaintiff or the defendant resides. The proposed amendment
18 caleulated to let very hard the plamtitt (the money-lender)
as much he will have to waste his time, money, energy in
running about from ore Court to the other, in case there are
different borvowers residing in diffcrent Court’s jurisdictions
even in one transaction. Take for example the case of
a person who has given debt to 10 debtors living all over Sind
in 10 different Courts’ jurisdiction. The money-lender in this
case will have to run from place to place to prove his cases.
Imagine the tine, money and the loss in business he will have
to incur in thus running about. Moreover a plamtiff never
gets his own fare for attending hearings which becomes heavy
even in present case when he attends only ome Court. By
going to different Courts this fare will amount to so much as
to heavy burden him and will not commensurate with the
amount which a money-lender would spend.

Paragraph 6. —Mode of taking account.

‘ That the mterest and principal account of debtor to be
taken separately, will provs very inconvenient.’

Paragraph 7.—Duty of creditor to meintain and furnish
accotnls,

“That four times in a vear the account of a debtor signed
hy creditor or hiv ager:t should be sent to the dehtor as Local
(Government may prescribe.’

Your honour may be knowing that meny men in villages
open shops for their livelihood only and such men do uot
know how to write, even if they know, they can keep their
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accounts in their mother-language (Wanka Language). It is
1ather too much to expect such people to prepare accounts and
send bills to debtors four times or %o as Local Government
may prescribe.

It 18 too hard to send each debtor his accourt quarterly. This
is possibility by appointing some servants who may think of
the time and deliver tha bills to each debtor, whereby working
expenses will heavily inciease. This will tharefore be beyond
the capactty of poor villagers (money-lenders).

Moreover the bills are requited to be given to the debtors in
one of the following languages--Enghsh. Cwjarati, Sindhi,
Marathi, Urdu and Hindi whichever he prefers.

It is a0t possible for the villagers and others to give the bills
i such languages as the debfor wishes when many of the
merchants (money-lenders) know their mothor-language
{(Wanka or Hatai words). Should now the money-lenders
learn those above languages for this new rule or keep men to
prepare bills for them which will he rathr too expensive.

To send bills to each debtor quurterly is impossible as the
Thar Parkar district d_btoss do not live in oue place all the
vear round inasmuch as shev go about fiom rlace to place for
harvest, etc. You can imagine how caii the credifor find
each debtor on the fixed dates.

If the creditor fails or cannot find the debtor he should lose
his interest and suffer the expenses of the servants who may
wander after the debtors for the bills. Under the circum-
stances the trade will suffer greatly and it will be almost
stopped. Middle class persons will suffer the most.

It chould he noted that money-lenders or zamindars do not
pay the debt to debtoxs to eain interest, they do so it order to
enable debtor Haries to carry on cultivation operations,
cas. they do not give the debt, no man will come to cultivate
their I'nd. Thus cultivation will suffer which in turn tell
upon Government land revenue.

Now according to this rule if any debtor rcfuses to take bills
the creditor will have to file snif immecdiatsly. This will amount
1o this that creditor should be ready for suits at the time be
lends money to them.

The rules already in existence are favourable more than
enough to the debtors.

In the objects and reasons of the bill it is showz that from
24 o0 300 per cent. inverest is charged from the debtors. It will
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not be here out of place to state that more than 6 per cent.
interest is not allowed by the Courts in any suit.

According to above and many other reasons our Association
is of opinion that no good will come out of the bill and that it is
caleulated to do mapy evils inasmuch as the trade will
be suppressed. The money-lenders and duobtors both will
suffer if this new bill will be passed and the debrors will no
longer get debt to carry on theit business or fo pay Government
dues i. which their lands or things will be put to anction.”

Letter, dated the 20th November 1934.

From—The Honorary Secretary, Bombay Shroff Association,
Bombay ;

To—The Sccretary, Bombay Legislative Council, Bombay.

“1 am dirccted by the Committee of the Bombay Shroff
Association, to forward hereby their views on the Bill
No. VII of 1634, to regulate money-lending business in the
Bombay Premdencw,, introduced in the last session of the
Bombay Legislative Counecil.

My Committee have studied the statements of objects and
reasons, set down by the author of the bill, explaining
its various provisions and stressing its necessity. From the
same, my Committee understand that the bill is introduced
with a view to check the usurious malpractices of certain
types of money-lenders aud afford protection to the agricul-
tural and labouring classes, who suffer at their hands, How-
ever, my Committee are constrained to ubserve that the bill, in
its present form, is so vague and indefinite, that it will not
achieve the end in view and will restrict trade and credit,
covering as it does all persons and tracvsactions. It is there-
fore essertial that loans made against sales of goods and
occasional advances should be excluded from the scope of
the Bill and that it should cover loans made to agricultural,
labouring, and such other classes which are sought fo be pro-
tected and that it should apply to borrowers with an annual
income of not more than Rs. 1,060 and loans of amounts below
Rs. 500. Consequently, sub-section 5A of section 2 and
section 3 should be amended on the lines suggested herein by
my Committee.

Besides, there are many other ob1ect10nable features in the
bill, such as the obligations laid on the creditor to institute a
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suit for recovery of a loan in a court within whose jurisdiction
the debtor resides, to keep accounts in a certain style and to
gubmit the statements of accounts to the debtor everv quarter.
Thev may point out that the first one will increase the cost of
recovery and the latter ones that of working, but the conse-
quential burden shall have io be borne by the debtor. How-
aver, with regard to the third, apart from the question of
increasing cost, they would submit that it will create such a
burden as to be entirely uuworkable in practice.

On these grounds, my (ommittee hope that Government
would be pleased to reject the above Bill.”

Letter, dated the 20th November,1934.
From-—The Joint Honorary Secretary, Deccan Sabha, Pooria ;
To—The Secretary, Bombay Legislative Council.

“ With reference to your letter No. 777, dated 18th
September 1934, 1 bey ‘to enclose herwith six copies of a
Statement of the Deccan Sabha’ s views on the Money-lenders
Bill, introduced in the Local Council by Mr. Sved Munawar.
Kindly acknowledge receipt and oblige.”

{Views of the Deccan Sabha, Poona.)
THE MONEY-LENDERS BILL.

The following statement of the Sabha’s views on the Money-lenders
Billintroduced by Mr. Syed Munawar, M.1..C., in the Bombay Legislative
Council, was sent to the Secretary. Bombay Legislative Council -

The Couneil of the Deccan Sabha agrees generally with the object
of the Bombay Money-lenders Bill (No. VII of 1934), and offers the
following detailed observations and suggestions :—

Section 2, Clause (5A), Last sentence.—-* Persons who may be
dependent on a debtor shall be deemed to be debtors for the purposes
of this Act . The purpose of this part of the clause is not quite clear
and it is recommended that it should be dropped. It is further
suggested that in the same clause Rs. 1,000 instead of Ks. 2,000 per year
should be prescribed as the maximum limit of the income of debtors
to whom the provisions of this Bill are to apply. It seems unnecessary
to limit the application of the Bill only to loans not exceeding
Rs. 1,000.
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Section 2, Clause 7, Sub-clause VII.—1Tt is undesirable that mortgages
should be excluded from the operation of thiz Bill. In view of the
forced and fictitious nature of many of these transactions it s
recommended that this exemption should be deleted.

Section 4.—Requiring suits to be instituted in courts, under whose
jurisdiction the debtor resides, may he found difficult to enforce and is
likely to place obstacles in the way of the exercise of the legitimate
privileges of the creditor and thus to destroy the credit of the borrower
himself. It is recommended that the practical effect of this section
should be carefully considered.

Section 6 (C).—The addition of unrealised interest to the amount of
principal should he made generally permissible. except for the proviso
that such capitalisation of interest should take place only at the end
of a year, even when the interest is fixed in the contract on a monthly
bagis. For periods of less than a vear capitalisation of interest should
not be permutted.

Section 6 (E).—The assessment of the money equivalent of services
and other advantages offered by the debtor to the creditor, contem-
plated by this clause, is bound to be extremely difficult and is likely
to lead to false pleas.

Section T (B).—For loans of a year’s duration and over, three months
13 too short an interval for the supply of a fresh statement by the
creditor to the debtor, and it is recommended that the period should
be extended to six months, actual dates being fixed with reference to
the prevailing agricnltural scasons in different parts. End of June and
December mwht be suggested as suitable limits.

Section 8.---In view of the penalties placed on the creditor for non-
supply of periodical statements of accounts to the debtors, it is suggest-
ed that independent proof of the actual supply of such statements
should be ensured by the requirement that these statements should be
supplied through Government officials, e.g. the village officers. It
might be desirable to introduce the practice “of an account book on the
lines of the Postal Savings Bank Account Book. This should be
maintained in the local vernacular. In the statement of the
““ principal 7 sum the original amount and amounts added on account
of unrealised interest should be shown separately.

General —In gddition to the civil remedies suggested in this Bill it
is necessary to grant protection to the debtors against besetting,
annoyance and sometimes personal intimidation practised by certain
classes of monev-lenders.

The aims and objects of the Bill should include © the education of
the debtor in the qualities of thrift, responsibility and self-help

The Bill should provide for 3 maximum rate of interest to be allowed
by the Courts. This rate should bhe the locally prevalent rate of
interest for similar transactions, and it shoul in no case exceed by
more than three per cent., the rate charged to their own members by
co-operative credit societies in the locality.
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Letter No. M{66, dated the 19th November 1934.

From—The Honorary General Secretary and the Members of Shree
Mahyavanshi Kshatriya Hitwardhak S8abha, Bombay ;

To—~The Secretary to the Legislative Council of the Governor
of Bombay.

Re : Bill No. VII of 1934 (A Bill to regulate the
money-lending business.)

“ With reference to vour letter No. 777, dated the 5th
Septumber 1934, forwarding therewith a copy of the above
bill, and asking our Sabha’s views on the same, we have the
honour to submit the following suggestion for the considera-
tion of the Select Committee —

(1) While giving a loan, the Marwuris enter double or
treble the amount lent in writing in the bond, and while
giving the amount in cash, he deducts th. inter:st for oue
month plus the Vatav in advance. Some provision must be
provided in the bill to check this evil.

(2) Some persons are carrying on money-lending business
privately, and this deprives the Government of their bona-
fide revenue from them. What measures will the Govern-
ment take to 1ecover the losses thus incurred, by the evasion
of payment of income-taxes in absencs of regular accounts
not being kept by such private persors, who are not
professional money-lenders but who lend money to people
and levy exorbitant rates of inferest 7 In our opinion if
is desirable to issue licenses to them.

(3) When loans are taken on personal securities as well as
on ornaments by the boriowers, no special record of the
numb.z of ornaments is kept by the creditor or the Marwadi,
por does he enter them in regular bond or decument as
articles against which the money was lent. Some provision
must be put down in the bill o remady this evil.

(4) When the agriculturists want to borrow monev from
the village monev-lenders, the moneyv-lenders make a sale-
deed of the land of the borrowers as well as of his personal
property, in their own names in the bond. A provision
must be put down by the Government.

(5) Whether Government servarts such as Police Patels,
Talatis and the Karkoons, can carry on the money-lending
husiness, directly or indirectly with the ryots and thus
deprive the poor agriculturists and the rvots of their lands
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and property by their clever ways of mamipulating accounts
and by their influence in ihe local courts and with
the authorities concerned. This is highly objectionable,
and we request the Council to put strict measures and
provisions 1n the Bill to check this wide-spread evil among
the Government servants in village and revenue officers in
the mofussil.

(6) Rates of interest should not he more than 12 per cent.
per annum on personal security, 6 to 9 per cent. on security
of ornaments, per annum,.

We are therefore of opinion that if the Bill is passed with the
sincerest object of redressing the undoubted grievances of the
masses in general and the poorer classes in particular, remov-
ing the abovementionad evils, the same will be considered the
first and the greatest step token in this direction, and will he
highly appreciatad by this Sabha.”

Opinion of Mv. K. K. Desai, Pleader, Olpad, District Suraf,
doted the 10th October 1934, on M oney-lending Ball.

Objects and reasons—

1. Tt seem= the Bill is intended for a particular class doing
professional money-lunding business. There is a class of
person known cs the Pathans who are professional money-
lenders, and who always couple thelr demands with violence.
Tr fact this class of money-lenders are not only a menace to
law and order, but they are also a potential danger to Govern-
ment. They have their own peculisr organization.

2. The Bill, however, is too general and affects not only
the poor labourer but also the agriculturists und the ordinary
Sowear. Chapter 11 1s already in existence as Chapter IT of
Dekkhan Agriculturists’ Relief Act and it is almost verbatim
incorporated in the present Bill,

3. The lekkhan Agriculturists’ Rulief Act has not benefited
the agriculturist at all. The Sowear knows very well how to
evade the provisions of the Act. What is there to prevent him
from taking a bond for Rs. 100 from a borrower, while paying
lim only Rs. 90 ? How is the agriculturist to meet the Sowcar
in Court when the Sowcar quietly says he has no account
books, or that his account books have been desteoyed by this
accidence or that, or that the bond was for cash when it was
for balance, or that he had no previous transaction ?
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4. The Sowkar generally instead of immediately going to
Cours, quietly pays a little cash to the needy debtor and gets
a sale or mortgage of his lands and houses, with a rent-rote.
He then files a suit for possession; it is awarded and
the debtor is asked to file a suit for accounts and redemption
which he is rarely able to do.

5. Compulsion to keep account books does not help the
gituation as it is the Sowcar who writes them ; and he can
manipulate his accounts at his own sweet will.

All the Courts are now agreed that the Dekkhan Agricul-
turists’ Relief Act has not worked well.

The Bill therefore should be confined to the particular class
of money-lenders, who obviously require defimte checks upon
their nefarious business.

The Dekkhan Agriculturists’ Relief Act has unnecessarily
increased the work of courts without corresponding benefit
to the debtors. In fact, indebtedness is going on increasing
and in the place of the indigenous agriculturist we have the
sowkar agriculturist.

Co-operative Soci.ties were meant for the imypiovement of
agriculture. The borrower under the pretence of improve-
ment of his lands, borrows and spcnds the moncy in ocher
divections without being called to account. When the agri-
culturist finds two Sowkars to lend money to him, he becomes
more reckl:ss. No agriculturist has been known to replace one
Sowkar by borrowing money from another. No wonder that
the indebtedness is going on increasing.

The only way to improve the condition of the Agriculturist—
in fact of the whole qountry—is to increase his means
and capacity for larger production.”

Letter, dated the 16th November 1934,

From—The Honorary General Secretary, the Grant Road Parsee
Association, Bombay ;

To—The Seeretary, Home Department, Government of Bombay.
Re : Bombay Bill No. VII of 1934 (A Bill to
regulate the money-'ending business).

“1 beg to inform you that this Association has collected a
small fund to advance small amounts of loans to those poor
Mo- Bk Hb 103—16
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Parsees who may have taken loans from Pathans and Marwadis
at very high rates of mterest.

Tt was therefore with great interest that Committee have
fully considered the above Bill and have decided to fully
support the same.”

Letter No. G.P. 10/246, dated the 17th November 1934.

From—The Honorary Seeretary, Buyers and Shippers’ Chamber,
Karachi ;

To—The Ag. Secretary to the Legislative Council of the Governor
of Bombay.

Subject.—Bill No. VII of 1934 to regulate the
money-lending business.

“ With reference to the above Bill published in the Sind
Official Gazette of 30th August 1934, T have the honour to
address you a- under :

My Committee while fully endorsing the reasons necessita-
ting the introduction of the Bill in the Legislative Council,
viz. the wide-sprcad malpractices practised by Bawkars ox
professional money-lenders perticularly on the 1illiterate, poor
and labouriug classes i the matter of money-lending which has
admittedly assumed a menacing aspect in the Presidency, and
appreciating the purpose of the Bill. viz. to exercisc a legal
check on unscrupulous money-lenders who are clever enough
to «vade the provisions of the Usurious Loans Act by ingenuous
maripulation of the accounts of loans, and upon reckless
borrowers who habitually indulge in the delight of borrowing,
are, however, of opinion that some of the sections of the Bill
are so stiffly worded that it is feared the Bill, unlcss suitably
modified, would go a very great way in discouraging the monev-
lending business, the due importance whereof in the present
economic §ystem cannot be under-rated without s.rious
prejudice to s very large section of the people. While the
borrower no doubt deserves a reasonable measure of protec-
tion of law from th. possible highhandedness, usury and
dishonesty of his creditor, the creditor too, in all fairness and
justice, cannot be demied a similar measure of protection
against the undue advantage that might be taken from him by
the borrower under the shelter of one or the other sections of
the proposed legislation.
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The Bill, it is seen, is applicable to a suit, the subject-matter
whereof does not excecd Rs. 1,000, In other words, the
suiis the subject-matter of which is over and sbove this amount
a1e outside the .cope of the Bill, and the ordinary law is
applicable to such suits.

*My Committee beg to point out that the following clauses,
in their opinion, are objectionablc :—

Section 6 (c).

The creditor is denied the right of converting into pnnclpal
the accumulated interest, unless the Court for reasons io be
recorded by it in writing decms such to he 1easorable. The
pow.rs vested in the Court are very wide indeed, and the
fair and judicious excrcise of these powers depends entirely
upon the good sense of the judge. No unifoimity can be
observed and it is feared that the proposed legislation would
create much disaflection and distrust betwecn the money-
lender and the horrower, as the result whereof it would be
difficult for ths borrower %o get money for his necessaty
requirsments. My Committee would suggest that a time-
Limit be prescribed for conversion of accumulated inveress
into principal. In the opinion of my Committee, after lapse
of one year from the date of the account, such conversion of
accumulated interest irto principal should be made permissible.
In other words, if the amount of the interest due is not paid
by the end of the one year from the date of the account, the
same may be added to the principal, and a fr.sh account of
the full amount due by the debtor may be taken.

Section 6 (d).

The above remarks are equally applicable to Clanse (d) of
Seciion 6, which entitles the creditor to the interest at the rate
allowed by the Court. This means that the creditor iz not in
a position vo know what rate of interest he is to get for the sum
he has lent. In such circumstances, it 1s Latural if one hesitat.s
to lend money. My Committee theiefore suggest desirability .
of fixing the maximum rate of interest to be allowed by the
Court foc the transactions under the purview of th., proposed
leg1slat10n

Section 7 (b).

My Committee do not favour the idea of rundering account
wvery three months. They suggest that the account should be
rendered onlv once in six months. They further suggest
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that in order that these statements of accounts to be furnished
periodically be true statements of accourts hetween the parties,
the. money-lender should be compelled by law to maintain
regular books of accounis.

Section 10.

As for the rules to be framed under Section 16, my Com-
mittee would suggest that the opinion of the various commercial
and public bodies be invited before same are put up before
the Legislature.

In conclusion, I am directed to state that my Committee
have made the above observations with regard to the principal
sectiors of the Bill. Generally speaking, the Bill as at preseut
drafted will fail to achieve the object in view. My Committee,
therefore, would suggest that instead of leaving the matter to
he dealt with in a private bill, the Government should bring
forward their own Bill more certain and definite in its object
and scope.”

Letter No. Misc. A/154, dated the 22nd November 1934.

From—The Honorary Secretary, Saraswat Brahman Samaj,
Bombay ;

To—The Secretary to the Legislative Council of the Government of
Bombay.

“T am to refer to your letter No. 777, dated the 5th September
1934, forwarding a copy of the Bill No. VII of 1934 (Bill to
regulate money-lending business) and asking for the views
of the Saraswat Brahman Sama) on the same. The views
of my Committee on the provisions of the said Bill are appended
hereto.”

Views of the Saraswat Brakman Samaj, Bombay, on the Bill to regulate
the Money-lending Business.)

CHAPTER 1.

Clause 2 (3).—Add the words * and subsequent acts relating to
Co-operative Societies” to include the Bombay Co-operative Societies
Act of 1925.

Clause 2 (6).—An advance made on a promissory note is included in
the definition of ““ loan”. A promissory note is the commonest form of a
document . evidencing & loan. Even friendly loans evidenced by a
promissory note will come under the definition of “ loan " and will be
subject to the disabilities created by this bill. This is not the object
of the bill. It is intended to check the activities of professional
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money-lenders. In Bombay Multanis advance loans on hundis, Marwaris
advance monies sometimes on cheques and at times under bogus bills
of sale of furniture or jewellery. This ineclusion of promissory note
in the definition will help the professional money-lenders, while it will
penalise bona fide transactions of friendly loans. The scope of this
clause should be restricted to the negotiable instruments without
distinetion of professional money-lenders,

CHAPTER II.

Clause 3 (1).—This clause 18 too wide. By the inclusion of claim for
. goods sold the transactions of sale and purchase between merchants and
merchants are also brought within its range, which is unnecessary and
undesirable in the intereste of trade. The bill should be restricted to
money-lending only.

Clause 4—This clause will inflict very great hardship on merchants in
Bombay who despatch goods all over India. If they are forced to file
suits at the places where their customers reside or do business they will
hesitate to do busmess except on cash terms. The result will be that
trade will considerahly be bampered. If the scope of the Act is limited
to loans of professional money-lenders only then it may be retained as it
is at present in the case of the agriculturists.

Clouse 5—This is cumbrous and unnecessary. In its place the Courts

should be empowered to go behind settled transactions in cases of hard
or unfair bargains as is provided in the Usurious Loans Aect.

CHAPTER 1II.

Clause 7 (b).—Instead of three months “ six months” should be
substituted.

In addition to the provisions as regards accounts a provision should
be made making it compulsory for professional money-lenders to get
their books of account sealed or stamped by Government officers as is
done in some native states to ensure genuineness of their aceounts.

Letter No. 368, dated the 20th November 1934,

From—The General Secretary, Maratha Educational Conference,
Bombay ;

To-—The Secretary to the Legslative Council of the Governor of
Bombay.

Re: Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

““ With reference to your letter No. 777 of the 5th September
1934, T have the honour to forward herewith the opinion of
the conference on the above bill as under :—

The bill, though not exhaustive and complete in itself, goes
a long way off to redress the pitiable condition of the debtors.
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It attempts to improve the pesition of the debtors and save
them from the clutches of the money-lenders as far as possible.
1t is no doubt a step in the right direction. However there is
ample scope for further legislation. Besidesit should have come
from the Government rather than from a non-official member
of the Legislature as in the former case it would have been
more creditable to the Government and would have secured
greater support from official as well as non-official quarters.”

Letter No. 541/1934-35, dated the 20th November 1934,

From—The Secretary, The Marwadi Chamber of Commerce,
Bombay ;

To—The Secretary, the Bombay Legislative Council.

Subject.—Sved Munawsar’s Bill to regulate money-
lending business in the Bombay
Presidency.

“I am directed by the Board of this Chamber to forward
their following views on the above-mentioned bill. '

2. My Board are not opposed generally to the principle of
regulating money-lending business. On the contrary they
are of opinion that unless and until the evil practices that may
have crept into the profession are stopped it can neither
develop and progress nor increase its uscfulness to the
community. They further feel that wherever unconscionably
high rates of interest are prevalent some legal check is essential.
Although my Board hold these views they are afraid Mr. 8yed
Munawar’s Bill is too wide and otherwise unsuited to the
furtherance of the objects aimed at.

3. A very grave defect of the Bill is that it makes no
allowance for the fact that in a large number of cases individuals
who do not carry on money-lending as a profession accommeodate
their neighbours in times of need. If the provision relating
to submission of quarterly accounts is to apply to such cases
also the obvious effect will be to scare away such casual lenders
who are as a class more sympathetic and reasonable.

4. Besides, as stated above, the bill is too wide in scope.
A safeguard can work only if it is limited in operation. For
these reasons my Board aie opposed to the ll in question.
They would, however, be willing to sipport another measure
;:‘ith the same objectzs but free from the drawbacks indicated

ere.
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(English translation of the Sindhi document, received from the Oriental
Translator to Government with his Memo. No. 1549, dated the
10th August 1934.)

Today a meeting of the Panchayat of the Merchants of
Shachro town was held under the Chairmanship of Seth
Tagrupdas, at which the following resolution was passed :

Proposed by Seth Mathradas Motiram and seconded by
Seth Motiram.

That this Panchayat of merchants is opposed to the Bill to
regulate the money-lending business, introduced in the
Bombay Legislative Council, on the following grounds :—

(1) There is no necessity of passing this Bill, as the Deklkhan
Agriculturists’ Relief Act already affects the merchants and the
Civil Procedure Code also contains several provisions about
interest and other matters for the protection of debtors, by
enforcing which the object of the Bill can be achieved.

(2) In this Bill all the responsibility has been thrown upon
the sheulders of the creditors, and no provision has been made
for the security of their debts. Most of the businessmen
are poorly educated and do not even know how to keep their
accounts properly.

(8) The most inconvenient provision of the Bill is that the
creditors are required to furnish each debtor with a statement
of accounts every three months, showing the amount due
from such debtor at that time. But every creditor has
many debtors, who do not live in one village but in several
villages situated at considerable distances from each other.
To go every three months to all these willages and give
statements of accounts to the debtors there will put the
creditor to considerable expense of time and money. In
these circumstances the trade of the country will greatly suffer.
Moreover, in most villages there are no post offices, and it
will therefore be very difficult for a creditor to prove in a court
of law that he has duly supplied the debtor with quarterly

statements of accounts, if the debtor refuses to accept them

and there is ne post office to enable the statements being sent
to him by post.
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Resolved unanimously that this Bill should not be passed.
But if it is passed, the proviston requiring the creditor te
furnish a statement of accounts to the debtor should be amended
80 as to compel every debtor to keep an account book, in which
he should get every amount borrowed or repaid by him entered
in the creditor’s handwriting.

2. It is the custom in this counfry to settle accounts once
a year, except when there is a famine, in which case such
settlement is postponed. Hence whenever the account is
settled, the debtor should alse have this settlement of account
recorded in his account book by the creditor.

3. If this Bill is passed, the credit of the debtors will be
shaken and it will be difficult for them to get any loans.

Resolved further that copies of the above resolution should
be submitted both to the Bombay Government and Sind
Government.

Dated 13th July 1934.
(Signatures.)

(English translation of Sindhi petition received from the Orienial
Translator to Government with his Memo. No. 1672, dated the
30th August 1934.)

To—The Home Secretary, Government of Bombay.

This meeting of the Panchayat of Islamkote (District Thar
Parkar) held on 7th Aungust 1934 strongly protests against
the Bill to regulate the money-lending business introduced in
the Bombay Legislative Council on the following grounds :—

(1) The merchants of this place keep their accounts in
Hindu Sindhi characters only, most of them being ignorant
of the languages mentioned in sub-clause (4) of clause (2)
of section 7 of the Bill. Hence if this Bill is passed, they
will be put to great trouble and will have to close down their
business.

(2) Tt will be very difficult to furnish statements of account
to the debtors every three months, as required by section 8
of the Bill. In the villages each shop is managed by only
one man, who besides attending to his business cooks his
own food, looks after his beast of burden and does many
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other things. It will therefore be impossible for such people
to prepare such quarterly statements of account, specially
m the prescribed form.

(3) Section 10 of the Bill is very harsh, as in the villages
there are no adequate postal arrangements, and if the debtor
denies the receipt of the quarterly statements of account
sent to him otherwise than by post, the burden of proving
the fact has been thrown upon the creditor, which is most
unjustifiable. If this Bill 13 passed, it will result in the
abovementioned and similar other difficulties. We there-
fore request Government not to allow it or any other similar
Bill to be infroduced in the Council. Otherwise trade,
which is already very slack, will stop altogether, resulting
1 serious unemployment among merchants and agriculturists
on the one hand and loss of revenue to Government on the
other. The relations between the creditors and debtors
will also become very much strained, in consequence of
which there will be no peace in the country.

Dated 10th August 1934, Signatures.
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(English translation of Sindhi petddon recetved from the Oriendsi
Translator to Government with his Memo. No. 1691, dated the
3rd September 1934.)

Resolutions passed by the Panchayat of Chehlor, taluka Chhachhro,

district Thar and Parkar.

(1) The merchants of this place keep their accounts in Hindu
Sindhi characters only, most of them being ignorant of
the languages mentioned in sub-clause (b) of clause (1) of
section 7 of the Bill. Hence if this Bill is passed, they will be
put to great trouble and will have to close £)Wn their business.’

(2) It will be very difficult to furnish statements of account
to the debtors every three months, as required by section 8
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of the Bill. In the villages each shop is managed by only one
man, who besides attending to his business, cooks his own food,
looks after his beasts of burden and does many other things.
It will therefore be impossible for such people to prepare such
quarterly statements of accounts, specially in the prescribed
form. :

(3) Section 10 of the Bill is very harsh, as in the villages there
are no adequate postal arrangements, and if the debtor denies
the receipt of the quarterly statements of account sent to him
otherwise than by post, the burden of proving the fact has
been thrown upon the creditor, which is most unjustifiable.
If this Bill is passed, it will result in the abovementioned and
similar other difficulties. We therefore request Government
not to allow it or any other similar Bill to be introduced in
the Council. Otherwise trade, which is already very slack,
will stop altogether, resulting in serious unemployment among
merchants and agriculturists on the one hand and loss of
revenue to Government on the other. The relations between
the creditors and debtors will also become very much strained,
in consequence of which there will be no peace in the country.

Dated 7th August 1934. (Signatures.)

Memorandum No. 1988, dated the 27th October 1934,

From—The Oriental Translator to Government, Bombay.

The undersigned presents compliments to the Secretary to
Government, Legal Department, and has the honour to forward
the accompanying communication®* in Marathi dated 15th
October 1934 from the President, the Brokers’ and Commission
Agents’ Association, Dhulia (district West Khandesh),
addressed to His Excellency the Governor-in-Council, Bombay,
wherein the petitioner forwards a copy of a resolution passed
unanimously at a meeting of the Association held on
14th October 1934 anent the Bill to regulate the money-lending
business brought forward by Mr. Syed Munawar, M.L.C,
condemning the said Bill as bemg harmful to the money-lending
business, and to the creditors and debtors alike, particularly
to the latter and as being adverse to the interests of the
agriculturists and detrimental to the Industrial prosperity
of the country 1n general.

* Not printed..
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(Summarised translations of articles in Vernacular- Newspapers,
received from the Oriental Tramslator to Government.)

Sudarshan—S8th October 1934,

The Sudarshan questions how far Syed Munawar’s money-
lending Bill will be successful in practice and writes:—
“ It cannot be said that the Bill will really help the debtor.
The general opinion is that the present Agriculturists’ Relief
Act has not brought about the least improvement as regards
the indebtedness of the cultivator, and it is natural if the fear
is entertained by many that this Bill also will meet with the
same fate. Like that Act, this Bill contains a clause
empowering courts to examine the dealings between the
creditor and the debtor. This clause may be extremely
important and effective, but it is likely to tempt the money-
lender in most cases to fabricate evidence. The third part of
this Bill, that about the money-lender giving to the debtor
every three months an account of the debt position, is likely
to tmprove the condition of the debtor, if it is properly put
into effect.” '

Pragatsk—-8th October 1934,

Mr. Anant Mahadev Khambete, pleader, Jalgaon, writes
in the Pragatik :— There are already Acts like the Usurious
Loans Act intended to secure the same object as the present
Bill. Again a document can be rendered invalid under the
Evidence Act if the debtor can prove either that no amount
has been paid to him, or that less amount had been paid than
that shown in the document, or that undue influence had been
exercised upon him. The present Bill is not, therefore, at all
necessary. While a law was necessary for protecting the
agriculturists, any such protection is not required for the
labourers who get- daily or monthly wages. It is not
understood how the clause about the money-lender giving a
quarterly account to the debtor can succeed in its object. For,
there is the possibility of the money-lender not acknowledging
payments st all or his taking from the debtor these quarterly
receipts in advance. This Bill will involve a waste of the
court’s time and it will harass the honest money-lender along
with the dishonest one. In short, there is no necessity to
Pass it.!’ . . B
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Karnamk Vasbhav—0th September 1934 (Bijapur).

Commenting on the Bombay Bill to regulate the
money-lending business, the Karnatak Vaibhav writes:—
“ The Bill empowers Government to require money-lenders to
keep their accounts in English, Marathi, Gujarati, Sindhi, Urdu,
Modi or Hindi. The Kanarese language is not mentioned
at all. This omission must be immediately supplied. The
meastre will be as impracticable, harmful and defective as the
Deccan Agriculturists’ Relief Act. It will be a suicidal act
to consent to this measure under the false impression that 1t
will protect borrowers. It must be represented to Government
that such superficial measures cannot improve the condition
of the borrowers.” :

Letter No. 909, dated 18th November 1934.

From—The Honorary Secretary, The Bombay Commission Agents’
Association, Bombay ;

To—The Secretary, Bombay ILegisiative Council.

“I am directed by the Committee of the Bombay
Commission Agents’ Association, to forward hereby their views
on the Bill No. VII of 1934—to regulate the money-lending
business in the Bombay Presidency, mtroduced in the last
session of the Bombay Legislative Council.

My Committee have studied the statement of objects and
reasons set down by the author of the Bill, explaining its
various provisions and stressing its necessity. From the same,
my Committee understand that the Bill is introduced with a
view to check the usurious malpractices of certain types of
money-lenders, and to afford protection to the agricultural
and labouring classes, who suffer at their hands. However,
my Committee are constrained to observe that the Bill, in its
present form, is so vague and wide, that it will not achieve the
end in view and will restrict trade and credit, covering as it
does all persons and transactions. It is therefore essential
that loans made against sales of goods and occasional advances
should be excluded from the scope of the Bill and that it should
cover loans made to agricultural, labouring and such other
classes which are sought to be protected and that it should
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apply to borrowers with an annual income of not more than
Re. 1,000 and loans of amounts below Rs, 500. Consequently
sub-section (5) (a) of section 2 and section 3 should be amended
on the lines suggested by my Committee.

My Committee further submit that there are many other
objectionable and obnoxious features in the Bill. They will
set down their observations on the same m detail as under :—

Sectwon IV.—This section lays down that a suit for
recovery of a loan shall be instituted in a court within the
local limits of whose junisdiction a debtor resides.

My Committee have to point out that the object of the
Bill which 1s to check the usurious interest will be frustrated
by such a procedure as it will enhance the cost of recovery
and incidentally the rate of interest to be charged to the
debtor. This section should therefore be deleted.

Sections V and V1. These sections lay down the method
which shall be followed by the court when deciding a case
instituted by the creditor. Even though the claim be
acknowledged by the borrower, they give the power to the
court to go into the past history of transactions.

My Committee have to point out that keeping of accounts
on the Western Book-keeping style and the submission of
statements of account every quarter will increase cost of
working and incidentally the rate of interest to be charged to
the Borrower. They, therefore, submit that the procedure
now in vogue of keeping accounts and’ submitting statement
of accounts every year should not be interfered with,

Section VIII.—This section lays down penalty on the
creditor’s income on non-comphance with the provisions
of the Section VII. This section should be amended, in
accordance with the amendments suggested in Section VI1.

It is true.that some restrictions are necessarv to check the
rapacious practices and high rates of interest of some money-
lendersandthat protectlonmignorantand lliterate agrlculturlsts
and labourers is necessary ; but the Bill as framed 1s vague
and wide. As it does not define the limit of reasonable rate of
interest, money-lender will be very loath to advance under
such uncertain conditions. The Act throws the responsibility
on the lender to send extracts to the debtors and defsult in
sending such extracts will entail forferture of interest, but there
is no obligation on the debtors to acknowledge the receipt of
-the extract to intimate to the creditor the correctness or
otherwise of the extract,
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It must not be overlooked that in most cases moneys are
advanced on the personal security of the debtor, there
is possibility sometimes of losing the amounts, so even if the
rate be high, the risk also is very great.

As the present Bill is vague and wide and full of many
objectionable features, my Committee submit that it should
be rejected.”

Letter dated the 19th November 1934,

From—The Honorary Secretary, The Momin (Weavers’) Association,
Bombay ;

To—The Secretary, the Legislative Council, Bombay.

Re: Bill No. VII of 1934, ie. A Bill to
regulate the Money-lending Businesa,

“ Referring to your letter No. 777 dated the 5th September
1934 forwarding therewith a copy of the abovenoted Bill
1 have the honour to inform you that my Jamiat after minutely
going through the Bill, agrees with the Aims and Objects of
the Bill and thinks the passing thereof quite essential in the
interest of the Poor Public reported to be harassed now and
then by the usurious Money-lenders and suggests that for the
phrase ‘ Subject-matter of the Suit ° appearing in Proviso to
section 3 of the Bill, the term ° Loan ’ be substituted in order
to avoid ambiguity of the said phrase.”

Letter dated the 16th November 1934.
From—The Honorary Secretary, The Bhagini S8amaj, Bombay;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“ 1 have the honour to acknowledge receipt of your Office
letter No. 777 dated the 5th September 1934 sending a copy of
Bill No. 7 of 1934 (a Bill to regulate money-lending business)
and asking for the views of our Samaj on the provisions of
the Bill.

My Committee are in favour of the proposed Bill but in their
opinion it does not go far enough. It would be better if regis-
tration and licensing of professional money-lenders were made
compulsory.

It would algo be desirable to make the 13111 applicable at least
to loans up to Rs. 2,000.”
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Letter dated the 22nd November 1934.

¥rom-—The Secretary, The Ahmedabad Millowners’ Association,
Abhmedahad ;

To—The Secretary, Bombay Legislative Council.

“1 have the honour to acknowledge receipt of vour letter
No. 777 of September 5, 1934, and to forward hereunder
the opinion of my Committee on the Bill to regulate the money-
lending Bill.

- My Committee is in accord with the principle and purpose
of the Bill for putting a legal check upon unscrupulous money-
lenders and reckless borrowers. The charging of interest at
unconscionably high rates ranging from 24 to 300 per cent. by
money-lenders should be effectively checked by legislation but
the provisions of the Bill as introduced in the Bombay Legis-
lative Council are so wide in their scope and so very strict
in their operation that an unhealthy atmosphere for the system
of credit will be created and this is likely to defeat the very
purpose of the Bill. The scope of the Bill should in the first
instance be confined to the loans advanced to poor people
who are in absolute need of such protection by legislation.
The proposed method of keeping the accounts and submitting
them regularly in a particular manner will be cumbrous and
unsuitable. My Association would suggest that the object of
the Bill will be adequately served if it is confined only to
borrowers whose annual mcome is less than Rs. 1,000 and the
loans do not exceed Rs. 500. 1t is necessary at present to
leave aside other classes who carry on legitimate and fair
transactions of borrowing as also those who grant credit by
way of business dealings.

if the Bill is redrafted and sent for public opimnion this legis-
lation will prove more effective.”

No. 615, dated the 23rd November 1934.

From—The Honorary Secretary, Bombay Provincial Board Harijan
Sevak Sangh, Bombay ;

To—The Secretary, Bombay Legislative Council.

“1 have the honour to acknowledge receipt of your letter
No. 777, dated 5th September 1934, inviting the opinion
of my Board on the Bombay Money Lenders’ Bill introduced
in the Bombay Legislative Council by Mr. Syed Munawar,
M.L.C., and to send hereby their views on the same.

mo.a1 Bk Hb 103—18
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My Board are in general agreement with the principles of
the Bill, but would have preferred the legislation to have been
introduced by the Government of Bombay themselves. The
evils of unrestricted money-lending have been growing apace
in recent years, both in urban and rural areas. The Royal
Commission on Agriculture recommended the undertaking
of legislation for the control of operations of money-lenders
and the protection of growers, but it is regrettable that though
seven years have elapsed since the publication of that Com-
mission’s Report, the Government of Bombay have not taken
any action in that direction. This recommendation was also
supported by the Bombay Provincial Banking Enquiry Com-
mittee whose report was published in 193¢ and endorsed by
the Indian Central Banking Enquiry Committee, whose report
was issued in 1931. My Board hold that in important matters
relating to the welfare of backward section of the community
the responsibility for implementing recommendations of official
Committees and Commissions should be shouldered by Govern-
ment themselves instead of being left to be discharged by non-
officials.

The Deccan Agriculturists’ Relief Act and the Usurious
Loans’ Act do indeed grant some protection to growers against
the exactions of usurious money-lenders, but experience has
shown that this protection is not enough. One very useful
check on usurious lending is the insistence on the maintenance
of accounts of transactions by way of loans and advances
in a prescribed form such as can be easily understood and
verified, and on the supply of debtors of periodical statements
of accounts. With the spread of literacy and the general
diffusion of education, my Board believe that the introduction
of these restrictions will be helpful in effecting some protection
even to ignorant debtors. But beyond the direct benefit
that will accrue, my Board attach weight to the educative
value of such a procedure which will stimulate a zest for know-
ledge of figures and lead to an appreciation by debtors of
their own financial position. In the interest of such education
my Board would also urge the introduction of a system of pass-
books as recommended by the Banking Enquiry Committee.
Failing this, the legislation should provide for the grant of
receipts by money-lenders to all debtors for all payments
received, whether agriculturists or not, on the analogy of the
provision in that behalf contained in the Deccan Agriculturists’
Relief Act. ‘

T..ere is one more point regarding which action, in the
opinion of my Board, is necessary. Any legislation that may
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be enacted is likely to be ineffective in relation to lenders who
adopt extra legal methods for the recovery of their dues. The
Bombay Frovincial Banking Enquiry Committee, in para-
grarh 284 of their Report, alluded to the oppression practised
by Pathan money-lenders. and my Board would like to point
out that the classes amongst whom their activities are carried
on, viz., the Horijans (depressed classes) whether in the
City of Bombay or outside, are particularly subjected to
those harassments by money-lenders who resort to extra-
legal methods. For the protection of these oppressed debtors,
1t is necessary that Government should agree to take action
as recommended by the Central Banking Enquiry Committee
in paragraph 123 (5) of their Report against those practising
extra-legal methods either under the ordinary law or under
section 3 of the Foreigners’ Act; deporting those undesirable
money-lenders outside India, if necessary. Such action should,
my Board suggest, be taken by the Locgl Authorities, when
duly constituted bodies like our Institution, or the Social
Service League, bring to the notice of these Authorities the
cases of harassments which have been mvestigated by them.

It is truism that no legislation can protect the impecunious
horrowers against themselves, but my Board believe that the
whole class of borrowers who are subject to harassments and
unlawful exactions are not reckles sin their borrowings. Often-
times, it is the exactions, the piling up of interest at an un-
conscionable rate and the petty tyrannies that are practised
by unscruplous money-lenders who are ready to exploit the
difficulties of the poor and backward classes of the community
that lead to the growth of debt beyond the capacity of debtors
to pay.

I&)yyBoard welcome the legislation inasmuch ag it will, in
their opinion, impose a check on the vagaries of money-lenders
and at the same time, educate and protect the debtors.”

From—The Secretary, The Gujarati Hindu Stree Mandal, Bombay;
To—The Secretary to Government, Home Department, Bombay.

“ With reference to your letter regarding the Bill No. VII
of 1934, to regulate the money-lending business moved by
Mr. Syed Munawar, M.L.C., we beg to submit as follows :—

That our Mandal is in favour of restricting the indebtedness
of the agriculturist and industrial worker and agrees with
the principle of the bill, but is of opinion that some of its provi-
sions are very stringent against the money-lender. So far
as the agriculturists are concerned there are the provisions
of Deccan Agriculturists’ Relief Act in the Bombay Presidency.

89
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It is a matter of common knowledge that the provisions of
the Deccan Agriculturists’ Relief Act have been abused and
dishonest defences are resorted to by the agriculturists. The
innate simplicity and truthfulness of the agriculturists have
to some extent disappeared and thev are now encouraged
to put forward false pleas, and litigation has increased by
leaps and bounds. The defimtion of the agriculturist is so
wide that persons who ought not to get the benefit under the
Act are enabled to take advantage of its provisions. The
result is that agriculturists have lost their credit and creditors
do not advance money even on mortgage of land but insist
on an out and out sale. Similarly the provisions of the proposed
bill under consideration are likely to be evaded by ways which
ingenuity might suggest and litigation is bound to increase.
Our Mandal thinks that at the initial stage of legislation of
this kind Conciliation Boards should be established in villages
and taluka towns._ The members of the Board should be
nominated by Government on the advice of the District Judges.
The amount of the subject-matter in the villages should be
limited to Rs. 100 and in the towns to Rs. 500. There should
be ne appeal from the decision of the Conciliation Board.
As regards the Bombay City the provisions of the Usurious
Loans Act should be largely resorted to by the Small Causes
Court. The proposed bill does not in any way deal with
the increasing evil in the city and elsewhere, of Pathans and
others recovering their dues by force and compulsion without
having recourse to the Court of Law.

Our Mandal thinks that a comprehensive bill should be
brought by Government after ascertaining the manner in
which certain attempts at legislation have worked out in other
provinces. It will be then possible to remove the defects
and avoid the pit-falls and the resultant evils of such a piece
of legislation. Otherwise the remedy may be worse than the
disease.”

Letter dated the 19th November 1934.

From—The Honorary Secretary, Zoroastrian Brotherhood, Bombay;
To--The Secretary to the Government of Bombay, Political
Department, Bombay. )
“T am directed by the Managing Committec of the Zoroas-
trian Brotherhood to submit its views as under :—
1. The Bill is a necessity in view of the hardships and
humiliation to which money-lenders in India drive the poor
horrowers. ‘
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2. A provision should be made in the Bill to have the
monsy-lending business registered so that only registered
money-lenders can carry on the business.

3. To prevent the malpractice of forcing borrowers to pass
demand notes of higher than, or even double or treble, the
value of the money actually advanced, a provision should
be made to have the money advanced and the demand note
passed in the presence of a mamlatdar or some other official
who has to make his attestation certifving the genuineness
of the transaction made and to make the infringement of
the rule punishable to the lender and the borrower alike.

4. A provigsion should be made to make the loan returnable
on a monthly instalment of 4 per cent. of the amount advanced
and the interest payable at the end after the loan is paid off
by monthly instalments of the similar rate of 4 per cent. of
the amount advanced, the interest being calculated every
month pro rate on the balance of the loan advanced. To
take an example, for a loan of Rs. 100 advanced, the principal
is to be paid off first by 25 monthly instalments of Es. 4 each
and at the end of 25 months, interest should be computed
pro rata 1.e., for 25 months on Rs. 100, for 24 months on Rs. 96
and so on and the total amount of interest should be paid off
by monthly instalments of Rs. 4.

5. The maximum rate of interest for a loan ranging from
Re. 1 to Rs. 100 should be fixed at 12 per cent., for a loan
ranging from Rs. 100 to 500, 10 per cent. and for a loan ranging
from Rs. 500 to 1,000, 9 per cent.

6. To provide against the possibility of strike by money-

lenders, facility of such loans be made from the Co-operative
Credit Societies in the district.
7. The clause 7 (B}—Instead of three monthly accounts
the money-lenders should be made to render six-monthly
accounts to the borrower and to submit yearly statements
of business to the Registrar of the district.

8. The money-lenders should not be allowed to deduct
any part of the amount of the loan or interest thereon at the
time of advancing the loan.”

Letter dated the 20th November 1934.

From—Rao Saheb 8. 8, Parulkar, B.A., LL.B., Pleader, SBatara ;

To--The Deputy Secretary to the Government of Bombay, Legal
Department, Bombay.
Subject—Bill No. VII of 1934 (A Bill to regulate
the money-lending business).

“Referring to your letter No. 777 of 1934, dated
5th September 1934, asking for my opinion on the bill noted
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above before the Legislative Council, I have the honour to
express the following views on the subject.

2. There is no doubt that the evil which the bill is out
to attack exists. It is equally certain that the classes whom
it purports to protect cannot, in their present social habits,
customs and environments, exist without debts. Roughly
there are three sources of credit open to them, viz. (1) The
Banks and Co-operative Societies, (2) Professional money-
lenders, (3) Amateur money-lenders. 1 quite agree that the
first source ought to be more popular than either of the other
two. But any legislation which tends to swell the custom of
the second to the detriment or even ruination of the third
ought to be discouraged. '

3. The question is whether the measure under consideration
could really help to prevent or even substantially reduce,
resort to the profescional money-lenders. This is the class
of creditors really aimed at by the Bill. The Bill sets out
to check them by placing principally three weapons in the
hands of Courts of Law, viz. (1)a compulsory examination
of the debtor and the creditor, (2) a reinvestigation into the
transaction or transactions between them right {rom the
beginning and (3) a particular searching method of taking
accounts from the creditor. All these weapons are being
handled in the interests of agriculturists under the Deccan Agri-
culturists’ Relief Act. Have they succeeded to any material
extent in giving the intended relief to the agriculturists ?
We find in actual practice clever artifices to circumvent
all those provisions, with the result that the object is
defeated oftener than not. Larger advances are admitted in
writing to have been received than those actually borrowed.
Sums are produced before sub-registrars and then taken back.
In fact, the provisions are made a special excuse for gecuring
larger profits, as if they were a charter for the sowears extrac-
ting more profit. In other words, those provisions often
harm, instead of helping. needy members of the class it purports
to protect. There is no reason to believe that the professional
money-lender would fare worse under the new measure than
he does under Deccan Agriculturists’ Relief Act. The co-
operative movement has been in our mudst, for some years
now, but 1t has not materially affected the prosperity of private
professional money-lenders. The reason lies deeper than
In the reluctance of the needy to approach the co-operative
institutions. Unlike the co-operative institutions, the private
money-lender is not restrained by any hard and fast rules or
by the need of concurrence on the part of a majority of any
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committee. His favours are apparently bestowed with greater
ease, on nominal or no security beyond that of his personal
estimate of his client’s present or potential or even wvicarious
solvency, and with less fuss and greater secrecy. It is clear
that the co-operative movement, and, where they exist, the
State credit agencies, must be worked more attractwely,
sympathetically and with greater imagination than they are.
That is the only way to reduce the trade of these social para-
sites. The problem would hecome soluble by encouraging
thrift and at the same time making credit more facile and
not more difficult, and the classes concerned must be made
to feel that the co-operative institutions are as much their
friends in need as the private sowcars besides being better
and more reliable sowcars than the latter. As it is, the Bill
may add to the credit difficulties of the persons it seeks to
help, without granting any of the relief needed by them.

The special provision of quarterly or other periodical sub-
missions of accounts will only keep the ingenious sowcars
alert from the beginning. He will not wait to ma,mpulate
his accounts till the moment of filing his suits, that’s all. But
the small money-lender, usually illiterate. may lose his legi-
timate interest, as he will fail to submit the statutory accounts.
This will prove a damper on his neighbourly kindness, as it
i3 this motive very often and not avarice for his advances.
The professional money-lender will make the need to submit
accounts and the trouble invelved, a reason for adding to
his profits. Thus it may discourage the amateur money-lender
and finally wipe him off the way of the professional money-
lender, before it becomes possible for the co-operative
movement to wipe off the latter.

As for the power to reduce the rate of interest, the Usurious
Loans Act 1s already there.

In my opinion, therefore. the Bill is not necessarv and
should not pass.”

Letter No. G. 24/17248, dated the 26th November 1934.

From—YV. L. Mehta, Esqr., Managing Director, Bombay Provincial
Co-operative Bank, Ltd., Bombay ;

To—The Secretary to the Legislative Council of the Governor of
Bombay.

“I have the honour to acknowledge receipt of your letter
- No. 777 of the 5th September and regret the delay in replying



to the same. I have the honour to state that in my capacity
a8 a mémber of the Provincial Board of‘the Harijan Sevak
Sangh, I have looked into the memorandum submitted by
that body and am in entire agreement with the views contained
in it. 1 do not, therefore, submit a separate expression of
my personal views. I may add that as a member of the
Bombay Provincial Banking Inquiry Committee I fully
subscribed to the proposal to enact a Money-lenders’ Act on
the lines contained in Mr, Syed Munawar’s Bill.”

BDHBAY m A'! ﬂl OO'IP'EBKIEIT CERTRAL PRESS.
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(To be translated inte Marathi, Gujarati, Kanarese snd Urdu and the
translations to be published in the *‘ Bombay Government Gazetie ™.)

The following Bill is published under rule 18 of the Bombay
Legislative Assembly Rules :—

BILL No. VII OF 1938.

4 Bull to regulate the transactions of money-lending
in the Province of Bombay.

WHEREAS it is expedient to make better provision
for the regulation and control of transactions of
money-lending ; Tt is hereby enacted as follows : —

CHAPTER L
1. () This Act may be called the Bombay Money- Short title,
lenders Act, 1938. 22‘3.2.’1333??
ment.

(2} It extends to the whole of the Province of
Bombay.

(3) It shall come into force on such date ae the
Provincial Government may by notification in the
Official Gazette appoint in this behalf,
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Competont
Courta under
the Act.

(16) ** Proceedings under this Act” means
proceedings under sub-section (3) of section 10, or
sub-section (3) of section 15, or under section 16,
17, 35, or 36 ;

{16) * Province ” means the Province of
Bombay ; ‘

(17) “ Register ” means a register of money-
lenders maintained under section 7 ;

(18) “ Registrar” means the Registrar of
money-lenders appointed under section 6 ;

(19) “ Rules” means Tules made under this
Act;

(20) ** Schedule ” means the schedule appended
to this Act; and

(21) ** Suit to which this Act applies ” means
any suit or proceeding—
(a) for the recovery of a loan made after
the commencement of this Act;

(b) for the enforcement of any security taken
or any agreement whether by way of settlement
of account or otherwise, made after the
commencement of this Act in respect of any
loan made either before or after the commence-
ment of this Act; or

(¢) for the redemption of any seeurity given
after the commencement of this Act in respect
of any loan made ecither before or after the
commencement of this Aect.

CHAPTER 1L

ConsriTuTioNn AND PoweRrs o CoURTs IN
PROCEEDINGS UNDER THIS AcT.

3. The Courts referred te herein as Competent

Courts, having jurisdiction to entertain proceedings
under this Act and to pass orders therein are :—

{a) In the City of Bombay—

(¢) the Court of the Presidency Small Causes
Court—in proceedings under this Act to which
a money-lender (who carries on- the business
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of meney-lending in the City and whose capital
13 or is Intended to be, as the case may be, lesg
than Rs. 10,000 in the year in which the
proceedings are held) is a party ;

{11) the High Court in its ordinary original
jurisdiction—n proceedings under this Act to
which a money-lender (who carries on the busi-
ness of money-lending in the City and whose
capital iz or is intended to be, as the case may be,
Rs. 10,000 or more in the year in which the
proceedings are held) is a party ;

(b) Outside the City of Bombay—

(¢) the Court of the Second Class Subordinate
Judge—in proceedmgs under this Act to which
amoney-lender (who carries on or intends to carry
on the business of money-lending within the
local limits of such Court and whose capital
is or is intended to be, as the case may be, less
than Rs. 10,000 in the year in which such
proceedings are held) is a party ;

(7¢) the Court of the First Class Subordinate
Judge—in proceedings under this Act to which
a money-lender (who carries on the business
of money-lending within the local limits of the
jurisdiction of such Court and whose capital is
or is intended to be, as the case may be,
Rs. 10,000 or more in the year in which such
proceedings are held) is a party.

4. Subject to the provisions of this Act, 2 Com- procedure
petent (ourt in regard to proceedings under this Competent
Act shall have the same powers and shall follow the "
same procedure as it has and follows in regard to

oivil suits.

5. (I) Any person aggrieved by a decision or Aﬁpeuum
order in proceedings under this Act may appeal— Courts.

{(a) to the High Court in its appellate jurisdic-
tion from a decision or order passed by the High
Court in its ordinary original jurisdiction or by
the Court of the Presidency Small Causes Court ;
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(5) to the District Court from a decision or order
passed by the Court of a Second Class or First
Class Subordinate Judge.

(2) Any person aggrieved by a decision or order
of a District Court in appeal under sub-section (I)
may, subject to the provisions of section 100 of the
Code of Civil' Procedure, 1908, appeal to the High vot
Court in its appellate jurisdiction. 1608.

(3) (2) The period of limitation for appeals under
sub-section (I) shall be 30 days and for appeals under
sub-section (2) 90 days ;

(b) The provisions of the Indian Limitation Act, ;x o
1908, applicable to appeals shall, so far as may be, 190s.
apply to appeals under this section.

CHAPTER IIL
REGLSTRATIDN AND LICENSING OF MONEY-LENDERS.

QP}’{“;’}L:’::;“ 6. The Provincial Government may appomt
U Registrars of money-lenders for the purposes of this
Act and may define the areas within which each
Registrar shall exercize his powers and perform his

duties.

Registerof 7, The Registrar shall maintain a register of

lendess.  money-lenders in such form as may be prescribed.

Maney-lender  §,  No money-lender shall carry on the business of

not to earry

on business Money-lending except in the area for which he has
of mooey- been granted a licence and except in accordance with
oxceptfor  the terms and conditions of such licence.

area under
licenve and
except in
accordance
with terms-
of licence.

fiplication 9. (1) Every money-lender shall annually before
such date as may be prescribed make an application
in the prescribed form for the grant of a licence to
the Registrar of the area within the limits of which
he intends to carry on the business of money-lending.
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Such application shall contain the following paru-
culars, viz.,—

(@) the name ih which such money-lender
intends to carry on business;

(b) 1f the application is by or on behalf of—

() an individual, the name and address of
such individual,

() an undivided Hindu family, the names and
addresses of the manager and the adult copar-
ceners of such family,

(¢i%) a body corporate, the names and addresses
of the director, managers or officers thereof,

(2v) an unincorporated body of ndividuals,
the names and addresses of such individuals ;

(¢c) the area and the place or principal place of
‘he business of money-lending in the Province ;

(d) the name of any other place in the Province
where the business of money-lending is carried
on or intended to be carried on ;

(e) whether the person signing the application
has himself, or any of the adult co-parceners of
an undivided Hindu fa.mlly, or any member of
the body corporate or unincorporated on behalf
of which such application has been made has, or
have carried on the business of money-lending
in the Province in the year ending on the 31st day
of March immediately preceding the date of the
application either individually, or in partnership,
or jointly with any other co-parcener or any other
person in the same or any other name ;

(f) the total amount of the capital which such
person intends to invest in the business of money-
lending in the year for which the application has
been made.

(2) The application shall be in writing and shall
be signed by the individual, or, if the application is
made on behalf of ani undivided Hindu family, by the
manager and the adult co-parceners of such family,
or, if the application is made by a body corporate
or unincorporated by the managing director or any
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- Entry in
Register and
grant of
licences.

other person having control of its principal place of
business in British India or of its place of business
in the area in which it intends to carry on the business
or by an agent authorised in this behalf by the
individual money-lender himself, or the family, or
the body corporate or unincorporated, as the case
may be.

(3) The application shall also contain such other
particulars as may from time to time be prescribed.

(4) A money-lender may apply for the grant of a
licence to the Registrars of more than one area within
the limits of which he intends to carry on the business
of money-lending,

(5) If during the pendency of the year for which
a licence has been granted to a money-lender such
money-lender intends to invest additional capital
in the business of money-lending in any particular
area he may apply to the Registrar for the grant of
a supplementary licence. -

10. (7) On the receipt of an application under
section 9 and on payment in the prescribed manner
of such licence duty as is specified in the Schedule,
the Registrar may, subject to the provisions of sec-
tion 14 and after making a summary inquiry, enter
the name of such applicant in the Register and grant
the applicant a licence in such form and subject to
such conditions as may be prescribed.

(2) I, at any time during a year for which a licence
has been granted, the Registrar has reason to believe
that a money-lender has invested capital in the
business of money-lending in excess of that for which
he has paid the licence duty, the Registrar may,
after making a summary inquiry, determine the
additional amount of the licence duty which the
money-lender is liable to pay and may recover the
same from the money-lender.

{3) For the purpose of sub-sections (I) and -(2),
the Registrar shall have and may exercise the same
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powers as are vested in a Civil Court under the Code
Vot of Civil Procedure, 1908, in respect of the following
1908 ‘matters :—

(a) enforcing the attendance of any person and
examining him on oath ;

(&) compelling the production of documents and
material objects ; "

{c) issuing commissions for the examination of
witnesses ; and

{d) proof of facts by affidavits.

(4) The provisions of this section shall apply
mulatis mutandis to application for a supplementary
licence under sub-section (§) of section 9.

11. Every licence shall be granted annually but Licencen
- shall expire on the 31st day of March in each yea.1"'0 e
immediately following the date on which it was
granted.

12. No money-lender shall after the commencement Money-lender
of this Act carry on or continue to carry on the on mone,f’
busimess of money-lending in any area in the Province lending

; - iness £
for which he does not hold a licence. k::lnfi? o

which he
dees not
hold licencs.

13. (1) After the expiry of six months from the Stay of suita
date on which this Act comes into force, no Court oo menel:
shall pass a decree in favour of a money-lender in belding
any suit to which this Act applies, and filed by "*°
a money-lender, unless the Court is satisfied that
at the time when the loan or a part of the loan to
which the suit relates was advanced, the money-lender
held a licence which was not suspended, cancelled,

or which had not expired.

(2) If during the trial of any such suit, the Court
finds that the money-lender had not held such licence,
the Court may, on the application of the money-
lendér, stay the hearing of the suit and may require
the money-lender withmm a period of three months

- to produce a licence on payment fo the Registrar
of all the arrears of the licence duty payable by him

v—28
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under this Act for the period commencing irom the
date from which he started money-lending business,
or after the expiry of six months frcm the date on
which this Act comes into force, whichever is
later, together with penalty not exceeding three
times the licence duty payable by the money-lender
for the year in which such licence should have been
obtained :

Provided that when the Court is safisfled that
the failure of the money-lender to obtain a licence
was due to any reasonable cause, the Court may
direct that no penalty as aforesaid or part of
such penalty shall be paid by the money-lender.

(3) The Court may, on sufficient cause being shown,
from time to time extend the period during which
the money-lender shall be required to produce
a licence.

{(4) If the money-lender fails to produce the licence
required under sub-section (2) within the period
specified therein or within such period as may be
extended under sub-section (3), the Court shall
dismiss the suit. If the money-lender produces such
licence within the aforesaid period, the Court shall
proceed to hear the suit.

(6) The provisions of this section shall apply to
a claim for a set off on behalf of a money-lender.

(6) Nothing in this section shall—

(@) bar suits in respect of loans advanced by
a money-lender before the expiry of six months
from the date on which this Act comes into
force ; or

(5) affect the powers of a Court of Wards, or
a manager of an estate taken under management
under the Broach and Kaira Incumbered Estates Bom.
Act, 1881, or the Gujrat Talukdars Act, 1888, or jon =
an Official Assignee, a receiver, or a Court under Bom.
the provisions of the Presidency-towns Insolvency Yasf
Act, 1909, or the Provincial Insolvency Act, 1920, 1110
or of a liquidator under the Indian Companies 90,
Act, 1913, to realize the property of a money- 1020,
lender in respect of loans advanced by such YILof

money-lender before this Act comes into force, 1913,
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14. Any money-lender who is required underBrtyin
sub-section (2) of section 13 to produce a licence grant of
shall make an application to the Registrar in the licence to
manner specificd in section 9 and on receipt of such jender ©
application and on payment of the arrears of licence directed to
duty and penalty, 1f any, directed by the Court t0 ticence under
be paid, the Registrar may, subject to the provisions section &
of section 15, and after making a summary inquiry
in the manner specified in section 10 enter the name
of the money-lender in the Register and grant him
the licence in the form and subject to the conditions

gpecified in the section.

16. (I) The grant of a licence shall not be refused Refusalof
except on one or more of the following grounds :—  iseve of

(a) that the applicant, or any person responsible
or proposed to be responsible for the management
of his business as a money-lender is by order of
a Competent Court disqualified for holding a
licence ;

(b) that the applicant has not complied with
the provisions of this Act or the rules in respect of
an application for the grant of a licence ;

(¢) that the applicant has made Wlliul default
in complying with or knowingly acted in contra-
vention of any requirement of this Act ;

(d) that satisfactory evidence has been produced
that the applicant or any person responsible or
proposed to be responsible for the management of
his business of money-lending has

(1) knowingly participated in or connived at
any fraud or dishonesty in the conduct of his
business, or

(%) has been found guilty of an offence under

Chapter XVI1 or of offences under section 465,

477 or 477-A of Chapter XVIII of the Indian

Penal Code. -

(2) The Registrar refusing a licence under sub-
section (I) shall record the evidence adduced before
him and his reasons in writing for such refusal.

(3) An appeal shall lLie from the order of the
Registrar refusing a licence to the Competent Court.
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Application
for cancel-
lation of
licence.

surt’s
ywer to
wncel or

licence.

16.. (I) Any person may file an application to the
Competent Court for the cancellation of the licence
issued to a money-lender on the ground that such
money-lender has been guilty of any act or conduct
for which the Registrar under section 15 may refuse
him the grant of a licence.

(2) On the receipt of such application, the Court
shall hold an inquiry and shall ascertain whether
the money-lender has been guilty of such act or
conduct.

(3) Any person making an application under this
section, which is frivolous or vexatious shall be hable
to pay to the money-lender against whom such
application has been made, compensation of such
amount as shall, in the opinion of the Court, be
sufficient.

17. (I) (¢) The Court passing an order of con-
viction against a money-lender for an offence under
this Act, or

(17) the Court trying a suit to which this Act
applies, or

(#t) a Competent Court in a proceeding under
this ‘Act,

if such Court is satisfied that such money-lender
bas committed such contravention of the provisions
of this Act or the rules as would, in its opinion,
make him unfit to carry on the business of money-
lending

(6) may order that the licence held by such
money-lender be suspended for such time as the
Court may think fit, or cancelled ;

(b) may also, if the Court thinks fit, declare any
such money-lender, or if any such money-lender
is an undivided family, the manager or any adult
co-parceners thereof, or if such money-lender is
a body corporate, or unincorporated, any person
responsible for the management of business of
money-lending carried on by such money-lender
be disqualified from holding & licence for such time
a8 the Court may think fit ;
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(c) shall cause the particulars of the convie-
tion and of any order made by the Court under
this section to be endorsed on the licence held by
the money-lender convicted or by any other person
affected by the order and shall cause copies of its
order to be sent to the Registrar by whom the
licence was grapted for the purpose of entering
such particulars in the Register :

Provided that where a licence held by any money-
lender is suspended or camcelled or any money-lender
is disqualified from holding .a licence under this
section, he may, whether or not he 1s a person
convicted, appeal against such order to the Court
to which an appeal ordiparily hes from the decision
of the Court passing the order ; and the Court which
passed the ovder or the Court of appeal may, if it
thinks fit, pending the appeal, stay the operation of
the order under this section.

(2) Any licence required by a Court for endorse-
ment in accordance with sub-section (7) shall be
produced in such manner and within such time as
may be directed by the Court by the person by whom
it 18 held and any person who, without reasonable
cause, makes default in producing the licence so
required shall, in respect of each offence be liable on
conviction, to a fine not exceeding Rs. 500 for each day
for the period during which the default continues.

{3) Powers conferred on a Court under this section
may be exercised by any Court in appeal or in
revision.

18. Any person to whom a licence has been Nocompen-

granted shall not be entitled to any compensation for
the suspension or cancellation of a licence under this
Act, nor to refund of any licence duty paid or deposit
made In respect thereof.

19. Any person whose licence has been cancelled Persons

or suspended in accordance with the provisions of

angpension

licence is can.

this Act shall, during the period for which such order celied or sus.

of cancellation has effect or during the period of

ponded de-
barred from

suspension, as the case may be, be deemed to be doing busi-

disqualified for holding a licence.
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Poraan 20. No person whose licence has been endorsed
cence is can- Under section 17 .or who has been disqualified from

oelledor -~ holding a licence shall apply for, or hold a licence,
‘ot to apply Without giving particulars of such endorsement or
without disqualification.

giving parti-

calars of

endorsement

or of dis~

qualification.

Liceice duty  21.  All licence duty including the balance of such

recoverable 3 : i i
o duty due on the suspension or cancellation of a licence

of land shall be recoverable as an arrear of land revenue.
Tevenue.
CHAPTER IV.
REGULATION OF ACCOUNTS.

Duty of 22, (I) Every money-lender shall keep and
Tadey maintain at least a cash book and a ledger in such
to keep form as may be prescribed and shall write the same
necomatS in regular course of business. -

(2) Every money-lender shall—

(a) deliver to the debtor within a reasonable
time after a loan is made, a statement in the
language m which he keeps his accounts showing
in clear and distinct terms the amount and date
of the loan and of its maturity, the nature of the
security, if any, for the loan, the name and address
of the debtor and of the money-lender and the rate
of interest charged ;

(b) give to the debtor a plain and complete
receipt for all payments made on account of any
such loan within a reasonable time after such
payments are made ;

(¢) upon repayment of the loan in full, mark
indelibly every paper signed by the debtor with
words indicating payment or cancellation and
discharge any mortgage, restore any pledge,
return any note and cancel any assignment given
by the debtor as security.



Parr V] THE BOM. GOVT. GAZ., JAN. 17, lvoo. 162

23. (I) Every money-lender shall furnish every Furnishing
debtor every year with a legible statement of mentof
accounts signed by the money-lender or his agené of seconnts by
any balance or the amount that may be outstanding jandes.

against such debtor and such statement shall show—

(¢) the amounts of the principal and interest
due to the money-lender at the commencement of
the year ;

(1) the amount of any payment already
received by the money-lender in respect of the

loan during such year and the date on which it
was made ;

(¢8) the amount of every sum due to the money-
lender remaining unpaid, and the date upon
which it became due and the amount of interest
accrued due and unpaid in respect of every such
3um ;

(sv) the amount of every sum not yet due which
remains outstanding and the date upon which it
will become due.

The statement shall be signed by the money-

wder, or his agent, and shall be in the language n
which the accounts of the money-lender are
ordinarily kept. It shall be in such form and shall
be supplied on such date as may be prescribed.

(2) In respect of any particular loan, whether
advapced before or after the commencement of this
Act, the money-lender shall, on any reasonable
demand in writing being made by the debtor at any
time during the period when the loan or any part
thereof has not been repaid, and on payment of the
prescribed fee supply to the debtor, or if the debtor
80 Tequires to any person specified in that behalf in
the demand a statement in the language in which
the accounts of the money-lender are ordinarily kept
signed by the money-lender or his agent and show-
ing all or any of the particulars specified in sub-
section (7). Such statement shall be supplied in
the English language if the debtor pays the money-
lender a fee of Rs. 2 or in any other recognised
language of the Province if the debtor pays a fee of
Rs. 4.
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Debtor not
bound to
admit cor-
rectnesa of
accounts.

Procedure of

Court in
suits re-
garding

loans.

For the purposes of this sub-section the recognised
languages of the Province mean any of the follow-
ing languages, namely Gujarati, Marathi, Kanarege,
Urdu, and Hindi. '

(3) A money-lender shall, on a demand in writing
by the debtor, and on tender of a preseribed sum of
expenses, supply a copy of any. document relating to
a loan made by him or any security therefor to the
debtor, or if the debtor so requires to any person
specified in that behalf in the demand.

(4) For the purposes of this section * year” shall
mean the year for which the accounts of the money-
lender are ordinarily maintained in his own books.

24. A debtor to whom a statement of accounts
has been furnished under section 23 shall not be
bound to acknowledge or deny its correctness and
his failure to do so shall not, by itself, be deemed to
be an admission of the correctness of the account.

- 25, Notwithstanding anything contained in any
law for the time being in force in any suit to which
this Act applies—

(#) a Court shall, before deciding the claim on
merits, frame and decide the issue whether the
money-lender has complied with the provisions
of section 22 or 23 ;

(b) if the Court finds that the provisions of
section 22 or section 23 have not been complied
with by the money-lender, it may, if the plaintiff’s
claim 18 established, in whole or in part, disallow
the whole or any portion of the interest found due,
as may seem reasonable to it in the circums-
tances of the case and may disallow costs; or in
computing the amount of interest due upon the
loan, may exclude any period for which the money-
lender omitted to comply with the provisions of
either of the said sections:

Provided that if the money-lender has, after the
time specified in the said sections, given the
receipt or furnished the account, as the case may
be, and he satisfies the Court that he had sufficient
cause for not furnishing it earlier, the Court may,
notwithstanding such omission, include any sach
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pertod or yerlods for the purpose of computing the
interest.

Ewplanation.—A money-lender who has given
the receipt or furnished a statement of accounts in
the prescribed form and manner, shall be held to
have complied with the provisions of section 22
or section 23, as the case may be, in spite of any

. errors 4nd omissions, if the Court finds that such
errors and omissions are not material or not made
- frandulently.

26, Nothing in this Chapter shall apply to loans Provisions
advanged by a Bank, or a Company, or any body of this Chap-

corporate or unmcorporated which the Provincial apply b
Government may by notification in the Official yy bk

Gazette exempt from the operation of this Chapter.  Company,

or body cor-
porate, or .
aun":‘;d::\oorpcn--
'CHAPTER V.
MISCELLANEOUS.
27. Notwithstanding anything contained in any Power of the

ement or any law for the time being in force, Dot ko

no Court shall in respect of any loan advanced before terest re-

or after this Act comes into force, decree, on account gg;';,f;"‘;:,
of arrears of interest, a sum greater than the principal

of the original loan.

28. Notwithstanding anything contained in the Power of the
Code of Civil Procedure, 1908, the Court may, at any Sg;:‘;;
time, on " application of a judgment-debtor, after ment of de-
notice to the decree-holder, direct that the amount ffet,;;::,‘?“t
of any decree passed against him, whether before menia.
or after the Act comes into force, in respect of a loan, .
shall be paid in such number of instalments and
subject to such conditions, and payable on such
dates, as, having regard to circumstances of the
]udgment-debtor and the amount of the decree,
1t congiders fit.

29. Notwithstanding anything conta.med in any Limitations
law for the time being in force, no agreement between oo, °f
a money-lender and a debtor for payment of interest
at the rate exceeding 9 per cent. per annum in the
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case of a secured loan and 12 per cent. per annum
in the case of an unsecured loan shall be valid and
no Court shall in any suit to which this Act spplies
award interest exceeding the said rates.

Prohibition  30. Any agreement made after the commencement
gfeompound of this Act for the loan of money by a maney-lender
provision  shall be illegal in so far as it provides directly or

;:n?ﬁnd; indirectly for the payment of compound interest :

Provided that provision may be made in any
such agreement that if default is made in the payment
upon the due date of any sum payable to the money-
lender under the contract, whether in respect .of
principal or interest, or both, the money-lender shall,
subject tothe provisions of section 29, be entitled
to charge simple interest on that sum from the date
of the default until the swmn is paid, at a rate not
exceeding the rate payable in respect of the principal
apart from any default and any interest so charged
shall not be reckoned for the purposes of this Act
as part of the interest charged in respect of the loan.

Probibiton 31, Any agreement between a money-lender and

for care ea & debtor or intending debtor for the payment by the

onloans by debtor or intending debtor to the money-lender of

leager- any sum on account of costs, charges or expenses
incidental to or relating to the negotiations for or the
granting of the loan or proposed loan shall be illegal
and if any sum is paid to a money-lender by the
debtor or intending debfor as for or on account of
any such costs, charges or expenses, that sum shall
be recoverable as a debt due to the debtor or
intending debtor, or, in the event of the loan bei
completed, shall, if not so recovered, be set o
against the amount actually lent and the amount
shall be deemed to be reduced accordingly.

Exception.—Nothing in this section shall debar
a money-lender from recovering costs of investigating
title to the property, costs of stamp, registration of
documents and other usual out of pocket expenses
in cases where the contract includes a stipulation
that property is to be given as security or by way of
mortgage and where both parties bave agreed to
such costs and reimbursement thereof; or \where
such costs, charges or expenses are leviable under the
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IV o provisions of the Transfer of Property Act, 1882 or
any other law for the time being 1n force. -

32. Where a loan advanced, whether before oF Notice sad
after the commencement of this Act, or any interest of information:
such loan or the benefit of any agreement made or on pol g
security taken in respect of such loan or interest is; meat of
assigned to any assignee, the assignor (whether he is
the money-lender by whom the money was lent or
any person to whom the debt has been previously

assigned) shall, before the assignment is made

(@) give the assignee notice in writing that the
loan, agreement or security is affected by the
operation of this Act; and -

(b) supply to the assignee all information
necessary to enable him to comply with the pro-
visions of this Act-relating to the obligation to
supply information as to the state of loans and
copies of documents relating thereto,

and any person acting in contravention of any
of the provisions of this section shall be liable
to indemnify any other person who is prejudiced
by the contravention,

33. () Bave as hereinafter provided, the provi- application
sions of this Act shall continue to apply as respects o &ct s
any debt to a money-lender in respect of money lent aemipoos,
by him after the commencement of this Act or in
respect of interest on money so lent or of the benefit
of any agreement made or security taken in respect
of any such debt or interest, notwithstanding that
the debt or the benefit of the agreement or security
may have been assigned to any assignee, and, except,
where the context otherwise requires, references in
this Act to a money-lender shall accordingly
be construed as including any such assignee as
aforesaid :

Proyided that—
(8) notwithstanding anything in this Act—
(¢) any agreement with, or security taken by,
8 money-lender in respéct of money lent by him

after the commencement of this Act shall be
valid in favour of any bona fide assignee or holder
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Reopening
of transac-
tions,

for value without notice of any defect due to
the operation of this Act and of any person
deriving title under him ; and

{#6) any payment or transfer of money or
property made bona fide by any person, whether
acting 1n a fiduciary capacity or otherwise, on
the faith of the validity of any such agreement
or security, without notice of any such defect
shall, in favour of that person, be as valid as it
would have been if the agreement or security
had been valid. '

(2) Nothing in this section shall render valid for
any purpose any agreement, security, or other
transaction which would, apart from the provisions
of this Act, have been void or unenforceable.

34, Notwithstanding anything contained in any
law for the time being in force, the Court shall, in
any suit to which this Act applies, whether heard
ex parte or otherwise—

(@) reopen any transaction, or any account
already taken between the parties ;

(b) take an account between the parties ;.

(¢) release the debtor of all ]ia:bi]ity in respect of
any excessive interest ;

(d) if anything has been paid or allowed in
account in respect of such liability, order the
creditor to repay any suin which it considers te be
repayable in respect thereof :

Provided that in the exercise of these powers,
the Court shall not

(¢) reopen any adjustment or agreement
purporting to close previous dealings and to
create new obligations which have been entered
intc by the parties or any person through whom
they claim at a date more than three years from
the date of the suit; '

(¢t) do anything which affects any decree of
a Court. - ‘ '
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Ezplanation.—For the purpose of this section

{Z) In the case of a suit brought on a series of
transactions, the expression * transaction ™ sha.ﬂ
meah the first of such transactions. .

(2) Excessive interest means the rate of interest
which contravenes any of the provisions of sections -
29 and 30.

35: (I) Any debtor may make an apphcatmn at Inguiry for
any time to the Competent Coutt whether the loan taking  and
to which the suit relates has or has not become declaring
payable for taking accounts and for declaring the S *™=""*
amount due to the money-lender. Such application
shall be in the prescribed form and shall be accom-

panied by a presoribed fee.

(2} On receipt of such application, the Court shall
cause a notice of the apphcatlon to be given to the
money-lender.

(3) On the date fixed for the hearmg of the
application or on such date to which the heari
may be adjourned from time to time, the Court
shall make an inquiry and shall after taking an
account of the transactions between the parties pass
an order declaring the amount, if any, still payable
by the debtor to the money-lender, in respect of the
principal and interest, if any. In taking accounts
under this section the Court shall follow the provi-
sions of Chapter IV and this Chapter.

36. () At any time after a debtor has sent to ppoin
a money-lender any sum of money due from him Court of
to the money-lender in respect of a loan by way of o Y
principal, interest or both, if the money-lender refuses money-fonder.
to accept the sam, the “debtor mey apply to the
Competent Court to deposit the said sum in Court

to the account of the money-lender.

(2) The Court shall thereupon cause written notice
of the deposit to be served on the money-lender, and
the money-lender may, on presenting a petmon
(verified in manner prescribed by law for the veri- -
fication of plaints) stating the sum then due in
respect of the loan, and his willingness to accept the
money so deposited, receive the sum,
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(3) ¥ the meney-lender - withdraws tlie sum
deposited by a debtor under sub-section (), he shall
not be bound by any statethent made by the debtor
in depositing the sum. -

(4) When the debtor has deposited in the Court
under this section the' sum due in respect of the
loan, if such money is in payment of the principal
or any part thereof, the interest on such principal
> part shall notwuthstandmg aity = agreement
between the parties cease from the date of the
service of notice on ~ the money-lender under
sub-section (2).

(5) Nothing in this séotion shall affect the opera-
tion of the provisions of sections 83 and 84 of the
Transfer of Property Aot, 1882, in regard to loans to Iv of
which the said provisions apply. 1882.

Entry of & 37. (1) No money-lender shall obtain>a "decres;
pmine  whether ez parte or by consent or otherwise or an
groaer than award to wbich the debtor is a party, or take any
theloan - power of attorney, any note, promise to pay, or
tobesn  Security, which does not state the actual amount
offence. of the loan, or which states such amount wrongly

or which does Dot state the time for which it is made

and the rate of interest charged, or any instrument

in which blanks are left. to be filled after execution,

(2) Whoever contravenes the provisions of sub-

section (Z) shall, on conviction; be punishable with
fine which may extend to Rs. 1,000.
- (3) Notwithstanding amything in any law in force,
any such decree, award, power of attorney, note,
‘promise or security shall be vmd and shall not' be
enforceable..

Ponalty 38. (7) Whoever molests, or abets’ the moles-

for moles:  tation of, a debtor for the recovery of a debt owed

*4°% by him to creditor shall be*punishable with imprison-
ment of etther desoription which may extend to
three months or with fine which may extend to five
hundred rupees or with both‘

L':cplamtwn.—}]‘or the purposes of this section;
a person who, with intent to cause another: person
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to abstain from doing or-to-de any act which he has
a right to do or to abstain from doing—

{a) obstructs or uses vm,lence to-or intimidates
sueh other person, or SRR

(b) persistently follows such other person from
place to place or interferes with any property
owned or used by him or deprives him of, or hmders
him in, the use thereof, or

(c) loiters or does any sunilar act at or near’
a house or other place where such other person
regides or works, or carties on bumness or happens
to be,

all be deemed to molest such other person :

Provided that a person who attends at or near

. such house or place in order merely to obtain or
communicate information or to make a demand for
a Joan due shall not be deemed to. molest. -

(2) Notwithstanding anything contained in the
Second Schedule to the Code of Criminal Procedure,

v ot 1898, an offence under this section shall be cognizable
1828. offence as defined in the Code and the rest of the
provigions of the Code shall have effect accordingly.

39. Whoever makes defsult in complymg with Genoml
or acts in contravention of any provision of this Act g, mgm;ms
and if the money-lender is— penaltie.

() an ‘individual, such individual, or

-~ (i) an undivided Hindu family, the manage
and all adult coparceners of such fam]ly,

(4%) a body corporate, the Director, Manage:
or any officer of such body, or

(%) an unincorpotrated body, all members of sucl
dy,
who is or are knnmgl a party o such oontra.ven

tion, shall, if no specific penalty has been pro‘nded it
this Act ‘be punishable—

(@) for the firet offence w1th fine whlch may
extend to Rs. 200, .



- (b) for the second offence with fine which may
extend to Rs. 500, and -

(c) for any subsequent offence to rigorous
imprisonment which may extend to three
months. .

Bvery offieer 40, Every officer of the Crown acting under the
to vo RUBC  provisions of this Act shall be deemed to be a public

servant within the meaning of section 21 of the XLV

Indian Penal Code. o sao.

Protection to

persons 41. No suit or proceeding shall lie against any
oting under officer of the Crown for anything which is in good
the A faith done_or intended to be done under this Act.

Rules. 42. (1) The Provincial Government may make
rules for carrying out the purposes of this Aect.

(2) In particular and without prejudice to the
generality of the foregoing provision, such rules may
pro vide for the following matters :—

(a) the form of the register under section 7;

(b) the form of the application for a licence and
the further particulars to be included therein
under section 9 ;

(c) the form and conditions of the licence, the
manner of payment of licence duty and the proce-
dure for a summeary inquiry under section 10;

(d) the language, form, manner of the statement
of accounts and the details to be included therein
under section 23 and the sum of money to be paid
for a copy of a document;

(e} the fee and the sum of expenses to be_ paid
under section 23; and

(f) any other matter which is or may be
prescribed under this Act or any matter for
which there is no provision or insufficient provi-
sion in this Act and for which provision is, m the
opinion of the Provincial Government. n
for giving effect to the provisions of this Act.
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(3) Rules made under this section shall be subject to the
condition of previous publication in the Oficial Gazette.

Schedule of licence duty.

(Section 10.)

Ths amount of eapital advanced in the previcus
year ending on 3lst of March, immediately

preceding the date of the application.

The amounnt
of licence
daty payable,

Not exceeding Rs. 2,000
Not exceeding I‘{s 53,000
Not exceeding Rs. 10,000
ﬂot exoeoding Rs. 50,000
'Not exceeding Rs, 1,00,000
Not exceeding Re. 10,00,600
Exceeding Ra. 10,00,000

Rs.

10-
25

. 100

1,000
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STATEMENT OF OBJECT® AND REASONS.

The money-lenders at present are not regulated by ahy
enactment. There are certain enactments such as the Dekkhan
Agriculturists’ Relief Act, the Usurious Loans Act, which
control some aspects of the transactions of money-lenders.
It has been generally recogiised that there must be some
legislation which will enable Government to have some control
over persons who play such a large part in the economic life of
the population. Government have, therefore, brought
forward this Bill.

2. Broadly it is divided into five Chapters:
Chapter I deals with definitions.
Chapter II deals with power of Courts.

Chapter ITI deals with the registration and licensing of
money-lenders. '

Chapter IV deals with the regulation of accounts.
Chapter V is miscellaneous. '

3. Chapter III. —Every money-lender is required to take
out a licence from a Registrar of Money-Lenders, appointed
by the Provincial Government for defined areas. From the
scope of the Bill are excluded, by the definition of money-
lender read with that of loan, deposits of money or other
property in a Government Post Office Bank, or any other
Bank, or in 2 Company, or with a Co-operative Society. Loans
advanced by or deposits with societies registered under the
Act of 1860 are similarly excluded. It is proposed to enforce
the Act after the expiry of six months from the commencement
thereof. Money-lenders not holding a licence under the Act
are precluded from getting a decree from any Court in a suijt
to which the Act applies. The failure to obtain a licence
would not necessarily nonsuit the plaintiff moncy-lender ;
the Court may require him to produce a licence within three
months and may give him more time for such production.
Such licence would be obtainable on payment of all the arrears
of the licence duty and penalty, subject to a maximum of three
times the licence duty payable for the year. The grounds
for the refusal of licence by the Registrar are limited to-
four cases only—

(t) when the applicant is disqualified by the Court to
hold a licence ; . :

(#2) when the applicant has net complied with the
provisions of the Act or Rules ;
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{#s) when the applicant has made wilful default in
complying with the requirements of this Aet ; ]

(4v) when satisfactory evidence has been produced that the
applicant, has knowingly participated in fraud .or dishonesty
in the conduet of his business or has been guilty of an offence
under Chapter XVII or section 465, 477 or 477A. of the Indian

Penal Code. .

4. Provision has been made for any persox filing an applica-
tion for cancellation of a licence granted to a money-lender on
any of the grounds on which a licence could have been refused
as above, Power is given to Court passing an order of convic-
tion against a money-lender to order a licence to be suspended
or cancelled. : : X

8. Chapter {V.—An important feature of the -Bill is
the requirement of keeping accounts by money-lenders.
Every money-lender is to deliver to the debtor a statement of
accounts ; a plain and complete receipt for every payment
and on repayment of the loan in full he is required to mark
indelibly every paper signed by the debtor indicating paymen
or cancellation and discharge of any mortgage, etc.

8. Provision is also made for special procedure in Courts in
suits regarding loans. In every suit to which a money-lendes
isa party a duty is imposed upon Courts to see that the money-
lender has complied with the provisions of sections 22 and 23,
‘Where he has not, the Court has been given power to disallow
the whole or any portion, of the interest found due. The
provisions regarding accounts are not to apply to banks, o
companies, or bodies corporate or unincorporated which maj
be exempted by.the Provincial Government.

7. Chapter V.—This chapter deals with general provisions,
Interest exceeding in amount the principal of the ornginal loar
is prohibited. The Court is alsp given power to order the
amount of any decree to be paid in instalments or subject tc
such conditions as the Court deems fit, having regard to the
circumstances of the judgment-debtor and the amount of the
decree. S

8. The rate of interesh, notwithstanding any agreemen
between the money-lender and debtor, is limited to 9 per cent
in the case of secured loans and 12 per cent. in the ease o
unsecured loans, Compound interest is prohibited. Similarl
charges on account of expenses incurred by money-lenders i1
respect of logns aye prohibited. It is, however, provided tha
reasonable costs for the inspection of revenue and registratior
records including examihation ¢f title may be charged b;
a -money-lénder.



;9. 'Where a loan is assigned the'Bill provides for notipe and
information to be. given to the assignee of the assignment of.the
loan, to enable the assignee to comply with the provisions of
the Act regarding supply. of information, copies of documents,
ete. The provmmns of the Act are made applicable to .such
agsignees.

10. Power is given to the C'ourt to reopen tmnswtlons
It is, however, provided that'any agreements or adjustments
shall not be reopened unless they have been entered inte within
three years of the date of the suit. It is also provided that
the Courb shall not reopen a transaction if it aﬁeéts a decree of
1L A summary remedy is prowded by which a d‘.ebtor may
apply to the Court for taking accounts and for a declaration
rega the amount due to the creditor. It is also provided
that if the Court finds.that the mioney-lender has been over-
paid the Cotrt shall order refund to the debtor of the sum so
over-paid.. The order is to be deemed to be a decree and shall
be executable as such.

12. If a money-lender enters m a bond a sum in excess of
the actusl loan advanced, it is proposed that he shal be
deemed to have committed an oﬁence pumshable 'vnth fine
up to Rs. 1,000.

13, Another important feature of the Bill is that molesta
tion ‘of a debtor by a money-lender is made an offence
punishable with imprisonment &t either description tip to three
months or with fine up to Ra. 500 or with both. Molestation
is defined as obstructing or using violence or mtlmldatmg or

istently following the debtor, or loitering at or near his
ngfse, 50 as to cause him to abstaim from doing or deing any
act which he has a right to do or to abstain from doing and it
is made a cogmzable offence. - -

14, ‘When the money-lender who commits‘an oﬁence- under
this Act is an undivided Hindu family, the manager and all
sdult coparceners of such family, when it is a body corporate,
the direetor, manager or any officer of such body, and when it is
an'unincorporated body, all members of such body are to be
tleemed to have eomm.ltmd the offence. -

{Siemred) K. M. Munsm
16th January 1938
By order of the wovernor or'sompav.
G. 8. RATADHYAESHS,
‘Becretary tothe Gavernment of Bombay,
LaogalDepartment
Boriba¥, 17th Junuary 1938. -

BOMBAY ;| PEINTED AY.FER Mouﬂ:.m
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Presamble..

Bhort title, extent

THE BIHAR MONEY-LENDERS
ACT, 1938.

{(Passed by the Bikar Legislature.)

AN
ACT

T0 REGULATE MONEY-LENDING TRANSAC-
TIONS AND 10 GRANT RELIEF TO
DEBTORS 1IN THE FPROVINCE OF
BIDAR.

HEREAS it is expedient to

regulate money-lending transac-
tions and to grant relief to debtors in the
Province of Bihar;

It is hereby enacted as follows :—
CHAPTER I,
PRELIMINARY.

1. (1) This Act may be called the

snd commencements Bihar Money-Leunders Act, 1938.

Definitions.

(2) It extends to the whole of the
Province of Bihar.

~ (3) It shall come into force on such
date asthe Governor may, by notification,
appoint, and different dates may be so
appointed for different provisions.

2. In this Act, unless there is any-
thing repugnant in the subject or
context,—

(a) “* Court "> includes the Regis-
trar, any person exercising the
powers of the Registrar or
deciding a dispute, a liquidator



and an arbitrator under the
Bihar and Orissa Co-operative
Societies Act, 1935, and also B.&O0. Act
includes . a Certificate-officer VI of 1935
onder the Bihar and Orissa

I B. & 0. Act .
fgull;lfc Demands Recovery Act, IV of 1914,

() ** decree ’’ includes an award
and order of confribution
passed under the Bihar and
Rrissa,9 3go-opera,tive Societies 5, 2 Aot
ct, 1935; .

(¢) ** decree-holder > includes a
certificate-creditor under the
Bihar and Orissa Public ; .., o
Demands Recovery Act, 1914;  1v of 1014,

(d) “‘ interest ° nmeans rate of
interest and includes the
return to be made over and
above what was actually lent,
whether the same is charged or
sought to be recovered specifi-
cally by way of interest or
otherwise; i

{e) “ judg-ment-debtor ”  includes
a certificate-debtor under the
Bihar and Orissa Public De- B. 0. Aot
mands Recovery Act, 1914; IV of 1014,

(. “loan”’ means an advance
whether of money or in kind
on interest made by a money-
lender, and shall include
a transaction on a bond bearing
interest executed in respect of
past liability and any transac-
tion which, in substance, is a
loan, but shall not include—

(i) a loan advanced by the Pro-

' vincial Government or by any
local body authorised by the
Provinecial Government:
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{it) a deposit of money in a Post
Office Savings Bank or a
deposit of money or other
property in any other Bank
or in a company or with a
Co-operative Society regis-
tered or deemed to be regis-
tered under the Bihar and
Orissa Co-operative Societies B. & 0.

. Act VI of
Act, 1935; At

Exzplanation.—(1) A bond bearing inter-
est executed in respect of goods taken
on credit constitvies a loan.

(2) A supply of goods on credit is not »
loan.

{g) ‘‘money-lender’’ means a person
who advances a loan and shall
include a Hindu undivided
family and the legal represen-
tatives and successors-in-
interest, whether by inherid
tance, assignment or otherwise,
of a person who advances a
loan;

(h) * prescribed ” means prescribed
by rules made undor this Act ;

(¢) * principal ” means in relation
to a loan the amount actually
leat to the debtor ;

(7) °* registered money-lender

- means a person to whom a regis-

tration certificate has been

granted under section 5, and

shall inctude 2 Hindu undivided

family and the legal represen-

tatives and successors-in-inter-

est, whether by inheritance,

assignment or otherwise, of a
registered money-lender;

(k) ° secured lean ’ means a loan
for which the money-lender
holds a mortgage, charge or
lien on the property of the



debtor or any part thereof as &
security for that loan;

(%) ¢ Sub-Registrar " means a Bub-
‘ Registrar appointed under the
Indian Registration Act,1908;

(m) ¢ suit ” includes any proceed-
ing taken for the recovery of
a loan before the Registrar, or
any person exercising the
powers of the Registrar or
deciding a dispute, or a liquida-
tor or an arbitrator under the
Bihar and Orissa Co-operative

VI of 1908

Soeieties Act, 1935, and also B.&0. Ack

includes an appeal, and

2

(n) ““ unsecured loan ’’ means any
loan other than a secured loan.

Power of Provin- 3. The Provincial Government may,
cial Government by notification, for any special reason or,
reomeydinder or » Teasons to be stated in such notification,
class of money-  exempt any money-lender or class of
lenders or any  gney.lenders™or any class of loans in
class of loane . :
from provisions  the whole or any part of the Province of
of this Act. Bihar from the operation of all or any

of the provisions of this Act.

CHAPTER II.
REGISTRATION OF MONEY-LENDERS AND
ACCOUNTS T0 BE KEPT BY MONEY-

) LENDERS.
Register of money- 4. (1) Every  Bub-Registrar shall
lendera. maintain a register of money-lenders in

such form and containing such particula.rs
as way be prescribed. ‘

(2) Such register shall be deemed
to be a public document within the mean-

VIof 1936,

ing of the Indian Evidence Aot, 1872,  xotism,

Registration of s
B dar ang 0+ (1) Any person may make an appli-

registration fee.  Cation fo be registered as a money-lender.



Every such application shall be in
writing and shall state—

(a) the name and address of the
applicant;

(b) the name and style under which
he carries on or desires to carry
on business as a money-lender;

(¢} the principal place of his busi-

. ness and the branches thereof,
if any;

(d) whether any certificate of regis-

tration previously granted to

him under this Act has been
cancelled; and

(€} such other particulars as may
be preseribed.

(2) (#) Every apf)lication made under
sub-section (1) shall be accompanied by
the prescribed registration fee and shall
be presented to the Sub-Registrar within
whose jurisdiction the principal place of
business referred to in clause (¢) of sub-
section (1) is situate.

(%) Any such application, which is not
accompanied by the prescribed registra-
tion fee or dees not contain the parti-
culars specified in sub-section (1), shall
be summarily rejected.

(8) The Provincial Government may
by rules prescribe for different classes of
money-lenders and for different areas a
registration fee not exceeding twenty-
" five rupees to be paid by an applicant for
registration :

Provided that the Governor may, by
notification, exempt any person or class
of persons from the payment of the
registration fee either generally or in
any specified area.



(4) On receipt of an application
under clause (a) of sub-section (2) the
Sub-Registrar shall, except where a
certificate previously granted to the
applicant has been cancelled under sec-.
tion 19 and the order of cancellation is
in force, grant a registration certificate
in the prescribed form to the applicant.

Durstion of regis. @, A registration certificate granted
bration cortif-  ynder section 5 shall, unless sooner can-
o celled under section 19, be in force for

five years from the date on which it is

granted.

Duty of registered 7, (1) Evéry registered money-lender
money-lender $o  ohall “in respect of every loan advanced
maintain accounts ? .
wnd o give by him after the commencement of this
yecoipts, Act and evesy transaction made by him
after the commencement of this Act
relating to any loan advanced by him
before the commencement of this Aet,—

(@) regularly record and maintain,
or cause to bhe recorded or
maintained, an account show-
ing for each debtor—

() the date cf the loan, the amount
of the principal of the loan
and the rate per centum per
anpum of interest charged
on the loan;

.#) the amount of every payment
received by the money-
lender in respect of the loan,
and the date of such pay-
ment ; and

{132) any other terms which miy be

agreed on between the
money-lendear and  the
debtor ;

(b) give to the debtor, or his agent,
a receipt for every sum paid
by, or on behalf of, the debtor,
duly signed and, if necessary,
stamped at the time of such
payment;
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(c) deliver or send by registered- post
to the debtor, or his agent,
within fifteen days of advanc-
ing the loan, a copy of the
entries recorded under sub-
clauses (7)) and (i7) of clause

{a)s

(d) deliver or send by registered
post to the debtor, or his
agent at least once in every
calendar year, a statement of
account signed by himself or his
agent showing the balance or
amount that may be out-
standing against such debtor
on account of the principal
and interest at the time of
delivering or sending by regis-
tered post the said statement of
account, and the amount of
every payment received by the
money-lender in respect of the
loan, and the date of such pay-
ment, during the period to
whéch’ the statement relates;
an

(e) give to the debtor o signed
receipt for every pawned
article with its general descrip-
tion, immediately after it is
pawned, mentioning the
amount for which it is pawned.

{2) A person to whom a copy of entries
in an account has been delivered or sent
under clause (c) of sub-section (1) or &
statement of account has been delivered
or sent under clause (d) of sub-section
(1), and who fails to object to the cor-
rectness of the account or the statement
of account shall not, by such faijlure
alone, be deemed to have admitted the
correctness of such acpount or such
statement of account. )



CHAPTER II1.

PROVISIONS REBULATING TO B8UITS IN
BRESPECT OF LOANS AND EXECUTION
OF DECREES.

Buit for recovery ., A money-lender shall not be
of loan "‘}’,? ',’;’;,‘: entitled toinstitute a suit for the retovery
tered money- of a loan advanced by him after the date
lenders, of the commencement of this Aet unless

Ire was registered under this Aet at the

time when such loan was advaneed :

Provided that a meney-lender shall be
entitled to institute a suit to recover
s loan advanced by him at any time
before the expiration of six months after
the date of the eommencement of this
Act if he is granted a certificate of re-
gistration under section 5 at any time
before the expiration of the said six
months.

Mosimum rates 9. Notwithstanding anything to the
?ﬁeg}}éﬁhma contrary contained in any other law
bo doorced. . OF in anything having the force of
law or i any contract, no Court shall, in
any suit brought by a money-lender in
respect of a loan advanced after the
commencement of this Act, pass a
decree for interest at rates exceeding
nine per centnm per annum in the case
of & secured loan and twelve per centum
_ﬁ)er anpum in the case of a1 unsecured
an.

Agreemants for 10. Notwithstanding anything to the

g:yu:r:fnii of com- contrary contained in any other law or

i, in anything having the force of law or
In any contraet, an agreement entered
into 137 a debter for the payment of com-
pound interest on loans advanced after
thgdoommencement af this Act shall be
¥oad,

Maxi \ : O SRS TR - s
N  erest #1. Notwithstanding anything to the
which may bg  COLLrary contained in any other law or
decreed, in anything having the force of law or

In any contract, no Court shall. in anv



suit brought by a money-lender in
respect of a loan advanced before or
after the commencement of this Act,
pass a decree for an amount of interest
for the period preceding the institution
of the suit which, together with aay
amount already realised as interest
through Court or otherwise, is greater
than the amount of the loan advanced,
or, if the loan is based on a document,
the amount of loan mentioned in the
document on which the suit is based.

12. In any suit brought by a money-
P f Court t. ] y 24 Y ) ’Y.
roopon | ettain lender, in respect of a loan Aadvarice

tatcactions. hefore the commencement of this Act,
the Court may exercise all or any of the
following powers :—

(¢) rc-open the transaction, take an
account batween ihe parties,
and retieve the deblor of all
liability in respect of any
interest, in excess of nine
per centum simple per annum
1n the case of a secured loan and
twelve per centum simple per
anpum in the case of an
unsecured loan;

(#¢) notwithstanding any agreement
purporting to close previous
dealings and to create a new
obligation, re-open any
account already taken between
them and relieve the debtor of
all liability in respect of any
interest, in excess of nine
per centum simple per annum
in the case of a secured loan and
twelve per centum simple per
annum in the case of an un-
secured loan;

(i1%) set aside cither wholly or in part
or revise or alter any security
given or agrcement madein



Tranafer of equity

of redemiption
ul o ortgagar
by =ale ulllen\'i:.e
Lhan in execotion
of i decrew.

Deeree may order
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respect of any loan, and, if the

money-lender has parted with

the security, order him to

indemnily the debtor in such

rwanner and to such extent as
it may deem just:

Provided that, in the exercise of these
powers, the Court shall not—

(7) re-open any agreement purport-
mg to close previous dealings
and to create a new obligation
which has been entered into
by the parties or any persons
from whom they claim at a
date more than twelve years
from the date of the transac-
ticn;

{(r7) do anything which affeets any
decree of a Court.

13. If the equity of redemption of a
mortgngor is transferred by sale other-
wise than n execution of a decree, and
if out of the consideration money for the
transfer any amount due under the
mortgage in respect of interest for any
period preceding the date of transfer is
wett 1 deposit with the transferee for
pavment to the mortgagee, the portion of
the amount so left in dtposw which is
in excess of the amount which would have
been payable as interest at the rate of
nine per centum simple per annum for
such period, shall not be taken into
account for the purposes of section 12
and, notwithstanding anything to the
contrary contained in the said section,
the mortgagee shall be entitled to
recover the amount of such excess in
addition to any amount which he may
recover under the said section.

14. Notwithstanding anything to the

payment of contrar% contained in any other law or
smoust due 03 ipn anything having the force of law or
wstalmeats. “in any contract between the money-

lender and the person to whom the loan
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was advanced, the Court may, at the
time of passing the decree in any suit
relating to a morteage by which any loan
15 secured, order that payment of any
amount decreed in such suit shall, sub-
ject to such conditions as the Court may
impose, be made by instalments

Provided that before fixing the instal-
ments  the  Court  shall take into
consideration the repaying capacity of
the judgment-debtor and shall satisfy
itself that the judgment-debtor is in a
position to pay the instalments on the
due dates.

Poser  fo diret 15, Notwithstanding anything to the

e e i cODtrary contained in any other law or in

cespact af a toan Anything having the force of law or in

prou wortgage  any contract hetween the money-lender

Viestalweits and the person to whom the loan was
advanced, the Court may, at any time
ou the application of a judgment-debtor,
after notice to the decree-holder, dircct
that the amount of any decree passed
before or after the eommencement of this
Act, in respect of a loan, iuchwlinr any
decree in a suib relating to a mortgage by
which a lean is sccured, shall be jaid in
such number of ivetahments and subject
to such conditions on the cates fixed by
it as, baving regard 1o the circuwstances
of the judgment-debtor and  1the amount
of the decree, it cousiders fit,

Court to estimate 18, (1} When an application is made
the value of for the execution of a decree passed in
ndgineut-deblors . he interes .
property respect of a loan or the interest on a
. » | .
loan by the sale of the judginent-debtor’s
property, the Court executing the decree
shall, notwithstanding anything to the
contiary contained in any other law or
in anything baving the force of law, hear
the parties to the decrec and estimate
the value of such property and of that
portion of such property the procecds of
the vule of which it considers will be
sufficient to satisfy the decree:
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Provided that the Court wmay order
the whole property of the judgment-
debtor to be seld if it is satisfied that by
reason of the nature of sueh property or
any other special eircumstances such
property canmot reasonably or cen-
venmiently be suld in part.

(2) Any persen aggrieved by an order
passed under sub-section (1) may appeal
to the Court to which appeals frem the
Court exceuting the decrec ordimarily
lie.

Ouly  sffciont  17. Notwithstanding anything to the

porion of judy- pontrary contained in any other law or

ment-debtcr’s . ) {] .

yroperty to be eold 1N anyshing having the force of law,
the proclamation of the intended sale
of property in execution of a decree
passed 1n respect of a lean er the
interest on a loan shall include only so
much of the property of the judgment-
dehtor the proceeds of the sale of which
the Court considers will be sufficient to
satisfy the deeree, and such property shall
not be sold at a price lower than the
price specified in the said proclamation :

Provided thas if the properiy to be
sold is immovable property and the
decree-holder specifies which pertion of
such property should be sold, the Court
shall order that such pertion er so much
of such portion as may scem necessary to
satisfy the decree shall be sold :

Provided further that if the highest
amount bid for the property included in
the sale proclamation 1s less than the
price specified for such property in the
proclamation, the Court may sell the
property for such highest amount, if the
decree-holder eonsents in  writing “to
forego so much of the amount decreed as
is equal to the differcnce between the
highest amount bid and the price speci-

fied for such property in the sal -
mation. property © sale procla
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Fxemption  of 18, Notwithstanding anything to the

portion of bo'dinz oonirary contained in any other law or

ram  attpchment . .

ar wle in cxeention 1N anything having the force of law for

of decree. the time being in force, where a decree
is passed for the payment by an agri-
cultural debtor of the amount due on any
loan advanced, before.or after the com-
mencement of this Aet, to him by a
money-lender, the Court executing the
decree—-

(7) if the area of the land com-
prised in the holding of the
judgment-debtor  does  not
exceed three acres, shall exempt
from sale one acre of such
land; and

(¢20) if the area of such land
exceeds three acres, shall
exempt one acre, and may
exempt any further portion of
the holding, provided that the
total area exempted from the
sale does not exceed one-third
of the total area of such land.

Erplanation.—For the porposes of this
rection agricultoral debtor tneans a raiyat, the
area of whose holding does not  exceed such
area as the Provincial Government may {ix for
the district or part of the district In which
such holding is situate.

CHAPTER 1V,
PENALTIES AND PROCEDURE.

Power of Collector 19 (1) Where in any suit brought in
10 carcel registra-

tisn cxtificate. | Tespect  of a loan by a registered
money-lender or in respect of any
sccurity taken for a loan by a regis-
tered money-lender, the Court is  of
opinion that the rekistered money-lcuder
has been guilly of {fraud, or of auy
contravention of the provisions of this
Act, or is otherwise unfit to carry on the
busiuess of money-lending, the Court shall
make a report to tke Collector, and the
Celleelcr may, on receipt of such report



Penalty for the
contbravention of
the provitions of

o4

section 7.

Penalty for
taking scfami,
balta, gadiana,
vlc.

Powers

Act,

of Couart
neder the Usurious
Leana  Act, 1A,
nol affected by this
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and after a due and proper inquiry,
cancel for such period, not exceeding
five years, as he thinks fit the registra-
tion certificate granted to the money-
lender.

(2) When the certificate of a registercd
money-tender has been cancelled under
sub-section (1) such money-lender shalt
not be entitled to make any application
under section 5 during the pertod 1n
which such order of cancellation
remains in force.

20. (1) If any money-lender or his
agent wilfully contravenes any of the
provisions of clause () of sub-section (1
of section 7, such money-lender or agént,
as the case may be, shall be punishable
with imprisonment which may exteund to
one year or with fine not exceeding five
hundred rupees, or with both.

(2) Any money-lender who contra-
venes any of the provisions of
section 7 cther than the provision of
clause () of sub-section (1) of that sec-
tion shall be punishable with fine not
cxeeeding five hundred rupees.

21. If after the commencement of this
Act, any money-lender or his agent
takes from a debtor at the time
of advancing a loan or deducts out of the
principal of such loan any salami,
batta, gadiana or other exactions of a
similar nature by whatever name called
or known, such money-lender or his
agent, as the case may be, shall be puni-
shable with fine. '

CUHAPIER V.
MISCELLANEOUS.

22. Save as otherwise provided in
sectton 12, nothing in this Act shall
affect the powers of a Court under the
Usurious Loans Act, 1918.



Power to deposit
i Court money
due on loan,
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23. Notwithstanding anything to
the contrary contained in any other
law or in anything having the force of
law, any contract entered into between
a money-lender and his debtor in respect.
of a loan advanced after the commence-
ment of this Act providing for the
payment of the amount due on such loan
at any place outside the Proyince of
Bihar shall be void.

24, (1) When a debtor tenders to a
money-lender or his agent money on
account of any interest due on a loan or
on account of the principal of a loan and
the money-lender or his ageut refuses
to recetve the amount tendered or
refuses to grant a receipt for the same,
the debtor may deposit, in any Court in
which the money-lender might have
instituted a suit for the recovery of such
interest. or such loan, to the account of
the money-lender the amount tendered
as aforesaid. '

(2) The Court shall thereupon forth-
with grant a receipt for the deposit
under the seal of the Court and cause
a written notice of the deposit to be
served upon the money-lender.

(3) The money-lender may, at any
time within three years after the date
of the service upon him of the notice
mentioned in sub-section (2), make an
application to the Court praying for the

amount deposited as aforesaid to be
paid to him.

{(4) If no application is made under
sub-section (3) within the period men-
tioned in the said sub-section, the
amount deposited shall be disposed of in
the prescribed manner.

(5) Upon receipt of an application
under sub-section (3) the Court may
order such amount to be paid to the
applicant upon such terms and subiect



Court’s receipt to
operete as
sequitlancs.,

Payment of loan
in cash to a
debtor, ete., to
be miade in the
resence of the
ub-Registrar.

Power to wmake
rules.

to such conditions as may be specified
in the order. :

25. A receipt given by the Court
under sub-section (2) of section 24 shall
operate as an acquittance for the
amount deposited as aforesaid in the
same manner and to the same extent as
if that amount had been received by the
money-lender to whose credit the deposit
was made, on the date of such deposit.

26. Where a loan is advanced on a
registered document, the entire amount
of the loan, or as much of it as may be
payable in cash, shall be paid to the
debtor or his duly authorised agent in
the presence of the Sub-Registrar who
will register the document and the said
Sub-Registrar shall make an endorse-
ment to that effect on the document.

27. The Provincial Government may
make rules prescribing—

(a) the form ol the reyister men-
tioned in rub-section (1) of
scction 4 and the particulars
to be contained in  such
register ;

() the form of the registiation
certificate mentioned in sub-
section (4) of sectivn b3

(¢) the particulars to be confaineld
in an applica‘ion made under
sub-section (1) of section 5;

(d) the registration fee to be paid

under section 5; and

(e) the manner in which deposits

made under sub-section (4) of
section 24 shall be disposed of.



Phe 23rd August ‘1438,

No. yt¥q-L.—The t'ollowmg Bill, which 1t 18 propbeed: to
infroduce in the Orisca Legislative AsSemny, is hereby published
undér rule 70 of the Orissa Legislativa Assembly Rules, 1937,
for genera.l information.

This cancels notification no. avto-u., aaveu she ¥znd July
1938, publighed in the extr 'IOI'dlDBI} 15808 of the Urissa Gazette,
dated the 25th July 1938.

THE ORISSA MONEY-LENDERS
. BILL, 1938,

A
BILL

TO REGULATE - MOXEY-LENDING TRANBAC
TIONS AND TO GRANT RELIEF T(
DEBTORS IN THE PROVINCE OF ORISSA,

Preamble. HEREASB it is expedient to regulate
" meney-lending transactions and t
grant relief 4o debtors in the Province ol

Orisea;

It is heréby enacted as follows :~
CHAPTER 1
PRELIMINARY..
9&:‘:2 title, 1. (1) This Act may be caled the
Commencoment. O’;‘Issa Money-Lenders Aet, 1938,
"~ (2) It extends to the whole of the.
Province of Orissa.
{8) All or any of the provisions of this
Aét shall comé into force throughout the -
whole or any part of the Province on
such date or dates as the Governor may;
by notification, appoint, and different
dates may be so appomted for different
prowsmns and different treas.
Definitions 2. In this Act, unless there 1s _anything
‘ repugnant 111‘the sitbject or contexs,~
(@) “bank” - means ‘& company
‘carrying on the ‘business of
‘hanking a.nd—

) reglstered under’ any -of $he
enactments Yelating to com-
pamfts fnr thie tinte beihg n
fehvan: in. tm Umted K}ngdom"
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or in any .of the DBritish
DOIIJIIIlODS or in any of the
Colonies or Dependencies, of
the United Kingdom, or in
British India, or in any State
in India, or

(if) incorporated by an Act of
Parliament or by Royal Char-
ter or Letters Patent or by
any Act of the Indla.n Legis-
lature ;

(b) “business of money-lending”
means the business of advan-
cing loans;

(¢) “capital” means that which
a money-lender invests mm the
business  of money-lending
whether in money or in kind ;

{d) “ Company” means acompany—

(7) registered under any of the
enactments relating to com-
panies for the time being in
force in the United Klngdom
or in any of the British
Dominions, or in any of the
Colonies or Dependencies of
the United Kingdom, or in
British India, or in any
State in India, or

(#7) incorporated by an Act of
Parliament or by Royal Char-
ter or Letters Patent or by
an Act of the Indian Legisla-
ture, :

and includes a life insurance
company to which the Insurance
Act, 1938, will apply; |

#) “ co-operative society ” means
-a soclety registered or deemed
t)> have been registered under
the Bibhar and Origsa Co-opera-
tive Societigs Aet, 1935, the
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Madras Co-operative Societies
Act, 19342, or any Act of any
other Provincial Legislature
relating to such societies;

(f) “ Court ” includes a court acting
in the exercise of insolvency
jurigdiction ; :

(9) “decree” means a decree as
defined by the Code of Civil
Procedure, 1908;

(%) “interest” means rate of
interest and includes the return
t0 be made over and above
what was actually lent whether
the sane is charged or sought to
be recovered specifically by way
of interest or otherwise ;

(?) “loan” means an advance
whether of money or in kind on
interest made by a money-lender
and shall include a transaction
on a document bearing interest
executed in respect of past lia-
bility and any transaction which,
in substance, is a loan, but shall
not include— ‘

(1) a loan advanced by the Pro-
vincial Government or by
any local body authorised by
the Provincial Governmeng
or by a co-operative society,

(2) a deposit of money in & Post
Office Savings Bank or a
deposit of money or other
property in any other Bankp ao, s
or in g company or with g VIof1930.
co-operative society ;

Explunation.—(1) A bond beazing inte-
rest executed in respect of goods ta,ken
on credit constitutes a loan,

(2) A supply of goods on credit is



(/) “ money-lender "’ means—

(1) except in sections 9 to 18,
a person who advances a loan
In the regular course of business
of money-lending with a capital
of more than a sum of rupees
.one thousand, and

(2} in sections 9 to 15, a person
who advsnces a loan in the
regilar course of business of
money-lending irrespective of
the amount of capital inves-
fed in the said business;

and i both cases of (1) and (2)
ghall inelude a Hindu undivided
family and the legal representa-
tives and successors snd succes-
sors-tn-interest, whether by in-
heritance, assignwment or other-
wise, of such a person who
advances a loan;

(k) “preseribed ” means prescribed
by rules made under this Act;

(1) “ principal ” means in relation to
a lean the amount actually lent
to the debtor;

(m) “registered money-lender” means
a person o whom a registration
certificate has been granted
under section &5, and shall
include a Hindu undivided
family and the legal representa-
tives and sucecessors-in-interest,
whether by inberitance, assign-
ment or otherwise, of a registered
money-lender ;

(») “roles” means rules made under
this Act ;

() “secured loan ” means a loan for
which the money-lender holds a
- morigage, charge, lien, or pledge
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on the property of the debtor or
any part thereof as a security for
that loan ;

(p) “ Sub-Registrar” means a Sub- xvi of 1208
Registrar  appoiunted under
the Indian Registration Act,

1908 ;

(¢) “suit™ includes any procecding
taken for the recovery of a loan
before the ILlegistrar, or any
petson exercising the powers of
the Registrar or deciding a dis-
pute, or a liguidator or am
arbitrator under the Bihar and
Orissa  Co-operative Societies Bihar and
Act, 1935, and also includes an gfl'i;“l;:g
appeal ; and

(r) “unsecured loan' means any
loan other than g secured loan.

Powcrof Provincial 3. The Provincial Government may,
et money. DY Totification for any special redson or
lender or clacs reasons to be stated in such notification,
of :;";2]’;:;"3{““‘ exempt any moneylender or class of
loans from provi- money-lenders or any class of loans in
sions of this Aet.  the whole or any part of the province of

Orissa from the operation of all or any of

the provisions of this Act.
CHAPTER II.

REGISTRATION OF MONEY-LENXDERS AND
ACCOUNTS TO BE EEPT BY MOKEY-LENDERS.

Registcr of money-- 4. (1) Every Sub-Registrar shall main-

Yenders. tein a register of money-lenders in such
form and containing such particulars as
may be prescribed.

(2) Such register shall be deemed to be
a puilic document within the meaning of
the Indian Evidence Act, 1872. X of 1672,
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Reglutration - B, (1) Any person may make an
of money lenders : . . :
att tegistration ap[ﬂlﬁﬂthT} to be registered as a money-
foo. lender, Every such application shall be

In writing and shall state—

(@) the name and address of the
applicant;

() the name and style under which
he carried on or desires to carry
on business as a money-lender;

(¢) the principal place of his busi-
. ness and the branches thereof,
if nny ;

(@) whether any certificate of registra-
tion previously granted to him
under this Act has been can-
celled ; and

(¢) such other particulars as may be
prescribed.

(2) (z) Every application made under
sub-section (1} shall be accompanied by
the preseribed registration fee and shall
be presented to the Sub-Registrar within
whose jurisdiction the principal place of
business referied to in clause (¢) of sub-
section (1) is situate.

(®) Any such application, which is not
accompanied by the prescribed registra-
tion fee or does not cantain the particulars
specified in sub-section (1), shall be
sumniarily rejected.

(3) The Provincial Government may
by rules prescribe for different classes of
money-lenders and for different areas
a registration fee mot exceeding twenty-
five rupees to be paid by an applicans for
registration : '

Provided that the Governor may, by
potification, eXempt any person or class
of persons from the payment of the
registration fee either generally or in any
specified area. '
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(4) On receipt of an application under
clause () of sub-section (2) the Sub-
Registrar shall, except where a certificate
previously granted to the appliiant has
been cancelled under section 18 and the
order of caucellation is in force, grant
8 registration certificate in the prescribed
form to the applicant.

6. A registraticn certificate gravted
under section 5- shall, unless sconer
cancelled under section 18, be in force for
ten years from the date on which it is
granted.

7. Every registered money-lender shall
m respect of every loan advanced by him
after the comuencement of this Act and
every transaction made by him after the
coamencement of this Act relatiug to any
loan advanced by him before the com-
mencement of this Act—

(a) regularly record and maintain, or
cause to be recorded or maintain-
ed, an account showing for
each debtor—

(?) the date of the loan, the
amount of the pnnmpdl of
the loan and the 1ate per
cent per annum of interest
charged on the loan;

(¥7) the amount of every payment
recelved by the money-
lender in yespect of the joan,
and the date of such pay-
ment; and '

(m) any other terms which may
be agreed on between theg
money-lender and  the
debtor ;

(b) give to the debtor, or his agent,
a 1eceipt for every sum' paid by,
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or on behalf of, the debtor, duly
signed and, if necessary, stamped
at the time of such payment;
or, within a reasonable time after
it. 'The money-lender shall also,
on demand, permit the debtor or
his agent to endovse such pay-
ment on the document, if any,
evidencirg the loan,

) give to the debtor a signed
receipt for every pawned article
with its general description,
immediately after it is pawned,
mentioning the amount for
which it 18 pawned, the rate of
interest charged per ecent per
annum and other particalars ag
may be prescribed.

CHAPTER IIT.

PROVIS]ONS RELATING TO SUITS IN RESPECT OF
LOANS AND EXECUTION OF DECREES. ’

8. A money-{ender shall not be entitled
to institute a suit for the recovery of a
loan advanced by him after the date on
which this rection comes into force unless
he was rtegistered under this Act at the
time when such loan was advanced :

Provided that a money-lender shall be
entitled to institute a suit to recover a
loan advanced by him at any time before
the expiration of a year affer the
date on which this section comes into
force, if he is granted a certificate of
registration under section 5 at any time
before tbe expiration of the said year.

9. Notwithstanding anything to the
contrary contained in any other law or
in anything having the force of law or in
any contract, no Court shall, in any suit
brought by a money-lender in respect c¢f a
loan advanced after the commencement
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of this Act, pass  a decree for interest
at rates exceeding 9 per centum per
annum in the case of a secured loan and
12 per centum per annum in the case
of an unsecured loan,

Maximum arpour §

of interes; which 10. Notwithstanding anything to the

may bedecrocd.  gontrary contained in any other iaw or in
anything having the force of law orin any
coutract, no Court shall, in any suit brought
by & money-lender in respect of & loan
advanced before or efter the comirence-
ment of this Act, pass a decree for an
amounnt of interest for the period prece-
ding the institution of the suit which,
together with any amount already realised
as interest through Court or otherwise,
18 greater than the amount of the loan
advanced or if the loan is based on a
document, the amount of loan mentioned
in the docunent on which the suit is
based,

fower ot Gourt to 11, (1) In any suit brought by a
teamsactious. money-lender in respect of loan advanced
before the commencement of this Act,
the Court may exercize 8l or any of the

following powers :—

(¢) reopen the transaction, take an
acccunt lketween the parties,
and rehsve the debtor of all
liability in respect of any interest,
m ¢xcess of nine per centum
simple per anbum in the case of
a recured locan and twelve per
centum simple per anbum
in tte case of an unsecured
lpan ;

tf) notwithstanding any agreement
purporting to ciose previous
dealings and to create a new

" obligation, reopen any account
already taken between them and
1elieve the debtor of all Liability
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in respect of any Interest, in
excess of nine per centum sim-
ple per annum in the case of a
secured loan and twelve per
centum simple per annum in
the case of an unseeured loan;

({2t) set aside either wholly or in
part or revise or alter any
security given or agreement
made in respect of any loan,
and, if the money-lender has
parted with the security, order
him to indemnify the debtor

~in such manner and to such
extent as it may deem just:

Provided that, in the exercise of these
powers, the Court shall not— '
* % ¥ %

reopen any agreement purporting to
close previous dealings and to create
a new obligation which has been entered
into by the parties or any persons from
whom they claim at a date more than
twelve years from the date of the
transaction. :

Provided further that nothing cob-
tained in sub-section (1) shall be deemed
o require the creditor to refund any sum
which has been paid to him.

(2) Where a decree passed by a Couxt on
the basis of a loan on 1st April 1936 or
after and not before it remaibs unsatis-
fied in whole or in part on the date on
which this Act comes into force, the
Court which passed the decree may, on
the application of the judgment-debtor,
exercise all or any of the powers specified
in sub-section (2), '

12. Notwithstanding anything to the
contrary contained in any other law o
in anything having the force of law m
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in any contract betwecen the money-
lender and the person to whom the loan
was advanced, the Court may ab the
time of passing the decree in any sult
relating to a mortgage by which any loan
1s secured, order thay payment of any
amount decreed in such suit shall, subject
to such conditions as the Court may
impose be made by instalmente :

Provided that before fixing the instal-
ments the Court shall take into consi-
deration the repaying capacity of judg-
ment debtor and shall satisfy itself that
the judgment-debtor is in a position to

‘pay the instalments on the due dates.

13. Notwithstanding anything to the
contrary contained in any other law or in
anything having the force of law or in
any contract between the money-lender
and the person o whom the loan was
advanced, the Court may, at any time, on
the application of a judgment-debtor, after
notice to the decree-holder, direct that
the amount of eny decree passed before
or after the commencement of this Act,
in respect of a lcan, including any decree
in a suit relating to a mortgage by which
a loan is secured, shall be paid in such
number of instalments and subject to
such conditions on the daies fixed by it
aB, having regard to the circumstsnces of
the judgwent-debtor and the amount of
the decree it considers fif.

14. (1) When an application is made
for the execution of a decree passed in
respect of a loan or the interest on a loan
by the sale of the judgment-debtor’s
propeity, the Court executing the decree
shall notwithstanding anything to the
contrary contained in any other law or in
anything having the force of law, hear
the parties to the decree and cstimate
as prescribed the wvalue of such property
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and of that portion of such property the
procceds of the sale of which it considers

“will be sufficient to satisfy the decree :

Provided that the Court may order
the whole property of the judgment-
debtor to be sold if it 1s satisfied that by
reason of the nature of such property or
any other special circumstances such
property capnot reasonably or eon-
veniently be sold in part.

(2) Any person aggrieved by an order
passed under sub-zection (1) may appeal
to the court to which appeals from the
court executing the decree ordinarily lie.

15. Notwithstanding anything to the
contrary contained in any other law or
in anything baving the force of law, the
proclamation c¢f the intended sale of
property in execution of a decree
passed in respect of a loan or the interest
on a loan shall include only so much of
the property of the judgment-debtor, the
proceeds of the sale of which the Court
considers will be sufficient to satisfy the
decree, and such property shall not be
sold at a price lower than the price speci-
fied in the said proclamation:

Provided that if the property to be sold
is immovable property and the decree-
holder specifies which portion of such
property should be soid, the Court shall
order that such portion or so much ot
sUch portioh as may seem necessary to
sabisfy the decree shall be sold :

Provided further that if the highest
amount bid for the property included in
the sale proclaination is less than the price
specified for such property in the procla-
mation, the Court may seil the property
for ruch highest amount, if the decree-
holder copsents in writing to forego so
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much of the amount decrecd as 15 equal
to the difference between tho highest
amount bid and the price specified f.r
such property in the sa.e precamation.

16. The provisions of sections 10 to
15 sha:l apply—

(¢) to suits bronght by money-lenders

in respect of loans :cdvanced

- tefore the comtacncement  of

this Act, and pending cn the

date on which the said sections
come into foree ; ang

(f2) to tppeals tnd proceedings in
exccuticn arising out ci suits
brought by 1oney-lenders in
respect of loans :dvanced before
the commencenent of the said
Act, whetter such appea's or
prccecdings in execution were
pending on, or instituted safter,
the date on which the said
sections come into force.

17. Notwithstanding anything to the
conirary contained in any other law or
anything having the force of faw or in
any ccntract, a usufructuary mortgage,
which comes into existence after the
commencement of this Act, shall, unlcss
discharged previcusly, be-deemed to stand
discharged after the expiration of fifteen
years fiom the date of the mortgage and
the mortgagee shall deliver up to the
mortgagor all documents in his possession
or power relating to the mortgaged pro-
perty and shall, if so required, retransfer
the property to the mortgagor at his cost
free from the mortgage and {rom all
encumbrances created by himn or those
claiming under kim and shall alse put
thc mortgagor in pessession of the

property.
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CHAPTER 1V.

PFPNALTIES AND PROCEDURE.

Power of Colloetor 18, (1) Where in any suit brought in

:‘;g:;"‘;‘"t'.m respect of a lcan by a registered money-

certificute, lencer, or in vespect of any secur.ty takea
for a 'can by a registered mouney-lender,
ths Court is of apinion that the registered
money-lender has been guilty ot frand,
cr 1s cbrerwise unfit to carry on the
busine:s of mcney-lending, the Court
shall make a report Lo the Collector, and
the Collector may, on receipt of such
report and after a due and propevenguiry,
cancel for such pericd, nct excerding five
years as he thinhks fit the registration
certificate granted to the money-lender.

(2) When the certificate of a iegistered
money-lender bes been cancelled under
sub section ‘1) such money-lender sha'l
nct be entitled to make any cpplicaticn
uncer sect’on 5 during the pericd in which
-such crder of cancellation remains in
force; but ruch cancellaticn shall not
preclude the money-lender from institut-
g suits in respect of loans advanced by
hiin before thes date of the order of such

cancellation.
Penalty for 19. (1) If any money-lender or his
contrawntioh ot the goent wilfully cobtravenes any of the
provisions of . . . ‘
a:ction 1. provisions of clause (@) of cection 7, such

money lender or agent, as the case may
be, shall be punishable with fine not
exceeding five hundred rupee-.

(2) Any mcrey-lender who contra-
venes any of the provisions of clause (a)
cr clause () of section 7 shall be
punishabie with fine not exceeding five
hundred rupees.

20. If after the commencement of this

Fenalty for aking  AACt, aly money-lender or his agent takes
promiun, from g debtor at the time of advancing
a loan or deducts cut cf the principal of

such loan any premiumor other cxactions
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of a similar nature by whatever name called
or known, such oney-lender or bis
agent, as the case may be, shall be
punishable with fine, not exceeding
twice the awount of such premium or
eXxaction,

CHAPTER V.
MiSCELLANEOUS.

21. Save as otherwise provided in
section 11 nothing 1o this Act shall affecs
the powers of a Court under the Usurious
Loans Act, 1918.

22. Notwiths anding anything to the
contrary contamed in any other law or in
anything having the force of law, any
contract enterea 1nto between a money-
lender and his debtor in respect of a ican
advanced after the commencetient of this
Act providing for the payment of the
amount due on such lcan at any place
outside the province of Orissa shall be
void.

23. (1) When a debtor tenders to a
money-lender or his agent money on
zceount of any interest aue on a lcan or
on account of a principal of a loan and
the meney-lender or his agent refuses to
receive the amount tendered or refuses to
grant a receipt for the same, the debtor
may deposit, 10 any Court in which the
money-fender might have instituted a
suit for the recovery of such interest or
guch loan, to the account of the money-
lender the amount tendered as aforesaid.

(2) The Court shall thereupon forth-
with grant a receipt for the deposit under
the geal of the Court and cause a written
notice of the deposit to be served upon
the money-lender.

(3) The money-lender may af any
time within three years after the date of
the service upon him of the notice

X of 1918,
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mentioned in sub-section (2) make an
application to the Court praying for the
amount deposited as aforesaid to be paid
to him.

{4) If no application is made under
gub-section (3) within the period men-
tioned in the said sub-section, the amount
deposited shall be disposed of in the
prescribed manner,

(5) Upon receipt of an application
under sub-section (8) the Court may
order such amount to be paid to the
applicant upon such terms and subject
tu such conditions as may be specified
in the order,

24. A receipt given by the Court under
sub-section (2) of section 23 shall operate
as ap aecquibttance for tbe amount
deposited as aforesaid in the same manner

“and to the same extent as if thabt amount

had been received by the money-lender
to whose credit the deposit was made,
on the date of such deposit.

25. A debtor may repay the whcle or
any part of the principal or interest due
under a loan to the money-lender at
any time and in any manneér and any
agreement between a money.lender and
a debtor to the contrary imposing res-
trictions on the freedom of repayment
shall be illegal and wvoid.

Explanation.—An agreement entered
into by a debtor prohibiting, either
absolutely or conditionally, repayment of
the principal or intercst dne under 4
loan until after the expiry of a certain
pericd of time shall be void.

25. Where a Jloan is advanced on a
registered documnent, the entire amount of
the loan, or as much of it as may be
pavable in cash, rhall be paid to the
debtor or his duly authorised agent in the
presence of the Sub-Registrar who will
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Tegister the document and the said Sub-
Registrar shall make an endorsement to
‘that effect o the document.

27. {1) The Provineial Government
may make rules for the purpose of ecarry-
ing out all or any of the purposes of this
Act. :

(2) In particular and without prejudice
fo the generality of the foregoing provi-
sioms, the Provincial Government may
make rules—

(@) prescribing the form of the
replster mentioned In sub-
section {1} of seetion 4 and the
particulars t0 be contained in
such a register;

(b) prescribing the form of the regis-
tration certificate mentioned in
sub-section (1) of section 5 ;

(¢) prescribing the particulars to ba
contained 1n an application
made under sub-section (1} of
section 5;

(d) prescribing the registration fee
to be paid on the appiications
made under sub-section (1} of
section 5 ; :

(¢) regulating th' levy of compound
interest in respect of loans and
the rates thereof;

(/) providing for and regulating the
supply of copies of the account
mentioned in clause (2) of
section 7;

{(g) providing for and regulating the
grant of periodical slatements
of account to a debtor signed
by the moneylender or his
agent showing the balance or
amaunt that might be outstand-
ing against such debtor on
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account of the principal and
interest at the time of furnish.-
ing the said statement and the
amount of every payment
received by the money-lender
in respect of the loan and the
date of such payment during
the period to which the state-
ment relates; ’

(#) prescribing the particulars to be
contained in & plaint in a suit
by a money-lender as defined in
clause (1) or clause (2) of sub-
section (7) of seetion 2

(?) for estimating the value of the
property under section 14; and

(7) the manner in which deposits
made under sub-gection (4) of
section 23 shall be disposed of.

. 28, The Madras Debtors’ Protection
Act, 1934, the Usurious Loans (Central
Provinees Amendment) Act, 1934, and
the Central Provinces Money-lenders Act,
1934, and section 3 of the Agency Tracts
Interest and Y.apd Transfer Aet, 1917,
in their application to the Province of
Orissa, are heroby repealed:
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S'I‘Z\TEMFNT OF OBJECTS AND REASON‘%

There ia at present ne lecal chactment reoula,tmg .the business of
mm&y-ken'hnrr Ar Qrizsg- Very high rates ol'interast arg current in
the province, and the Usurious Lioans Ack, 1918, which confrols coriain
aspects of tho trangactions of money-londers, ~does not give - adequate
reliefto debfors. “Fho need for legislation is felt to be urgent to give
somg mors relief to the large number of people who are at presend
compelled to pay exorbitant rates of interest: . This Bill is intended o
ensure that ‘nioney-lenders register themselves, maihtain proper acccunk:
and charge only reasonable rates of interest. lt is biséd on a dimilar
aneasure introduced in the Bihar Legislative Assembly.

B. N. DAS,
QuTrack:. 23rd August 1938. Member-in-churge.

C. G. NAIR,

Secretary to Government,
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The Central Provinces Moneylenders Act, 1934

(XIII of 1934), and the Rules framed there-
under

EXPLANATORY NOTE,

The Act in the main is an educative one, the chief object being
to protect the debtor from the consequences of his own ignorance.
It is not intended exclusively for the benefit of the debtors belong-
ing to the agriculturist class but the intention is that the greatest
benefit from it should be derived by them. With his account
periodically before him, the debtor will be more alert to the growth
of his liabilities and will have an opportunity of taking stock of
his position from time tc time. The provisions are simple to
follow and have been framed with a view to enable even the pet-
tiest moneylender to adapt his methods of accounting to them.

2. Under section 3 (1) of the Act the moneylender has to
maintain the account of each debtor separately in the usual way in
which he has been keeping it, and to send to the debtor regularly
every year at the time when accounts are usually closed for that
year, a statement in the form given in the schedule attached to
the rules framed under the Act, in the court Janguage of the district,
showing separately the various transactions entered into during
the period and also the interest on each loan advanced to him separately.
Governmemt has after ascertaining the time when accounts are
closed, laid,down in rule 10 the time when such statements should
be sent to debtors. The Act does not make it obligatory for the
debtor to admit or deny the accuracy of the accounts. In order
that the object of the Act should be fulfilled, it is essential that the
debtor should study the statements sent to him by the creditor
or have them explained to him.

3. The provisions of sections 3, 4, 5 and 6 do not apply to
loans advanced before the Act came into force. But if any transac-
tion in respect of such a loan is entered into after such date the
provisions will apply to that transaction. The Act also makes the
rule of “ damdupat "’ applicable in a modified form and empowers
courts to direct payment of decretal amount by instalments.



CENTRAL PROVINCES ACT No. XIII OF 1934
CENTRAL PROVINCES MONEYLENDERS ACT, 1934

[This Act has also been applied to Berar and shall come into force
on the st April 1935 in the Central Provinces and Berar,]

An Act to regulate the transactions of moneylending in the
Central Provinces.

WHEREAS it is expedient to make better provision for the regula-

. k h Preamble.
tion and control of the transactions of moneylending ;

AND WHEREAS the previous sanction of the Governor General,
required under sub-section (3) of section 80-A of the Govern-
ment of India Act, has been obtained to the passing of this Act;

It is hereby enacted as follows :—

1. (1) This Act may be cailed the Central Provinces Money- Short title,

lenders Act, 1934. extent and
(2) It extends to the whole of the Central Provinces. ment.

(3) 1t shall come into force on such date as the Local Govern-
ment may, by notification, direct. -

2. In this Act, unless there is anything repugnant in the pegnitions.
subject or context,—

(i) “bank” means a company carrying on the business
of banking and registered under any of the enact-
ments relating to ¢ mpani:s for the time being in
force in the United Kingdom or in any of the Colonies
or Dependencies thereof, or in British India, or
incorporated by an Act of Parliament, or by Royal
Charter or Letters Patent or by any Act of the Indran
Legistature ;

(ii) “ company ”’ means a company registered under any
of the enactments relating to companies for the
time being in force in the United Kingdom or any
of the Colonies or Dependencies thereof, or in British
India, or incorporated by an Act of Parliament, or
by Royal Charter or Letiters Patent and includes
Life Assurance Companies to which the Indian
Life Assurance Companies Adt, 1912, applies ;

(ii) ** co-operative society ”” means a society registeredsunder
the Co-operative Societies Act, 1912 ;

(iv) *“ court” includes a court acting in the exercise of-

' insolvency jurisdiction ;
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(B} if the court finds that the |.rovisions of clause («) of sub~
~ section (1) of section 3 or of section 6 have not beem
complied with by the moneylender, it shall, if the

plaintiff’s claim is established in whole or in part,

disallow the whole or any portion of the interest found
due, as may seem reasonable to it in the circumstances.

of the case and. may disallow costs; and

(¢} if the court finds that the provisions of clause (b) of sub
section (1) of section 3 have not been complied with
by the moneylender, it shall, in computing- the

amount of interest due upon the loan, exclude

every period for which the moneylender omitted duly

to furnish the account as required by that clause: -

Provided that if the moneylender has, after the time prescribed

in that clause, furnished the account and the plaintiff satisfies the
court that he had sufficient cause for not furnishing it earlier, the
court may, notwithstanding such omissions, include any such period

or periods for the purpose of computing the interest.

Explanation.—A moneylender who has maintained his account
and furnished his annual statements of accounts in the prescribed
form and manner shall be held to have complied with the provisions
of clauses (4) and () of sub-section (1) of section 3 in spite of any
errors and omissions, if the court finds that such errors and omissions
are accidental and not material and that the accounts have been
kept in good faith with the intention of complying with the provi-
stons of those clauses. E '

8. The provisions of sect’ons 3, 4, 5, 6 and 7 shall net apply
to any loan made before this Act comes into force :

Provided that, if any fresh transaction in respect of a loan made
before this Act comes into force is made after this Act comes into

force, such transaction shall be subject to the provisions of those
sections. ' .

9. Notwithstanding anything contained in any other enact-
ment for the time being in force, no court shall decree, in respect
of any loan made before this Act comes into force, on account of
arrears of interest, a sum greater than the principal of such loan,
unless it is satisfied that the moneylender has reasonable grounds
for not enforcing his claim earlier.

10. No court shall, in respect of any loan made after this Act
comes into force, decree on account of arrears of interest a sum
greater than the principal of the loan. '

1. The court may, at any time on the application of a judgment-
debtor, after notice to the decree-holder, direct that the amount
of any decree passed against him, whether before or after this Act
comes into force, in respect of a loan shall be paid in such number
of instalments and subject to such conditions on the dates fixed by it
a8, having regard ‘to the circumstances of the judgment-debtor
and the amount of the dectee, it considers fit. -
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12. (1) All rules for which provision is made in this Act shall Power to mike

‘be made by the Local Government and shall be consistent with this
Act.

(2) All rules shall be subject to the condition of previous
publication.

(3) In particular and without prejudice to the generality
of the foregoing power, the Local Governmcnt may make rules
prescribing—

{a) the manner and form with numerals in which statements
of accounts shall be furnished and the details to be
given in such statement under clause () of sub-
section (1} of section 3; and

(B} the manner in which copies of entries in the account
shall be certified under section 4.



RuLEs

Government has framed the following rules under sub-sections
(1) and (3) of the Central Provinces Moneylenders Act, 1934 (XIII

of 1934). The rules are intended both for the Central Provinces
and Berar ;—

Rul |. These rules may be called the * Moneylenders Accounts
ules .

2. 'They shall come into force on the [st April 1935.

3. In these rulee, unless there is anything repugnant in the
subject or context ‘' the Act” means the Central Provinces Money-
lenders Act, 1934.

4. The statement of accounts prescribed in: clause (4) of*
sub-section (1) of section 3' of the Act, shall be furnished to th.g:
debtor in the court language of the district, in the form shown 1h
the schedule hereto annexed. a

Nors.—Government does not assume any responsibility for supplying to
creditors the forms they may require and each creditor should make his own arrange-
ments for obtaining such forms as he may require, to enable him to send the state-
ment of accounts to his debtor in due time.

5. The numerals to be used for the purpose of making en-
tries in the statement shall be the same as those ordinarily used
with the particular language employed.

6. The name znd address of the debtor, and, in the case of
joint-debtors, of each joint-debtor, shall be entered at the head
of the account maintained by the creditor in accordance with sub-
section (1) of section 3 of the Act.

7. In column | of the account will be shown so far as is pos-
sible the exact date on which the transaction took place.

8. The rate of interest as agreed on by the parties for each
advance, whether in cash or kind, shall be shown in words in the
column provided for the purpose in the form prescribed.

9. The value of repayments in kind and the amount ‘I’ppro-
priated from all repayments to principal and interest separately,
shall be shown in the column provided in the prescribed form,.
on the date on which the transaction actually took place.
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ib. The statement shall be sent to the debtor within oné

month of the date or time specified below according to the area
in which he resides : —

Area. Date or time.

..| Divali {for cash accounts). Vaishekh Badi
30 {for grain accounts).

3
|
1
{
|
Nagpur cvil district |

Wardha eivil district ‘ Do. doa.
Jubbulpore civil district . l Do do.
Hoshangabad civil district | Do. do.
Chhindwara civil district Do do.
Nimar civil district .. Do. do.
Raipur civil district - De. do
. East Berar civil district o Do."} EEET do.
West Berar civil district . Do. #r % | EF do.

J1. Every statement shall be prepared and maintained in
duplicate ; one copy shall be retained by the creditor and cne copy
sent to the debtor in accordance with rule 10 and in the manner
hereatter prescribed.

12. Entries in the statement relating to the amount and date
of the loan, and the rate of interest, the appropriation of repay-
ments, etc., shall tally with the entries made in the accounts main-

tained by the creditor in accordance with the provisions of the
Act.

13. One copy of the statement of accounts shall be sent to
the debtor at his cost in accordance with the provisions of rule
11, by sending it by registered post, acknowledgment due, to the

address entered at the head of the account in accordance
with rule 4.

Where there are two or more joint-debtors the statement of
account shall, in the absence of any contract to the contrary be

furnished to the joint-debtor who signs first in the document
relating to the loan in question,

14. Certified copies of the entries in the account shall be
admissible in evidence for any purpose in the same manner and
to the same extent as the original entries, only when they bear a
certificate, dated and countersigned by some person who has
examif®d and compared the copy with the original, to the effect
that *“ the copy is a true copy of the account as maintained by the

creditor and communicated to the debtor under the provisions
of the Act ™. ‘ -



The schedule above referred to—
Loan Account of .. .c.o. 800 Of .. ooe o o€QStE. o v uaare.  TESIdERCE. o vovenansas
Opening balance (if any)

Principal
Interest
JAMA. NAMA.
Repayment Appropriation. “ Advance in
Particulars of figures., figures. ]
repsyment, | _ Particulars of Rate
Daste, | whether cush Remarks. | Date, | advance in . of | Amount | Remarks.
or kind, in Kind words, whether Kind |interesat. of
words. Cash. | (num- | Princi- [ Interest. cash or kind, | Cash. | (num- intereat
berand |  pal. ber and charged.
weight). weight).
r
!
Principal. Interest. Balance outstanding on............[9

Add opening balance as above

‘Total .

GPN—543—BJD—-2}-6-35—1,000.

—— i o i

—— e e p——

(Signature) Creditor or Agent.

I



CENTRAL PROVINCES ACT No. XIII OF $936

The CENTRAL PROVINCES MONEYLENDERS
(AMENDMENT) ACT, 193

[Published jn the Central Proyimces wuwscees dated the Ist May 1936F
An Act to amend the Central Provinces Monevlender
: Act, 1934

WHEREAS it is expedient ‘to amend the Central Prov- Preamble:

C}'(fﬁm;t inces Moneylende{-s Act, 1934, in the wmanner hereinafger
o - »

1934, appearing;
AND WHEREAS the previous sanction of the Governor
General required under sub-section (3) of section 80-A of the
Government of India Act has been 'obtained to the nassing

of this Act;

It is-hereby enacted as follows :—

1. (1) THis Act may be called the Cential Provinces  Shorttitie, com-

Moneylenders (Amendment) Act, 1936. durmeione

{(2) It shall come into force on such date as the Local
Government may, by notification, appoint in this behalf and
shall remain in force for four years from that date.

2. After clause (viii) of section 2 of the Central Prov- Amendment of

C. P, Actinces Moneylenders Act, 1934 (hereinafter referred to as the ie:tnﬁrfni'f ;%‘. P.
X 3;{'{- said Act), the following clause shall be inserted, namely :—

“(ix) ‘ Sub-Registrar’ means a2 Sub-Registrar appointed

Xlgasoi under the Indian Registration Act, 1908.”

3. After section [} of the said Act, the followine section Insertion of sec-

shall be inserted, namely :— T?ﬂ; ”']B:'.ELI.'SJ
i1-F, C. P. Act
XI1I of 1934,
“11-A. (I) Every Sub-Registrar shall maintain a register Register of
of moneylenders in such form anc_l containing such "particulars moneylenders.
as may be prescribed. 3

" (2) Such register shall be deemed to be a public docyment
lof 1872.‘ within%he meaning of the Indian Evidence Ag:t, 1872,

""*‘g] !—ﬁ. (1). Every jmoneylendér shall register himself ‘as Registration of
=2 moneylender by an application made to the Sub-Registrar gg:eylepden m&e
of any sub-district of the district or districts in which the cate.

rincipal place of business of such moneylender or a branch
ﬁ‘lCI’COf is situate and, on such registration, the SubsRegistrar
shall grant a registration certificate to the moneylender jn

such form as may be prescribed.

[Price—Anna One;



+ (2) Every. application made under sub-section T1) shall
bg in writing and shall contain such particulars as may be
prescribed.

Registration fee. 11-C.  Any person who makes an application for registra-
tion under section |{-B shall pay such registration fee, not
exceeding cighteen rupees, as may be prescribd for
the district in, which it is granted and such fee shali be
payable by means of court-fee stamps affixed to the application :

Provided that the Local Government may, by rotificationy
:xempt any class of persons from the payment of the registration
fee either generally or for any specified area.

Duration of 11-D. A registration certificate granted under secton
reBlstmtion certifi- 11_B shall be in force for four years from the date of the
’ tegistration,

to carry out 11-E. (I) No luvuvyivnuns oneun, aiter the expiration of
bpdiness  witholt tfree months from the date on which this section is  brought
registration certifi- . . . . .o,
cate, into force, carry on his business as moneylender in any district
without obtaining 2 registration certificate under section 11-B
for such district.

"$enalty. (2) Whoever contravenes the provision of sub-section (1)
shall be punishable with fine which may extend to fifty rupees,
or, if he has previously been convicted of an offence under
that sub-section, with fine which may extend to one hundred

rupees. *
Composjtion  of 11-F. (1) The Deputy Commissioner may accept from
fences, any person who has committed an offence against sub-section

(1) of section |1-E a sum of money npt exceeding one hundred
rupees by way of composition for such offence. .

(2) On *payment of such sum of money, the person who
has committed an offence, if in custody, shall be discharged,
and no further proceedings shall be taken against him in regard
to the offence so compounded.”

. Amend’?en(t: l«;l 4. »After clause () of sub-section (3) of section 12 of the
f;n)%?n of 1934, said Act, the following clauses shall be inserted, namely :—
(¢) the form and Rarticulars of a register under section
’ 7 ll 'A;
(d) the form of registration certificate under section
11-B (1),
(¢) the tarticulars of an application under sectior
i I'B (2): and l
%

the registration feg under section ||-C.”

GPN —720—L8~2-7-36—1 .{50.
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PUBLISHED BY AUTHORITY

No. 201 MADRAS, TUESDAY EVENING, OCTOBER 17, 1939

Part V—Proceedings of the Madras Legislature

CONTENTS
| mmdfas Pawnbrokers Bill , r:g
EUPPLEMENT : ) .
_Act No. XXII of 1930—Madras Co-operative Land Morigage Banks (Amendment)—Telugn, -

Bill to be introduced in the Legislative Ag“::;;:
of the Province of Madras.

~ Under the proviso to rule 73 of the Madras £32°0bb
Raules, the following Bill, together with the Statement
of Objects and Reasons, is published for general

information :—

4 Bill lo regulate and conlrol the business of
. paunbrokers in the Province of Madras, ~

WraeREAS it is expedient to make provision for the

regulation and control of the business of pawnbrokers

ini the Province of Madras; It is hereby enacted as

follows :— o e

. 1. (1) This Act may be called the Madras Pawn- sno

brokers Act, 1939, axie
"' (2) It extends to. the wholp of the Province of ™es

e [ 323



(3) “company” means & company—

(5) “ interest ” does not include any sum law-

-

{3) This section shall come into force at once,
and the Provincial Government may, from time to
time, by notification in the Fort St. George Gazelte,
apply the remaining provisions of this Act to the whole
or any portion of the Province of Madras from such
date as may be specified in the notification, and may
cancel or modify any such notification, - o

‘Definitions. 2. In this Act, unless there is anything repugnant
in the subject or context— .
{1) *“ City of Madras ™ includes all places within

‘the local limits of the ordinary original juris-
diction of the High ‘Court of Judicature st
Madras ;

2) * Commissioner of Police ” means the Com-

missioner of “Police for the City of Madras
appointed under section 5 of the Madras City

 Police Act, 1888, or any person appointed by ITIof13s8.

the Provincial Government to perform the

duties of the Commisgioner of Police,under

this Act ; -~

(a) registered under any of the enactments
relating to companies for the fime being
in force in the United Kingdom or in any
of the British Dominions, or in any of the
Colonies or Dependencies of the United
Kingdom, or in British India, or in any
State in India ; or

{b) incorporated by an Act of Parliament or
by Royal Charter or Letters Patent or by
any Act of the Indian Legislature ;

(4) *° co-operative society ” means a society

registered or deemed to be registered under the

Madzras Co-operative Societies Act, 1932 ; %‘:’,‘;,?2"_"’

fully charged in accordance with the provi-
sions of this Act by a pawnbroker for oron
account of charges, but save as aforesaid,
includes any amount, by whateoever name
called, in excess of the principal, paid or
payable to a pawnbroker in consideration of
or otherwise in respect-of a loan ; '

8) “loan” means an advance of money or in

kind at interest, and includes anv transaction



XXIV of
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which the Court finds in subatance 0 amount
to such an advance, but does not include—

i} a deposit of money or other property in 4
Government Post Office Savings Bank or
in & company or with a co-operative society ;

ii) an advance made by & company or a

- co-operative societ

(Jii) an advance matfr; by Government or by
any person authorized by Government %o
make advances in their behalf, or by any
local authority ; :

iv) an advance made by a.ny person bona fide
caITying on any business, not having for ite
. primary object the lend.mg of money, if
such loan is advanced in the regular course
of such business ; and

v¥) an advance made by a landlord to his
tenant, by a lessor to his lessee, or by one
partnerin cultivation or co-sharer to another
~_for the purpose of carrying on agriculture ;
(+) “ pawnbroker” means a person who carries
on the business of taking goods and chattels
in pawn for a loan.. ‘
Explanation.—Every person who keeps a shop
for the purchase or sale of goods or chattels
and who purchases goods or chattels and pays
or advances thereon any sum of money, with
or under an agreement or understanding ex-
pressed.or implied that the goods or chattels
may be afterwards repurchased on any terms
iy a pawnbroker within the meaning of this
huse :
o, “pawner” means a person delivering an
-aTticle for pawn to a pawnbroker ; .
(9) “ pledge ” means an article pawned mth &
- pawnbroker ;
(10) pnescnbed »  means “prescribed by rules
made under thls Act; '
(11) * principal”. in relation to a loan means
the amount actually lent to the pawner ;
(12) “ Superintendent of Police ” means a Dis-
trict Superintendent of Police appointed under
the Madras. District Police Act, 1859, or any
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person. appomntea DY TO6 : FTOVINCIAL GOVern-
‘ment to perform the duties of the Superintend-
ent of Police for the purposes of this Act ; a.nd

(13) “ year "’ means the financial year.

toobtain - - 3 (1) No person shall, after the expiry of three
Licenoo months from the date on Whlch the provisions of this
sonuallys  Act (other than section 1) come into force in any area,
catry on or continue to carry on business as a pawn-
broker at any place in such area, unless he has obtained
a pawnbroker’s licence under this Act.
Explanation.—Where a pawnbroker has more than
one shop or place of business, whether in the same
town or village or in different towns and villages,
he shall obtain a separate pawnbroker’s licence in
respect of each such shop or place of business.

. (2) Every pa.wnbroker s licence granted under
this Act shall expire on the last day of the year for
which it was granted, but may be renewed from year
0 yoar.

wramsoa 14, (1) Every apphc&tlon for a pawnbroker s-licence
licences., shar]l be in writing and shall be made— :

(a) if the shOp or place of business for which
the licence is -applied for is situated in the
City of Madras, to the Commissioner of
Police or to any of the Gazetted officers
subordinate to, and a.uthonzed by, the
Commissioner ; and
) if such shop or place of bustness is situated
at any place outside the City of Madras,
to the Superintendent of Police of the district
in which the shop or place of business js
situated. or to any of the Gazetted -officers
subordinate to, and authorized by, the
Superintendent.

(2) The licence shall not be refused excepb on
oneé or both of the following grounds, namely :—

(a) that the applicant has failed to produce
sagsfactory evidence of good - character
an

{b) that the shop or place at which he mtends
“to carry on the business of a pawnbroker
or any adjacent house or shop or place,
owned or occupied by him, is frequented
by thieves or persons of bad. character. '
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(3) Every licence shall be granted in such form
wnd- subject to such. conditions as may be prescribed
wnd on payment of such fee not exceeding twenty-
ive rupees as the Provincial Government may, from
ime to time by notification in the Fort St. GQeorge
Jazelle determine.

5, Every pawnbroker shall— g v

{a) always keep exhibited in large characters their name
over the outer door of his shop or place of busi- g5o" °h°P"
ness his name with the" word Pawnbroker,
in the chief language of the locality ; and

(b) always keep placed in a conspicuous part
of his shop or place of business so as to be
legible to all persons resorting. thereto the
information required tc be printed on pawn-’
tickets by rules made under this Act, in the
chief language of the locality.

6. (1) No pawnbroker shall charge interest in Interest aad
~espect of a loan on a pledge at a Tate exceeding six m
ind & quarter per cent per annum simple interest, topaws
shat is to say, at a rate exceeding one pie per rupee per "o
nensem simple interest, or one anna per rupee per
nnum simple interest.

(2) A pawnbroker may demand and take from
the pawner such charges and in such cages a8 may be
prescribed. -

(3) A pawnbroker sha.ll not dema.nd or take from
the pawner any profit, interest, charge or sum what-
joever, other than the mtserest due to him and the
.rharges, if any, referred to in sub-section (2)

‘1. Every pawnbroker shall on taking a pledge in Eswn.
wn give to the pawner a pawn-ticket in the pre- begiven to -
scribed form, and shall not take a pledge in pawn vawaer.

unless the pawner takes the pawn-ticket.

8. (1) The holder for the time being of a pawn. Perven
Blcket shall be presumed to be the person entitled to “:‘;’!:gh
redeem the pledge, and subject to the provisions of presumed
this Act, every pawnbroker shall, on payment of the 229, .
pnnclpal and interest, deliver the pledge to the person redeem the
producing the pawn- tlcket and he is hereby indemni. P

lied for so doing.
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(2) Except as otherwise expressly provided in
this Act, a pawnbroker shall not be bound to deliver
bacL} % pledge uniess the pawn-ticket for it is deliverad

9. (1) The following provisions shall have effect,
in respect of loans not exceeding two hundred and fifty
wnsrs nod- rupees in each case, for the protection of owners of
articles pawned, and of pawners not having their pawn-
-tickets to produce :—

(a) Any person claiming to be the awner of
a pledge but not holding the pawn-ticket,
or any person claiming to be entitled to hold
a pawn-ticket, but alleging that the same has
been lost, mislaid, destroyed, or stolen, or
fraudulently obtained from him, may apply
to the pawnbroker for a prmted form of
declaration {which shall be in the preseribed
form), which the pawnbmker shall deliver
to him.

(0) If the appheant ‘delivers back to the
pawnbroker the declaration duly made before
any Magistrate or Judge by the applicant
and by a person identifying him, the appli--
cant shall have, as between hamself and the
pawnbroker, all the same rights and reme-
dies as if he had produced the pawn-ticket =

rovided that such a declaration shall not be
effectual for that purpose unless it is duly
made and delivered back to the pawnbroker
not later than on the third da.y after ‘the
day on which the form was delivered to
the applicant by the pawnbroker.

¢) The pawnbroker is bereby rndeMd for
not delivering the pledge to any person
until the expiration of the period atoressid.

d) The pawnbroker is hereby further indemni-
fied for delivering the pledge or otherwise
acting in conformity with the decla.mtmn,
uniess he has had natice within the m

of the Transfer of Property Act, 1882, thatl
the declaration was fraudulent or was faldse
‘in any material particular. -
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{2) Any person making & declaration unde
sub-section (1), either as an applicant or as identify-
ing an applicant, knowing the same to be false in any,
material particular, shall be punished with imprison-
ment for a term which may extend to six months
or with fine which mav extend to one hundred ruvees
er with both.
th (1) Every pawnbroker shail— Pawnbrokess
_ ‘ to keop
{#) regularly record and maintain or cause books, give
~ to be recorded and maintained in a pledge ™.
 book in the prescribed form, an account
~showing for each pawner separately—

(i) the date of the loan, the amount of the
principal of the loan, and the rate of
interest charged on the loan per cent

| per annum Or Per rupee per mensem or
per rupee per annum ; _ ,

it) the amount of every payment received
by the pawnbroker in respect of the
loan, and the date of such payment ;

{iii) a full and detailed description of the
article or of each of the articles taken
inpawn;. - .

(iv) the time agreed upon for the redemp-
tion of the pawn; and
(v) the name and address of the pawner,

"~ and where the pawner is not the owner
.of the article or of any of the articles
pawned, the name and address of the
owner thereof ; :

(v) keep and use in his business the following
" documents and books (which shall be in
the prescribed.form) and enter therein from
time to time, as occasion requires, in a fair
and legible manner such particulars and in
nccordance with such dirgctions as may be
prescribed :— ﬁ
(iy Pawn-ticket ;
(i) Sale book of pledges, -
(iii) Declaration where pledge is claimed
by owner ; :
~(iv) Declaration of pawn-ticket lost ; and
{v) Receipt on redemption of pledge ;
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{c) give to the pawner or his agent a receipt
for every sum paid by him, duly signed and,
if necessary, stamped at the time of such

yment ;

(d) on requisition in writing made by the
nawner furnish to the pawner or, if he so
‘equires, to any person mentioned by him
in that behalf in his requisition, a statement
of account signed by himself or his agent,
showing the particulars referred to in clause
() and also the amount which remains
outstanding on account of the principal
and of interest, and charge such sum as the
Provincial - Government may prescribe. as
fee therefor ; and

7) seal every article- of ]ewellery pa.wned
with his own seal and with the seal, if any,
produced by the pawner for the purpose,
the seals being opened only in the -presence
of the pawner or his agent at the time of
redemption of the pawn or if the pawner
fails to redeem the pawn, in the presence
of an Honorary Magistrate or a Government
servant at the time of sale of the pawn.

{2) Notwithstanding anythmg contained in the
Indian Evidence Act, 1872, & copy of the account ipris7z.
referred to in clause (@) of sub-section (1), ocertified
in such manner as may be prescribed, shail be admissi-
ble in evidence in the same manner and to the same
extent as the original account. '

(3) A pawner to whom a statement of account
has been Turnished under clause {(d) of sub-section (1)
and who fails to object to the correctness of the account
shall not, by such faijlure alone, be deemed to hve
admitted the correctness of such account. -
(4) In the pawn-ticket furnished to the pawrer,
in the receipt given under clause (c) of sub-section (1)
a.nd in the statement of account furnished under
clause (d) .of that sub-section, the ﬁguras shall be
entered only in Arabic numerals. -

‘Lisbilityof {1, (1) Where a pledge is destroyed or damaged by
Incasmof  oOr in consequence of fire, the pawnbroker shall never-

fire. theless be liable, on application - made - within the
period during which the pledge womld have haean
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redeemable, te pay the value of the pledge, after
deducting the amount of the principal and interest,
such value to be the amount of the principal and
interest and twenty-five per cent on the amount of the
?rincipa.l.

(2) A pawnbroker shall be entitled 10 msure to
the extent of the value so estimated.

12, If a person entitled and offering to redeem a Compensa-
pledge shows to the satisfaction of a Civil Court having tionfor de
jurisdiction to entertain a suit for such rédemption Sfpledge.
that the pledge has become or has been rendered of
less value than it was at the time of pawning thereof
by or through the default, neglect or wilful mis-
behaviour of the pawnbroker, the Court may, if it
thinks fit, award reasonable compensation to the
owner of the pledge in respect of the damage, and the
amount awarded shall be deducted from the amount
payable -to the pawnbroker, or shall be paid by the
pawnbroker (as the case requires} in such manner
as the Court dirécts.

~ 18. (1) Any pawnbroker who actually advances puymoroxs
an amount less than that shown in the pawn-ticket-advancing
or in his-accounts or registers or who takes or receives oo
intorest or any other charge at a rate higher than that reesiving
shown in the pawn-ticket or in his accounts or regis- fsrer, .
ters shall be punished with fine which may extend shat speci-
to five hundred rupees. -~ . = : fedin
. (2) If a pawnbroker is convicted of an’ offence bppunish-.
under sub-section (1) after having been previously
convicted of such an offence, the Court convicting

him may order his licence as a pawnbroker to be
cancelled.

_14.. A pawnoroker wono— " verwam
(1) takes an article in pawn from any person S¥ir oot

appearing to be under the age of fourteen :aounbl.;ha b

. years, or to be intoxicated ; or

(2) purchases or takes in pawn or exchange a

- pawn-ticket issued by another pawnbroker;
ar

(3)- employs any person under the age of sixteen

 years to take pledges in pawn ; or
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(4) under any pretence purCh;ises, excopt ab a
public auction, any pledge while in pawn
with him; or -

(5) suffers any pledge while in pawn with him
to be redeemed w1th a view to his purcha.smg
it or

(6) makes any contract or agreement with any
_person pawning or. offering to pawn - any
‘article, or with the awner thercof, for the
purchase, sale, or disposition thereof within
the time of redemption ; or

(7) sells or otherwise disposes " of any pl\edge
pawned with him except at such time a.nd in
such manner as is authorized by this Act ;

gshall be punished with imprisonment for a term
which may extend to six months or with fine which
lfmy extend to one hundred Tupees or with both. =

1 15.(1) Any person who— o
' .{a) offers to a pawnbroker an " article by way
of pawn, being unable or refusing to give
a satisfactory account of the means by which
- he became possessed of the article ; or |

(b) wilfully gives false information to a pawn-
‘broker as to whether an article offered by
him in pawn to the pawrbroker is his own
property or not, or as to his name and address,
or.as to the name and address of ﬁhe owner
of the article ; or -

(c) not heing entitled to redeem, and not having
any colour of title by law to redeem, a pledge,
attempts or endeavours to redeem the same ;

shall be punished with imprisonment for s term
which may extend te six months or with fine which
may extend to one hundred rupees or with both.

(2) In every case falling under sub-section ( 1),
and also in any case where, on an article being offered
in pawn, for sale, or otherwise, to a pawnbroker he
reasonably suspects that it has been stolen or otherwise
illegally or clandestinely obtained, the pawnbroker
shall, in the absence of reasonable excuse, inquire
into the name and address of the person concerned.
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and seize and detain such person and the article, if
any, and forthwith communicate to the nearest police
station the facts of the case and shall deliver the person
and the article, if any; seized to the police.

(8) To every pawnbroker licensed under this
Aect, a list of properties believed to have been stolen
shall be delivered by the Police and it shall be the
‘duty of such pawnbroker upon any article answering
the description of any of the properties set forth
in any such list being offered to him in pawn, for sale
or otherwise, to proceed in accordance with the provi-
sions of sub-section (2). ~

" 16. (1) Whoover contravenes any of the provi- General

sions of this Act or of any rule or of any terms or Pensltyfer
conditions of a licence made or granted thereunder ion of Ast
ghall, if no other penalty is elsewhere provided in -this ®%-
Act for such contravention, be punished with fine
which ‘may extend to fifty rupees and, if such person
has been previously convicted whether under this
gection or any other provision contained in this Act,
with fine which may extend to one hundred rupees,

_ (2) Any person who after having been convicted
of the offence of carrying on, or continuing to ca
on, the business of pawnproker in contravention of
the provisions of section 3, continues fo commit the
same offence in the same year, shall in addition to
the fine to which he is liable under sub-section (1),
“be punished with a further fine which may extend to
ten rupees for each day after the previous date of
conviction during which he continues so to offend.

(3) Any Court convicting a pawnbroker of a
contravention of the provisions of clause (¢) - or clause
(d) of sub-section (1) of section 10, may direct him
to furnish a receipt or statement of accountin accorde
ance with the provisions of thaf clause, and if the
pawnbroker fails to comply with the direction, the
Court may.order his licence as a. pawnbroker to be
cancelled. s . . :

17. No Presidency Magistrate not being a salaried Jurisdistion
Presidency Magistrate and no other Court inferior *%~

to that of a Magistrate of the second class shall trv

any offence against this Act, -
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18. Any Police officer may arrest without a warrant
‘any person committing in his view an offence against
this Act. | '

19. Where a pawnbroker is guilty of an otfence
against this Act (not being an offence against any
provision of this Act relating to licences), any contract:
of pawn or other contract made by him, in relation
to his business of pawnbroker, shall nevertheless not
be void by reason only of that offence, nor shall he

wertain cams. by reason only of that offence, lose his lien on or right

f’oworto

make rules.

to the pledge or to the loan and the interest and other
charges, if any, payable in respect thereof : '

. Provided that if a pawnbroker fails to deliver
to the pawner a pawn-ticket as required by section
7 or fails to give to the pawner or his agent a receipt
as required by clause (¢) of sub-section (1) of section
10 or to furnish on a requisition made under clause (d)
of that sub-section, a statement of account as required
therein within one month after such requisition has
been made, the pawnbroker shall not be entitled to
any interest for the period of his default :

Provided further that if in any sunit or proceeding
relating to a loan, the Court finds that a pawnbroker
has not maintained accounts as required by clause
(&) or clause (b) of sub-section (1) of section 10, he shall
not be allowed his costs.

20. (1) The Provincial Government may, after
previous publication, make rules to carry out the
purposes of this Act. |

(2) In particular and without prejudice to the
generality of the foregoing power, such rules may
provide for— 7
(a) all matters éxpressly required or allowed
" by this Act to be prescribed ;

(b) the form of, and the particulars to be
contained in, an application for a pawn-
broker’s licence under this Act; and

(¢) the form and the language in which
books, accounts and documents specified
in this Act shall be recorded, maintained,
kept or used,
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(3) All rules made under this section shall be
published in the Fort St. George Gazeite and on such
publication shall have effect as if enacted in this
Agct. . -

21. (1) In clause (2) of section 2 of the Madras Amendment
Madres At Debtors’ Protection Act, 1934, the words and figures ¥Ya7rs,
VI of 1938. «« nd includes a life assurance company to which 1985
Vief1912. the Indian Life Assurance Companies Act, 1912,
applies ” shall be omitted.
T (2)¥In any area to which the provisions of this
Act have been applied by a notification under sub-
. - section (3) of section 1, the provisions of the Madras
Madraa Aot Debtors’ Protection Act, 1934, shall, after the expiry
"of three months from the date of such application
and so long as such notification remains in force,
‘have effect subject to the following meodifications,
namely :— ‘ _
(i) in section 2, in clause (5), the words *‘ includ-
ing a pawnbroker ”’ shall be omitted ;
(ii) in the same section, clauses (8) and (9)
shall be omitted, and clauses (10) and
(11) shall be renumbered as clauses (8)
and (9) respectively ; ‘ '
(iii) section 4 shall be omifted ;
(iv) in section 5, after the word and figure
“gection 3" the word ‘“‘and”™ shall be
inserted, and the words, brackets and
figures “ and in the copy of the entries to be
delivered under sub-section {2) of section 4
shall be omitted ;-

(v) in sub-section (1) of section 6, the words,
brackets and figures “or by sub-section
(1) of section 4’ shall be omitted ;

(vi) in sub-section (2) of the same section,
tho words, brackets and figures “or if a
pawnbroker fails to deliver to the pawner,
a copy of the entries as required by sub-
section (2) of section 4 *’ shall be omitted ;

(vil) in sub-section (2) of section 8, the word
“ and ” shall be inserted at the end of clause
(a) and omitted from the end of clause (b) ;
(viii) in the same sub-section, clause (c¢) shall

be omitted ; and
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1x) after section ¥, the tollowing  section
shall be added, namely -—

“ 9. Nothing contained im this Act shall
be deemed to apply to pawnbrokers,
that is to say, to persons who carry on the
business of ta.kmg goods and chattels in
pawn for a loan,”

Amendment 22, (1) If the provisions of thizs Act have been

fm applied to the City of Madras by a notification under

- 1888, sub-gection (3) of section 1, section 28 of the Madras
City Police Act, 1888, shall after the expiry of three maaras acs
months from the date of such application and so long 1 of 1885.
a8 such notification i in force, have effect as if the
word “ pawnbroker ” occurring in four places therein
and the words ““ in pawn > were omitted,

. {2) Nothing contained in this Act shall be deemed
to exempt pawnbrokers from the operation of sectxon 66
of the Madras City Police Act, 1888. : 7 %3‘;’;

Savings. . 28, Nothing contained in this Aot sha.ll apply to
any loan advanced on a pledge in any area to which
the provisions of this Act have been applied by a
notification undersub-section (3) of sectlon 1 before the
expiry of three months from the date of such apph-
cation, and notwithstanding anything contained in
section 21 of this Act, the provisions of the Madras
Debtors’ Protection Act 1934, as they stood before Madms Act
such application, shall continue to apply to any such VI of 1935

loan.

STATEMENT OF OBJECTS AND. REASONS,

The object of this Bill iz to regulate and control the busi.
uess of pawnbrokers in this Premdency Many pawnbrokers,
especially in urban areas, are suspected of receiving stolen
property, and there is & marked reluctance on their part to
reveal the sources from which property is received by them.
The aceount books of some pawnbrokers are notw written
in & soript not current in this Presidency, and this adds con-
siderably to the difficulty of preventing them from makmg
an illegitimate use of their position. The Government consi-
der that the time has now arzrived for legislation requiring
pawnbrokers to take out licences and subjecting their opera-
iions to a due measure of control on the lines of the English
Pawnbrokers Act, 1872 (35 and 36 Vict. Ch, 93),
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- 2, The . provisions of the Bill will -extend only to such
portmns of the Presidency as may be notified by the Govern-
ment from time to time. The Government will algo have
power to withdraw the provisions from any area to which
they have been extended, if nacessmy for auch W1thdra.wal
is felt subsequently.

* 3. No person can carry on husiness as & pawnbroker after
a pericd of three months from the date on which the Bill is
brought into force in any area; unless he obtains & licence
from the Commissioner of Police in the City of Madras and
from the District Superintendent of Police in the mufassal.
The Commissioner or the District Superintendent may dele-
gate- the power of issuing licences to any Gazetted officer
subordinate to him. Licences will not be issued if the appli:
cants fail to produce satisfactory evidence of good character
or if the shops or other places in which they intend to carry
on business are frequented by thieves or persons of bad charac-

A separate licence is necessary in respect of each shop
pr pla.ce of buginess of a pawnbroker. The licence will be
an annual one but may be renewed from year to year. It
will be in such form and subject to such conditions as may
be prescribed by the Government. A fee not exceeding'
Rs. 25 per annum is to be charged for the licerce.

4. Advances made by the Government or any local autho-
rity, by a company or & co- operative society, by any person
bons fide carrying on business not having for its primary
object the lending of money, by a landiord to his tenant; by
a lesgor to his lessee, and by one partner in clﬂtlva.tlon or
co-sharer to another for the purpose of earrying on agriculture
have been excluded from the scope of the Bill on the analogy
of section 2 (7) of the Madras Debtors’™ Protection Act, 1934
(Madras Act VII of 1935).

5. The interest which may be charged by pawnbrokem
is limited to 6} per cent per annwm simple interest. - Pawn-
brokers will also. be entitled to recover charges in such cases
and ab guch rates as may be ptmnbed by the Government.
Power has been taken to make rules for presoribing the
langua,gea in wlnch books aecounts and documents ghall be
kept. = -

6 In other respects, the Bill follows mainly the provisions
_of the English Pawnbrokers Act.

7. Suitable amendments have been made in the Madras
Debtors’ Protection Act, 1934, and the Madras City Police
“Agt, 1888, These a.mendments will be in force in the areas
to which the provisions of the Bill have been extended by
notification, and. so long as such notification is in force.

8. The notes on clauses explain in detail the object 'of ths
Ihore important clauses of the Bill.
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- NotEs o5 CrLAUSES,

Clause 2 (1).—This incorporates the ~definition of ** City
of Madras ” contained in section 3 of the Madms City Police
Act, 1888 (Madras Aot ITI of 1888).

Clause 2 (3).—This is based on the deﬁmtlon of company”
found i section 2 (2) of the Madras Debtors’ Protection Act,
1934 (Madras Act VII of 1935). The last paragraph of that
definition which refers to “‘ a life assurance company to which
the Indian Life Assurance Companies Act, 1912, applies’
has however been omitted in view of the Insurance Act,
1938 (India Act 1V of 1938) which has been recently enacted.

Clause 9 (5).—This is based on the definition of * interest **
in section 3 (6) of the Madras Debtors’ Protection Act.

- Clause 2 (7).—The definition of *‘ pawnbroker ” follows
section 2 {8) of the Madras Debtors’ Protection Act. The
Explanation is modelled on section 6 of the English Pawn-
brokers Aet (35 and 36 Viet. Ch. 93).

Clause 2 (8).-~This follows the defimition of pawner
cohtained in section 2 (8) of the Madras Debtors’ Protection
Act.

‘Clause 3. ——The Explanation to sub-clause (1) makes it
clea.r that a separate pawnbroker’s licenve should be obtained
in respect of each shop or place of business of the pawnbroker.

Clause 4.—Sub-clause (2) is ba.sed on seotion 43 of the
English Act.

Clause 5.—This is ba.sed on sectlon 13 of the English
Act,

Clause 6.—Sub-clause (1) limits the interest to be charged
to 6} per cent per annum simple interest. Sub-clauses (2)
and (3} are based on section 15 of the English Act and prohibit
she receipt of any profit except {a) interest and (b} presoribed
sharges.

Clause 7.—This provides for a pawn-ticket bamg given
n all cases and is baged on seotion 14 of the English Act,

Clause 8—This provides that the person producing the
sawn-ticket ghall ordinarily be deemed to be entitled to redeem
‘he pledge. It is based on sections 25 and 26 of the English
Act, :

Clause 9.—This makes proviaio'n for the case of owners
f the property pledged and of pawners who have lost or
nislaid thewr pawn-tickets and is based on section 29 of the
Snglish Act. The clause is limited to loans nob. exceeding
Rs. 250 in each case.
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- Clause 10 (1).—This provides for the keeping of accounts
and other books, the furnishing of receipts and statements
of accounts and the sealing of articles of jéwellery which are

pawned. The sub-clause is based on section 12 of the English
Aot and the 3td Schedule thereto and also on sections 3 (1)
and 4 (1) of the Madras Debtors’ Protection Act, 1934.

Clause 10 (2), (3) and (4).—These are based on sections
3 (2), 3 (3) and 5 respectively of the Madras Debtors’ Protec-
fion Act,

- Olause 11.—This provides for the lmbﬂlty of the pawn-
broker in case the pledge is destroyed by fire and ig based on
section 27 of the English Act,

Clause 12.—This provides for compensation to the pawner

in case the pledge becomes depreciated on account of the
default or neglect of the pawnbroker and is based on section
28 of the English Act,

Clause 13.—Thia penalizes a pawnbroker who advances
a smaller amount than that shown in the pawn-ticket or in
his aceounts or registers or who takes or receives interest
or other charges at a rate higher than that shown therein,
A repetition of the offence may entail the cancellation of the
pawnbroker’s licence. The provisions of this clause are in
part based on section 38 of the English Act. ‘

Clause 14.—This penalizes certain acts of the pawnbroker
and is based for: the most part on section 32 of the English
Act.

Clause 15.—Sub-clause (1) makes certain acts of pawners -

punishable and is baged on section 34 of the English Act.

Sub-clause (2) provides for the seizure by a pawnbroker
of any article offered to him in pawn, for sale or otherwise,
if the pawnbroker believes it to be stolen or otherwise illegally
or olandestinely obtained, and also for the detention of the

person offering such artxele _ A report is to be made at the

nearest police station where the person and the article seized
are to be delivered to the Police.

Sub-clause (3) provides for the delivery of a list of
stolen properties to pawnbrokers by the Police and for the
pawnbroker seizing any such article, if offered to him, and
detaining the person offering it, making & report to the Pohce
etc., as provided in sub-clause (2). This iz based on seetwn
28 of the Madras City Police Act, 1888,

- Clause 16,—8Sub-clause (1) provides a penalty for contra-
;nent;;:mg lﬁ'j' the Bill for which no pena.lty 18 provided elsewhere
(. ]

[
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Sub-claes (2) providss for the imposition of an additional
daily fine where a pawnbroker’s businegs is carried on in
contravention of the provigions of clause 3 of the Bill. :

Sub-clause (3) provides for a Court which convicts a pawn-
broker for failure to furnish & receipt or statement of account
directing the pawnbroker to furnish such receipt or statement.
If the account is not furnished, the pawnbroker’s hcenoe may
be cancelled by the Court,

Clsuse 17 provides that only salaried Presidency Magis-
trates and Courts not inferior to the Court of a Magistrate
of the second-class shall try offences against the Bill.

Clause 18 empowers police officers to arrest w:thout '
warrant persons commjtting in thelr view offences a.ga.mst the
Bill.

Clouse 19.—This provides that the fact that -a pawn-
broker is guilty of an offence against the Act will not render
the contract of pawn void, unless the offence is one against
the provisions of the Bill rela.tmg to licences. -

The two provisos are based.on sections 6 (2) and 6 (1) ress -
pectively of the Madras Debtors’ Protection Act, 1934, and
‘provide that the pawnbroker shall not be entltled to interest
or to costs in the cases referred to therein. -

Clause 20.—This le% power to ‘the Government to’ m&ke
rules.

Clauses 21 ami 22.—These make eonsequentml a.mend-
ments in the Madras Debtors’ Protection Act, 1934 and, the
Madras City Police Act, 1888, respectively, - -

Clguse 23.—This makes it clear that loans advancedf
on pledges before the Bill comes into operation will be govern--
ed not by the Bill but by the pre-existing law.

(By order of His Excellency the tiovernor)

P. APPU NAIR, :
welary 1o Government. Leaal .Deamrtmm
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[he following Bill, together with the Statement of
Objects and Reasons, is published for the purpose of
eliciting opinion. Notice is hereby given that the said
Bill will be considered on or after the 13th September
1940 and that any objection or suggestion which may

be received with respect thereto before the said date

by the Secretary to the Government of Madras in the
‘Development Department, will be considered.

A Bill to regulate and control the business of Pawnbrokers
in the Province of Madras.

WHEREAS it is expedient to make provision for the
ulation and control (f the business of pawnbrokers

——

= Brovince of Madras ;

ERBogatPn under section 93 of the Government of India
5, assumed to himself all powers vested by or
said Act in the Provincial Legislature ;

EREAS the Governor of Ma,dmsA has, by a Pro- .
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Now, THEREFORE, in exercise of the powers so assumed
to himself, the Governor is pleased to enact as follows :—

Bt tities 1. (1) This Act may be callod the Madras Pawn-
commence. bTOkers Act, 1940.

(2) It extends to the whole of the Province of
Madras

: (3) This section shall come.into force at once,
and the Provincial Government may, from time to
time, by notification in the Fort St. George Quzette,
apply the remaining provisions of this Act to the whole
or any portion of the Province of Madras from such.
date as may be specified in the notification, and. may.
cancel or modify any such notification.

Defuitions. ‘9, In this Act, unless there is. a.ny'bhmg repugna.nt
_in the subject or context—_ -

(1) “ City of Madras includes all places within
the local limits of the ordinary original juris-
diction of the High Court of Judicature at
Madras;  _

2 “ Oommlssmner of Pohce ‘means the Com
misgioner of Police for the City of Madres
appointed under section 5 of the Madras City, o
Police Act, 1888, or any person appointed by II1 of 18ss.
the Provincial Government to perform the
duties of the Gommlssioner of - Police under
this Act ; : : :

(3) “ company” meanf_i a compa.ny—-'-' ' |
(a) tegistered under any of the enaetments

relating to companies for the time being
in force in the United Kingdom or in any
of the British Dominions, er in any of the
Colonies or Dependencies of the United

ngdom, or in Britisk Indm or m a.ny
State in India ; or

(b) incorporated by an Act of P&rhament or
by Royal Charter or Letters Patent or by
- any Act of the Indian Legislature; -

4) * co-operative soel_ety means a socxety
registered or deemed to be registered under the

Madras Co-operative Societies Act, 1932 ; v1ofm?§t



ATE, 13,°1940] FUKE 5. VOKGE WALE LYY -

(5

) ““interest ”’ does not include any sum law-
fully' charged in accordance with: the provi-
gions of this Act by a pawnbroker for or on
account of charges, but save as aforesaid,
includes any amount, by whatsoever name

‘called, in excess of the principal, paid or

(6

payable to a pawnbroker in' consideration of
or otherwise in respect of a loan ;

) “ loan ”* ‘means an advance of money or in

‘kind at interest, and includes any transaction

which the Court finds in substance to amount
to such an advance, but does not include—

(i) a deposit of money or other property in a

Government Post Office Savings Bank o1

- ina company or with a co-operative society ;
(i) an advance made by & company or a

co-operative society ; ‘ ‘

(ili) an advance made by Government or by
any person authorized by Government to
make advances in their behalf, or by any
local authority ; ‘

* (iv) an advance made by any person bona fide

- carrying on any business, not having for its

- primary object the lending of money, i

(7

such loan is advanced in.the regular course
of such business ; and o
(v) an advance made by a landlord to his
tenant, by & lessor to his lessee, or by one
partaer in cultivation or co-sharer to another
for the purpose of carrying on agriculture |

) “ pawnbroker ” means a person who carriee
on the business of taking goods and chattek
in pawn for a loan. : .

' Explanation.—Every person who keepd a Bhoil

for the purchase or sale of goods or chattels
and who purchases goods or chattels and pays
or advances thereon any sum of money, witt
or under an agreement or understanding

- expressed or implied that the goods or chattels

may be afterwards repurchased on any term:
is a pawnbroker within the meaning of thi
clause ;
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(8) * pawner”’ ‘means a person dehvermg an
article for pawn to a pawnbroker ;

(9) * pledge » ‘means an article pawned with a
pawnbroker :

(10) “ prescribed ’ means preacnbed by rules
made under this Act;

(11) “ principal 7 in rela,tmn to a loan means
the amount actually lent to the pawner;

{12) ** Superintendent of Police ™ means a Dis-
.. trict Superintendent of Police, appointed under

the Madras District Police Act, 1859, or any XXIng

‘person appointed by the Provincial Govern- !

ment to perform the duties of the Superin-

- tendent of Police for the purpeses of tlns Act ;-
and -

(13) “ year ” means the financial year.

3. (1) No person shall, after the expiry of three-
‘months from the date on which the prowsmns of this
Act (other than section 1) come into force in any area,
carry on or continue to carry on business as a pawn-
broker at any place in such area, unless he has obtained
a. pawnbroker’s licence under this Act.

- Explanation.—Where a pawnbroker 'has more
than one shop or place of business, whether in the same
town or village or in different towns and villages,
he shall obtain a separate pawnbroker’s licence in
respect of each such shop or place of business.

- (2) Every pawnbroker’s licence granted under
this Act shall expire on the last day of the year for
which it was granted, but may be renewed from year
to year. . o .

(l) Every application for a p&wnbrokers heenee :
shall be in writing and shall be made— -

{a) if the shop or place of business for which
the licence is applied for is situated in the
City of Madras, to.the Commissioner of
Police or to any of the Gazetted officers
subordinate to, and authorized’ by, the
Commissioner ; ‘and
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(b} if such shop or place of business is situated
at any place outside the City of Madras,
‘to the Superintendent of Police of the district:
in .which the shop or place of business is
situated or to any of the Gazetted officers
subordinate te, and authorized by, the
Superintendent. ' '

2) The licence shall not be refused except on
one or both of the following grounds, namely :—

(@) that the applicant has failed to produce’
satisfactory evidence of good character;
and .

(6) that the shop or place at which he intends
to carry on the business of.a pawnbroker
or any adjacent house or shop or place,
owned or occupied by him, is frequented
by thieves or persons of bad character.

- yv; Bvery licence shall be granted in such form
and subject to such conditions as may be prescribed
and on payment of such fee not exceeding twenty-
five rupees as the Provincial Government may, from-
time to time, by notification in the Fort St. Georage
Gazelte, determine.

5. Every pawnbroker shall— Pawnbrokers
(@) always keep exhibited in large characters jpormibit

over the outer door of his shop or place of busi- over shops,
ness his name with the wotd Pawnbroker, ®**
in the chief language of the locality ; and
w) always keep placed in a conspicuous part
of his shop or.place of business so as to be
legible to all persons resorting thereto the
information required to be printed on pawn-
tickets by rules made under this Act, in the
chief language of the locality.

|) No pawnbroker shall charge interest in Interest s
of a loan on a pledge at a rate exceeding six sjowed
quarter per cent per annum simple interest, to pawn-
0 8ay, at a rate exceeding one pie per rupee per b
. simple interest, or one anna per rupee per
QLZLLELERL Simple interest. S )
{2) A pawnbroker may demand and take from

the pawner such charges and in such cases as may be
prescribed.
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(3) A pawnbroker shall not demand or. take from
the pawner any profit, interest, charge or sum what-
-goever, other than the interest due to him and the
charges if any, referred to in sub- section (2)

T o C. Every pawnbroker sha.ll on ta.lnng a pledge in
begivento Pawn give to the pawner a pawn-ticket in the pre-
pswner,  geribed form, and shall not take a pledee in-vawn

unless the pawner takes the pawn-tickes.

Popeon 8. (1) The holder for the time being of a pawn:
;aw;ﬂﬂﬁet tlcket shall be presumed to be the person entitled to
preoumed  redeem: the plegdge, and subject to the provisions of
entitled o UI8 Act, every pawnbroker shall, on payment of the
rodeom the . principal and interest, deliver the pledge to the person
Piedee- ' producing the pawn. tlcket a.nd he is hereby indernni-

fied for so doing.

(2) Except as otherwise express:ly pmﬂded in
this Act, a pawnbroker shall not be bound to deliver
back a pledge unless the pawn-ticket for it is delivered
to hira.

Protection . 9. (1) The following provisions shall have effect.
andof ~ in respect of loans not exceeding two hundred and fifty
pewuersot rupees in each case, for the protection of owners of
pewns | articles pawned, and "of pawne.rs not having their pawn-
tikets, - tiekets to produce :— -~ -

(a) Any person’ clatmmg ta. be the “owner of
a_pledge but not holding the pawn-ticket,
or any person claiming to be entxt’led to hold
a pawn-ticket, but. alleging that the same has
been lost, mlslazd destroyed, or stolen, or
fmudulently obtained from him, may apply
to the pawnbroker for a prmted form of
declaration {which shall be in the prescribed
forl@lm}, which  the pawnbroker shall deliver
to him.

() If the appucant cenvers . pack .1 _the
pawnbroker the declaration duly made before
any Magistrate or Judge by the apphcantj
‘and by a persen identifying him, the appli:
cant shall have, as between hnnself and the
‘pawnbroker, all the same rights -and remé:
dies a8 if he had produced the pawnticket :



Provxded that such a declaration shall not b
effectual for that purpose unless it is dul
made and delivered back to the pawnbroke
not later than-on the third day after th
day on which the form was delivered to th
applicant by the pawnbroker.

{¢) The pawnbroker is hereby indemnified fc
not delivering the pledge to any perso
-until the expiration of the period aforesaid.

(d) The pawnbroker is hereby further indemn
- fied for delivering the pledge or otherwis
‘acting in conformity with the declaratior
unless he has had notice within the meanin
of the Transfer of Property Aeot, 1882, ths

. the declaration was fraudulent or was fah
- in any material particular.

(2) Any person making a deela.mtlon unds
sub-section (1), either as an applicant or a3 identify
ing an applicant, knowing the same to be false in an
material particular, shall be punished with imprisor
"ment for a term which may extend to. six montlt
or with fine which may extend to one hundred rupec
or with both =

10. (1) Every pawnbroker shall— awmbrokecs
{a} regularly record and mawvan or caUSe egergice-
to be recorded and maintained in-a pledge rmyes,ah..
book in the prescribed form, an account
-ghowing for each pawner soparately—
(i) the date of the lpan, the amount of the

principal of the loan, and the rate of

interest charged on the loan per cent

per annum OT Per TuUpee per meénsem or

per Tupee per annuim ;.

") the amount of every payment recewed.

by the pawnbroker in respect of the

loan, and the date of such payment ;

i) a full and detailed description of the

article or of esch of the artieles t&km

in pawn;

r) the time agreed upon for the mdemp-

tion of the pawn ; and - - -

)themme&ndaddressofthepam.

and where the pawner is not the ownep



'ORT ST. GEORGE GAZETTE . [Psar: IV:4

of the article or of any of the articles
pawned, the name and a.ddress of the
owner thereof ;

b) keep and use in his business the followi
documents and books (which shall be in
the prescnbed form) and enter therein from
time to time, as occasion requires, in a fair
and legible manner such particulars and in
accordance with such directions as may be
- prescribed :—
(i) Pawn-ticket; :
(i) Sale book of pledges
{iii) Declaration where pledgae is claimed
. by owner;
(iv) Declaration of pawn- tmket lost and
(v) Receipt on redemption of pledge; ©
., give to the pawner or his agent a receipt

for every sum’ p. id by him, duly signed and,
if necessary, stamped at  the tlme of’ such-

payment ; and

1) on  requisition in w'ntmg made by the
pawner furnish to the pawner or, if he so
requires, to any person mentioned by him
_in that behalf in his requisition, a statement
of account signed by himself or his agent,
showing the particulars referred to in ¢ ause
(0) and also the amount which remaina
outstanding - on account of the principal
and of interest, and charge such sum as the
Provincial Government m&yﬁpreaenbe a8
fee therefor. . R

'2) All records or entnes made in the books,

ts and documents referred to in sub-section

snall be either in English or in such language
the locality as may be prescribed y¥and all such
sks, accounts and documents and all pledges taken
by the pawnbroker shall be open to inspection at any
time by any Police Officer not below the ra.nk of Head

Constable, - |
(3) Noththstandmg anythmg wnta.moﬂ in tha

Indisn Evidence Act, 1872, a copy of the account
referred to in clause (@) ofsubsectlon(l),omﬁed
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in such ‘manner as may be prescribed, shall be
sdmissible in evidence in the same wmanner and. to:
the same extent as the original account. N

. (4) A pawner to whom a statement of aceount’
has been furnished under clause {(d) of sub-section (1}
and who fails to object to the correctnegs of the account
shall not, by such failure -alone, be deemed to have
admitted the correctness of such account. ‘

(5) In the pawn-ticket furnished to the pawner,
in the receipt given under clause (¢) of sub-section (1)
and in the statement of account furnished under
clause {d) of that sub-section, the fignres shall be
entered only in Arabic numergls. ed _ :

11. (1) Where a pledge iz destro, or damaged by Liability of -
or in consequence otP fire, the pawn{roker shall neverj: f’;ﬂﬁm
‘theless be liable, on application. made within the fire
period during which the pledge would have been
redeemable, to pay the value of the pledge, after
deducting the amount of the principal and interest,
such value to be the amount of the principal and
interest and twenty-five per cent on the amount of the
principal. =~ U7 : ,

(2) A pawnbroker shall be entitled to insure to
the extent of the value so estimated.
. 12, If a person entitled and offering to redeem a Cowpensa- -
pledge shows to the satisfaction of a Civil Court having :,‘,'::,ﬁfo?
jurisdiction to enfertain a suit for such redemption of pledge.
that the pledge has become or has been rendered of
less value than it was at the time of pawning thereof
by or through the default, neglect or wilful mis-
behaviour of the pawnbroker, the Court may, if it
thinks fit, award. reasonable compensation to, the
owner of the pledge in respect of the damage, and the
amount awarded shall be deducted from $he amount
payable to the pawnbroker, or shall be paid by the -
pawnbroker (as the case requires) in such manner
as the Court directs. .

13. (1) Any pawnbroker who actually advances Pawnbroker
an_amount less than that shown in the pawn-ticket “mac®
or in his accounts or registers or who takes or receives amount op.
interest or any other charge at a rate higher than that Fgm®
shown in the pawn-ticket or in his accounts or Tegiy- interest thay
ters ehall be gunished with fine which may extend P

to five hundred rupees. aseonmte o

ba nunish.
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(2) If a pawnbroker is convicted of an offence;.
under sub-section (1) after having been previously
convicted of such an offence, the Court convicting-
him may order his licence as a pawnbroker to ‘be
cancelled. _ '
14. A pawnbroker who- Cortain
(1) takes an article in pawn from any person wn;::;;
appearing to be under the age of fourteen %o be
years, or to be intoxicated ; or  punishable,

(2) purchases or tskes in pawn or excha.nge &
‘pawn-ticket issued by another pa.wnbroker '
or

{3) employs any person under the age of sixteen

- years to take pledges in pawn ; or

(4) under any pretence purchases, except ata
public auction, any pledge while in pawn
with him ; or

(5) suffers any pledge while in pawn with him
to be redeemed with a view to his purchasing
-it; or - :

(6) rakes any contract or &greement with any
person pawning or offering to pawn any
article, or with the ownmer thereof, for the
purchase, sale, cr disposition theroof mtmn
the time of redemption ; or

{7) sells or otherwise dlsposes of any pledge
pawned with him except at such time and in
such manner as is anthorized by this Aet ;

shall be punished with imprisonment for a term
which may extend to six months or with fine which
may extend to one hundred rupees or with both.

15. (1) Any person who— Gortain eck

- (@) offers 10 & paWnbroker an article by wayw
of pawn, being unable or refusing to give punishable-
a satisfactory account of the means by which

he became possessed of the article ; or

(b) wilfully gives false information to a pawn- -
broker as to whether an article offered by
him in pawn to the pawnbroker is his own:
property or not, oras to hisname and address,
or as to the name and address of the .owner
of the article ; or
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{¢) not being entitled to redeem, and not
having any colour of title by law to redeem,
a pledge, attempts or endeavours to redeom
the same ; - o
shall be punished with imprisonment for a term
which may extend to six months or with fine which
may extend to one hundred rupees or with both.

_ {2) In every case falling under sub-section (1),
and algo in any case where, on an article being offered
in pawn, for sale, or otherwise, to a pawnbroker he
reasonably suspects that it has been stolen or otherwise
illegally or clandestinely obtained, the pawmbroker
ghall, in the absence of reasonable excuse, inguire
into the name and address of the person concerned,
and seize and detain such person and the article, if
any, and forthwith communicate to the nearest police
station the facts of the case and shall deliver the person
and the article, if any, seized to the police.

(3) A list of properties believed to have been
stolen may be delivered by the police to any pawn-
broker licensed under this Act and thereupon it shall
be the duty of such pawnbroker—

(a) if any article answering the description
of any of the prorerties set forth in any
such list is offered to him in pawn, for sale,
or otherwise, to proceed in accordance
with the provisions of sub-section (2); and

(b) if any such article is already in his pos.
gession, forthwith to communicate to the
neaxest police station the facts of the case
(including full particulars as to the name
and address of the person concerned in the
delivery of the article to the pawnbroker)
and also, if so required by the police, to
deliver the article to sthem. o

. ave l) Whoever contravenes any of the provi- Genemi
sions of this Act or of any rule or of any terms or Eenalty fa
conditions of a licence made or granted thereunder tion of A
shall, if no other penalty is elsewhere provided in this ™

Act for such coniravention, be punished with fine

which may extend to fifty rupees and, if such person
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has been previously convicted. whether under this
section or any other provision contained in this Act,
with fine which may extend to one hundred rupees.

(2) Any person who after having been convicted

of the offence of carrying on, or continuing to carry
on, the business of pawnbroker in contravention of
the provisions of seetion 3, continues vo commiv the
same offence in the same year, shall in addition to
the fine to which he is liable under sub-section (1),
be punished with a further fine which may extend to
ten rupees for each day after the previous date of
eonviotion during which he continues so to offend. -
“ {8) Any Court convieting a pawnbroker of a
¢onfravention of the provisions of clause {¢) or.clause
(d) of sub-section (1) of section 10, may direct him
to*furnish & receipt or statéement of account in accord-
ance with the provisions of that clause, and if the
pawnbroker fails to comply with the -direction, the
Court may order his licence as a pawnbroker to be
cancgolled. B ' ' : - -

Jugisdictin 17, No Presidency Magistrate not being a salaried
vty ' Presidency Magistrate and no other Court inferior
to that of & Magistrate of the second class shall try

<. any offence against this Act. e S

Arrest with- 18, Any Police officer may arrest without a warrant

outwaranl. any person committing in bis view an offence against

this Act. T L . .

‘Contracts 19, Where a pawnbroker is guilty of an offence

voidon  ogainst this Act (not being an offence against any

sccount of provision of this Act relating to licences), any contract
offences but i PR .

interests _Of pawn or otber contract made by him, in relation

endcosts £ his business of pawnbroker, shall nevertheless not

allowedin D€ void by reason only of that offence, nor shall he

certain caces. by reason only of that offence, lose his lien on or right

to the pledge or to the loan and the irterest and other

charges, if any, payable in respect thereof : SR

' Provided that if a pawnbroker fails to deliver

to the pawner a pawn-ticket as required by section

7 or fails to give to the pawner or his agent a receipt

a8 required by clause (c¢) of sub-section (1) of sestion

10 or to furnish on a requisition made under clause (d)

of that sub-section, a statement of account &a required
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thereih v&i{shin one month éufber such requisition has
been made, the pawnbroker shall not be entitled to
any interest for the period of his default :

Provided further that if in any suit or proceeding
relating to a loan, the Court finds that a pawnbroker
has not maintained accounts as required by clause
(a) or clause (b) of sub-section (1) of section 10, he shall
not be allowed his eosts. oo _

20. (1) The Provincial Govemment may, after Power to
previous publication, make rules to carry out the mskeruls
purposes of thig Act. ' ' ‘

.~ {2) In particular and without prejudice to the
generality of the foregoing power, such. rules may
provide for— *

' (2) all matters expressly required or allowed -

by this Act to be prescribed ; '

(b) the form of, and the particulars to be
contained in, an application for a pawn-
broker’s licence under this Act ; and

(¢) the form in which books, accounts and
documents gpecified in this Act shall be
recorded, maintained, kept or used. '

) All rules made under this secvion shall be
published in the Fort St. George Gazette and on such
publication shall have effect as if enacted in this
Act. B C ‘

21. (1) In clause (2) of section 2 of the Madras Amenament
Unidras Act Debtors’ Protection Act, 1934, the words and figures of Madras,
" “and includes a life assurance company to which 1e3s.
viotiple, the Indian Life Assurance Companies Act, 1912,
applies *’ shall be omitted. .
(2) In any area to which the provisions of this
Act have been applied by a notification under sub-
section (3) of section 1, the provisions of the Madras
Madras Act Debtors’ Protection Act, 1934, shall, after the expiry
VIl of 1935. of threo months from the date of such application
and so long as such notification remains in force,
have effect subject to the following modifications,
namely :— ’ S

(i) in section 2, in clause (5), the words “ includ-
ing a pawnbroker ’’ shall be omitted ;



(i) in the same section, clauses (8) and (9)
shall be omitted, and clauses (10) and
(11) shall be renumbered as elauses (8)
and (9) resgpectively ;

i) section 4 shall be emitted ;
¥) in section 5, after the Word and figure
“gection 37 the word “and” shall be
inserted, and the words, brackets and
figures *“ and in the copy of the entries to be
delivered under sub-séction (2) of section’ 4 ”
shall be omitted ; -

(¥) in sub-section (1) of seetlon 6, the words,
brackets and figures ‘“‘or by sub-sectlon
(1} of section 4 shall be omitted ; '

vijy in sub-gection (2) of the same sectlon,'
the words, brackets and figures “or if a
pawnbroker fails to deliver to the pawner,
a ecopy of the entries as reguired by sub-
section (2) of section 4 >’ shall be omitted ;

(vii) in sub-gection (2) of section 8, vthe word
“"and > shall be inserted at the end of olause
(@) and omitted from the end of clause (b) ;

viii) in the same sub-section, olause {9} shall
be omitted ; and =

ix) after section 8, the foilowmg aﬂctton

shall be added, namely —

“9. Nothing contained in this At shall

- be deemed to apply to pawnbrokers,
that is to say, to persons who carry on the
- business of takmg gooda and chattels in

* pawn for a loan.”

a vay If the pI'OVISlOIlB of this Act ha.ve been’
of Madras.  applied 0 the City of Madras by a notification under
- 1888, sub-gection (3) of section 1, section 28 of the Madras :
City Police Act, 1888, shall; after the expiry of three %ﬁ?
months from the date of such application and so long
as such notification 1s in force, have effect as if the
word “‘ pawnbroker ”’ occurrmg in four places therem
and the words “in pawn " were omitted. _ -

{2) Nothing contained in this Act shall“be deoimed
to exempt pawnbrokers from the operation of section 66 | Madeas Act
of the Madras City Police Act, 1888 XII of 1888,
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-+ 283, Nothing contained in this Act shall apply tos
- any loan advanced on a pledge in any area to which

the provisions of this Act have been applied by a

notification under sub-section, (3) of section 1 before the

expiry of three months from the date of such appli-

cation, and notwithstanding anything contained in

section 21 of this Act, the provisions of the Madras
Debtors® Protection Act, 1934, as they stood before
such application, shall continue to apply to any such
loan. ok : O ARE

STATEMENT OF OBJECTS AND REASONS.

The object of this Bill is to regulate and control the busi-
ness of pawnbrokers in this Presidency. Many pawnbrokers,
especially in urban areas, are suspected of receiving stolen
property, and there is a marked reluctance on their part to
reveal the sources from which property is received by them.
The account books of eome pawnbrokers are now written
in a seript not current in this Presidency, and this adds con-
giderably to the difficulty of preventing them from making
an illegitimate use of their pogition. The Government consi-
der that the time has now arrived for legislation requiring
pawnbrokers to tdke out licences and subjecting their opera~
tions to a due measure of control on the lines of the English
Pawnbrokers Act, 1872 (35 and 36 Vict. Ch. 93).

2. The provisions of the Bill will extend only to such
portions of the Presidency as may be potified by the Govern-
ment from time to time. The Government will also have
power to withdraw the provisions from any area to which
they have been extended, if necesgity for such withdrawal
is felt subsequently. ' S c '

3. No person can carty on business as a pawnbroker after
o period of three months from the date on which the Bill is
brought into force in any area, unless he obtains a licence
from the Commissioner of Police in the City of Madras and
from the District Superintendent of Police in the mufassal.
The Commissioner or the Distriet Superintendent may dele-
gate the power of issuing licences to any Gazetted officer
subordinate to him. Licences will not be issued if the appli-
cants fail to produce satisfactory evidence of good character
or if the shops or other places in which they intend to carry
on business are frequented by thieves or persons of bad charac-
ter. A separate licence is necessary in respect of each shop
or place of business of a pawnbroker. The licence will be
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an annual one but may be renewed from year to year. It
will be in such form and subject to guch conditions as may
be prescribed by the Government. A fee not exceeding
Ra. 25 per annum is to be charged for the licence,

4. Advances made by the Government or any local a.utho-
rity, by a company or a co-operative society, by any person
bona fide carrying on business not having for its primary
object the lending of money, by a landlord to his tenant, by
a lessor to his lessee, and by one partner in cultivation or
co-sharer to another for the purpose of carrying on agriculture
have been excluded from the scope of the Bill on the analogy
of section 2 (7) of the Madras Debtors’ Protection Act, 1934
(Madras Act VII of 1935). . .

5. The interest which may be charged by pawnbrokers
is limited to 6} per cent per annum simple interest. Pawn-
brokers will also be entitled to recover charges in such cases
and at such rates as may be prescribed by the Government.
Pawnbrokers are reqmred to keep all their books, accounts
and documents either in English or in such language of the
locality as may be prescribed.

6. In other respects, the Bill follows mainly the pmvmons
of the English Pawnbrokers Act.

7. Suitable amendments have been made in the Madras
Debtors’ Protection Act, 1934, and the Madras City Police
Act, 1888, These amendments will be in foree in the arcas
to which the provisions of the Bill have been extended by
notification, and so long as such notification is in force.

8. The notes on clauses explain in detail the object of the
more important clauses of the Bill.

Nores oN CLAUSES.

Clanse 2 {1).—This incorporates the definition of * City
of Madras "' contained in section 3 of the Madras City Pohce
Act, 1888 (Madras Act III of 1888),

Clause 2 (3).—This is based on the definition of “ company *
found in section 2 (2) of the Madras Debtors’ Protection Act,
1934 (Madras Act VII of 18935). The last paragraph of that
definition which refers to * a life assurance company to which
the Indian Life Assurance Companies Act, 1912, applies ™
bas however been omitted in view of the Insurance Act,
1938 (India Act IV of 1938), which has beén recently enacted.

. Clause 2 (5).—This is based on the definition of “ interest
in section 2 (6) of the Madras Debtors’ Protection Act, - .

. Clause 2 (7)—The definition of * pawnbroker’ Follows
section 2 (8) of the Madras Debtors’ Protection Act. The
Explanation is modelled on section 6 of the English Pawn-
brokers Act (35 and 36 Vict. Ch. 93).
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Clause 2 (8).—This follows the definition of * pawnbr”
emmitained in section 2 (9) of the Madraa I)ebt.ors Protection
Aet,

Clause 3.—The Explanation to sub-clause (1) makes it
elear that a separate pawnbroker’s licence should be obtained
i respect of each shop or place of business of the pawnbroker.

Clause 4.—Sub-clause (2} is based on section 43 of the
English Act.

Clause 5-—This is based on section 13 of the Engliah
Act.
_ Clause 6 -——Sub cla.usa {1) limits the interest to be cha.rged
to 6} per cent per annum simple interest. Sub-clauses (2)
and (3) are based on section 15 of the English Act and prohibit
the receipt of any profit except (@) interest and (b) prescribed
charges.

Clause 7.—This provldes for & pawn-ticket being given
fa ali cases and is based on section 14 of the English Act.

Clause 8.—This provides that the person producing the
pawn-ticket shall ordinarily be deemed to be entitled to redeem
the pledge. It is based on sections 25 and 28 of the English
Aot

Clause 9.—This makes provision for the case of owners
of the property pledged and of pawners who have lost or
mislaid their pawn-tickets and is based on section 29 of the
Eng}mh Act. The clause is limited to loans not exoeeding

Rs. 250 in each case.

Clause 10 (1).—This providea for keeping of acoounts and
other books by pawnbrokers and their furnishing receipts and
statemente of accounts, The sub-clause is based on section 12
of the English Act and the 3rd Schedule thereto and also on
sections 3 (1) and 4 (1) of the Madres Debtors’ Protection Act,
1934, .

Clause 10 {2).—This provides for the pa.wnbroker keeping -
his books, accounts and documents either in English or in
such language of the locality as may be prescribed and for the
inspection of the books, accounts and documents and the
pledges taken by the pa.wnbroker by any Police officer not
‘below the rank of head constable.

Clause 10 (3), (4) and (5).—These are based on sectzons
8 (2), 3 {3) md B respectively of the Madras Debtors’ Pmtec-
tmn Aot

" Clause 11.—~This provides for the liability of the pawn-
broker in case the pledge is destroyed by fire and is based on
section 27 of the English Act.

W s =
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Clause 12.—This provides for compensation to the pawner
in case the pledge becomes depreciated on account of the
default or neglect of the pawnbroker and is based on section
28 of the English Act.

Clause 13.—This penalizes a pawnbroker who advances
a smaller amount than that shown in the pawn-ticket or in
his accounts or registers or who takes or receives interest
or other charges at a rate higher than that shown therein.
A repetition of the offence may entail the cancellation of the
pawnbroker’s licence. The provisions of this clause are in
part based on section 38 of the English Act. L

~ Clause 14—This pena,lizes certain acts of the pawnbroker
and is based for the most part on section 32 of the English
Act. ' ’

. Clause 15.—Sub-clause (1) makes certain ﬁ.cts of p&wners
punishable and is based on section 34 of the English Act.

Sub-clause (2) provides for the seizure by a pawnbroker
of any article offered to him in pawn, for sale or otherwise,
if the pawnbroker believes it to be stolen or otherwise illegally
or clandestinely obtained, and also for the detention of the
persen offering such article. A report is to be made at the
nearest police station where the person and the article seized
are to be delivered to the Police. '

Sub-clause (3) provides for the delivery of a list of
stolen properties to pawnbrokers by the Police and for the
pawnbroker seizing any such article, if offered to him, and
detaining the person offering it, making a report to the Police,
etc., as provided in sub-olause (2). This is based on section
28 of the Madras City Police Act, 1888. 1In addition, provision
is also made for the procedure to be followed if the stolen
article is already in the possession of the pawnbroker,

Clause 16,—Sub-clause (1) provides a penalty for contra-
ventions of the Bill for which no penalty is provided elsewhere
in the Bill.

Sub-clause (2) provides for the imposition of an addi-
tional daily fine where a pawnbroker's business iscarried on in
contravention of the provisions of clause 3 of the Bill. '

Sub-clause (3) provides for a Court which conviets a pawn=
broker for failure to furnish a receipt or statement of account
directing the pawnbroker to furnish such receipt or statement.
If the account is not furnished, the pawnbroker’s licence may
be cancelled by the Court.

Clause 17 provides that only salaried Presidency Magis-
trates and Courts not inferior to the Court of a Magistrate
of the second class shall try offences against the Bill.
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Clause 18 empowers police officers to arrest wiéhout
warrant persons cominitting in their view offences against the
Clause 19.—This provides that the fact that a pawn-
broker is guilty of an offence against the Act will not render

the contract of pawn void, unless the offence is one against
the provisions of the Bill relating to licences.

The two provisos are based on sections 6 (2) and 6 (1)
respectively of the Madras Debtors’ Protection Act, 1934, anlt
provide that the pawnbroker shall not be entitled to interest
or to costs in the cases referred to therein.

Clause 20.—This gives power to the Government to make
rules.

Clauses 21 amd 22.—These make consequential amend-
ments in the Madras Debtors’ Protection Act, 1934, and the
Madras City Police Act, 1888, respectively.

Clause 23.—Thia makes it clear that loans advanced on

‘pledges before the Bill comes into operation will be governed
not by the Bill but by the pie-existing law. -

(By order of His Excellency the Governor)

- P. APPU NAIR,
Secretary to Government, Legal Department.

MADRAY: PRINTID SFD PUMSSEED 3T TNS SUPERIXTENDENT, GOVERNMENT FRRSS



No. 8 of 1893,

An Ordinance relating to Pawnbrokers,
{As amended by No. 12 of 1922.%)
" (See No. I of 1914.)

HEREASB it is expedient to provide for the regulation

of the business of pawnbrokers: Be it therefore
enacted by the Governor of Ceylon, by und with the advice
and consent of the Legislative Council $hereof, as follows:

1 This Ordinance. may be cited as ‘* The Pawnbrokers’
Ovdmance, 1898.°° :

2 In this Ordinance—

** Pawnbroker *" includes every person who carries on the
business of taking goods im pawn.

* Pawner ' means a person delivering an article for pawn
to a pawnbroker. '

" Pledge ' means an article pawned with a pawnbroker.

** Bhop *’ ineludes dwelling house and warehouse, or other
place of business, or place where business is trans-
acted.

** Unfinished goods or materials *’ include any goods of
any manufacture or of any part or branch of any
manufacture, either mixed or separate, or any
materials whatever plainly intended for the com-
posing ormanuofacturing of any goods, after such
goods or mitérials are.put into a state or course
of manufacfure; or into & state for any process or
operatidn to be performed thereupon or therewith,
and before the same are completed or finished for
the purpose of wear or comsumption.

8 The following persons shall be deemed to be persons
garrying on business of taking goods in pawn (that is to
gay), every person who keeps a shop for the purchase or sale
of goads, or for taking in goods by way of security for money
advanced thereon, and who purchases or receives or takes in
goods and pays or advances or lends thergon any sum of
money not exeeeding five hundred rupees, with or under an
asgreement or understanding expressed or implied, or to be
from the nature and character of the dealing reasonably
inferred that those goods may be afterwards redeemed or
re-purchased on any terms; and every such tronsaction,
articie, payment, advance, and loan shall be deemed a pawn-
ing, pledge, and loan, respectively, within this Ordinance.

& This Ordinance shall apply only where the sum lent by
s pawnbroker at any one time does not exceed five hundred
rupees. .

* Proclaimed {rom November 1, 192?. by Proclamation datgﬂ Qctober
2, 1922, in Governmment Gazelte No. 7,287 of Octoher 6, 1922 —Edd.

Price 15 cenfs,]
J. N. 27762-500(2/33)
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2 ORDINANCE No. 8 or 1893,

Pawnbrokers.

3 (1) A pawnbroker shall keep and use in his business
such books and documents as are deseribed in schedule I.
to this Ordinance, in the forms therein indicated, and shull
from time to time, as ocecasion demands, enter therein in a
fair and legible manner the particulars indicated; in and in
nccordance with the direetions of that schedule, and shall
make all inquiries necessary for that purpose. Such books,
documents, and forms may be kept and used in English,
Sinhalese, or Tamil,

(2) A pawnbroker shall always keep exhibited in large
characters over the outer door of hig shop his name, with
the word ** Pawnbroker ' affixed in the English, Sinhalese,
and Tamil languages.

{3) A pawnhroker shall not take wny article on pawn
Lefore 8 a.m. in the morning and after 8 .M. at night.

(4} He shall always keep placed in a eonspicuous part of
his shop 80 as to be clearly visible to and legible by every
persons pawning or redeeming pledges atanding at the place
provided for persons pawning or redeeming pledges a board
on which shall be exhibited a printed notice containing in
English, Sinhelese, and Tamil the informaiion and parti-
culars set ont in schedule I, o this Ordinance.

(5) If 2 pawnbroker fails in any respect to comply with
the requisitions of this section, he shall be guilty of an offence
against this Ordinance, and be liable on convietion to a fine
not exceeding one hundred rupees.

8 A pawnbroker shall, on taking any article in pawn, give
to the pawner a pawn ticket, and shall not take any article
in pawn unless the pawner takes the pawn ticket.

"

i For the purposes of this Ordinance, anything done or
otnitted by the servant or agent of a pawnbroker in the course
of or in relation to the business of the pawnbroker ghall be
deerned to be done or omitted (as the case may be) by the
pawnbroker, and anything by this Ordinance authorized to be
done by a pawnbroker may be done by his servant or agent.

8 A pawnbroker may take profit on a loan on a pledge
at & rate not exceeding that specified in sehedule II. to this
Ordinance.

A pauwnbroker may demand and take the charges specified
in the same schedule, in the cases and according to the rules
therein stated and preseribed.

A pawnbroker shall not, in respect of a loan on a pledge,
take any profit or demand or take any charge or sum what-
ever other than those specified in the same schedule.

A pawnbroker shall, if required at the time of redemption,
give a receipt for the amount of loan aud profit paid to him;
and such a receipt shall not be liable to stamp duty unless
the profit amounts to twenty rupees or more.

9 Every pledge shall be redeemable wthin twelve months
from the day of pawning, exclusive of that day; and there
shall be added to that year of redemption seven days of grace
with'n which every pledge, if not siready redeemed, shall

- continue to be redesmable.
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Pawnbrokers.

10 A pledge pawned for five rupees or under, if not
redeomed within the year of redemption and days of grace,
shall, at the end of the days of grace, become and be the
pawnbroker’s absolute propertv,

11 A pledge pawned for above five rupees shall further
continue redeemable until it is disposed of as in this Ordi-
nanee provided, although the year of redemption and days
of grace are expired.

12 A pledge pawned for nbove five rupees shall, when
disposed of hy the pawnbroker. be disposed of by eale by
public auction and not otherwise; and the regulations in
schedule I11. to this Ordinance shall be observed with refer-
ence to the sale.

A pawnbroker may bid for and purchase at a sale by aue-
tion, made or purporting ic be made under this Ordinance,
a pledge pawned with him; and on such purchase he shall
be deemed the absolute owner nf the pledge purchased.

138 Tf an auectioneer does anything in eontravention of the
provisions of this Ordinance relating to avctioneers, or fails
to do anything which he is required by this Ordinance to do,
he shall be guilty of an offence, and shall be liable on eon-
vietion to o fine not execeding one hundred rupees.

13 At any time within two vears after the auction at
which a pledge pawned for above five rupees is sold, the
holder of the pawn ticket may inspeet the entry of the sale
m the pawnbroker's book and in the filled-up catalogue of
the auction authenticated by the signature of the auctioneer,
or in either of them. Where such pledge appears to have
been sold for more than the amount of the loan and interest
due at the time of the sale, the pawnbroker shall on demand
pay the surplus to the holder of the pawn ticket, in case the
demand is made within two vears nfter sale dedueting the
necessary costs and charges of the snle.

18 If, in regard to pledges for lonns of above five rupees.
a pawnbroker-—

(1) Does not hona fide, aceording to the direction of this
Ordinance, sell a pledge pawned with him;

{2) Enters in his bock a pledge as sold for less than the
sum for which it was sold. or fails duly to enter the
same;

(8) Refuses to permit any person entitled under this
Ordinance to inspection of an entry of sale in the
pawnbroker's hook, or of a filled-up catalogue of
the auction authenticated by the auctioneer's
signature, to inspeet the same; or

{4) Fails without luwful excuse {proof whereof shall lie
on him) to produce such a ecatalogue on luwful
demand; or

(5) Refuses to pay on demand the surplus to the person
entitled to receive the same; or

(B Takes in respect of any loan or a pledge any profit or
demand other than that specified in schedule I1..

he shall in every such case be guilty of an offence, and shall

be liable on conviction before a Police Court to a fine not
exceeding one hundred rupees.
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4 ORDINANCE No. 8 or 1803.

Pawnbrokers.

16 The holder for the time being of a pawn ticket shall
be presumed to be the person entitled to redeem the pledge,
and subjeet to the provisions of this Ordinance the pawn-
broker shall, on payment of the loan and profit, deliver the
pledge to the person producing the pawn ticket, and he is
hereby indemnified for so doing. Provided, however, if the
pawnbroker has reason to suspcet that such holder has
stolen or otherwise illegally obtained possession of the pawn
ticket, the pawnbroker may seize and detain the person and
the ticket and deliver them as soon as may be to an officer
of police or village headman who shall forthwith convey the
person  and the ticket before a eourt of competent
jurisdiction to be dealt with according to law.

17T When a pledge is destroyed or damaged by or in con-
sequence of fire, the pawnbroker shall nevertheless be liable,
on demand, within the period of redemption, to pay the
value of the pledge, after deducting the amount of the loan
and interest.

A pawnbroker shall be entitled to insure to the extent of
the value of the article pawned.

18 If a person entitied and offering to redeem a pledge
shows to the satisfaction of a civi) court of competent juris-
dietion that the pledge has become, or has been rendered, of
less value than it was at the time of the pawning thereof, by
vr thraugh the default, neglect, or wilful misbehaviour of the
pawnbroker, the eourt may, if it thinks fit, award a reason-
able satisfaction to the owner of the pledge, and the amount
awarded shall be dedueted from the amount payable to the
pawnbroker, or shall be paid by the pawnbroker in such
manner as the court directs. ]

19 (1) Any person claiming to be the owner of a pledge,
but not holding the ticket, or any person claiming to be
entitled to hold a pawn ticket, but alleging that the same
has been lost, stolen, mislaid, destroyed, or fraudulently
obtained from him, who shall deliver to the pawnbroker a
decluration in the form preseribed in schedule IV., duly
made before a Justice of the Peace by himself aud by the
person identifying him, shall thereupon have, as between
himself and the pawnbroker, all the same rights and
remedies as if he produced the pawn ticket.

(2) The pawnbroker is hereby indempified for delivering
the pledge or otherwise ueting in conformity with the
declaration, unless he has actual or constructive notice that
the declaration is fraudulent or fulse in any material
particular.

(3) If any person makes a declaration under this
Ordinance either for himself or as identifying another know-
ing the same to be false in any materiul particular, he shall
be guilty of an offence, and shall be liable on convietion to
be punished with imprisonment of either deseription for a
term which may extend to six months, or with fine which
may extend to one hundred rupees, or with both.

20 1If any person without lawful excuse pawns with a
pawnbroker anything being the property of another person,
he shall be guilty of an offence, aud shall be habh; on
conviction to be punished with imprisonment of either
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deseription tor a term which may extend to twa years, or
with fine, or with both.

21 If any person—

(a}) Offers to a pawnbroker an article by way of pawn, but
refuses or is unable to give a satisfactory account of
the means by which he became possessed of it; or

(h) Wiltully gives false information to a pawnbroker as
to whether an article offered by him in pawn to the
pawnbroker is his own property or not, or as to his
ngme and address, or as to the name and address
of the owner of the article; or ‘

(¢) Attempts or endeavours to redeem a pledge, not being
entitled to redcem.

he shall be guilty of an offence, and be liable on conviction to
a finc not exceeding one hundred rupees.

In every such case. and also ip any case where, on an
article being offered in pawn, a pawnbroker has reason fo
suspect that it has been stolen or otherwise illegally obtained,
he may seize and detain the person and the article and
deliver them, as soon as may be, into the custody of an
officer of police or village headman, who sball forthwith
convey the person and the article before a court of compe-
tent jurisdiction to be dealt with aecording to law,

22 If a pawnbroker knowingly takes in pawn any linen
or apparel, or unfinished goods or materials entrusted to any
person to wash, scour, iron, mend, manufacture, work up,
finish, or malke up, he shall be guilty of an offenrce, and shall
be liable on convietion to a fine not exceeding one hundred
rupees; and the pawnbroker shall also restore the pledge to
the owner thereof in the presence of the court or as the
court directs.

Whenever, in any proceeding under this Ordinance, it
shall be made to appear to a court that any article is in the
unlawful possession of any pawnbvoker. it shall be competent
to such court to order the production of the article and its
delivery to any person named by such court, under such
terms, if any, as it mav think proper.

23 If a pawnbroker does any of the following things:

{1} Takes an article in pawn from any person appearing to
be under the age of sixteen years or to be intoxi-
cated; or takes an article in pawn without giving
the pawner a pawn ticket;

(2) Purchases, or takes in pawn or exchange, a pawn
ticket issued by another pawnbraker;

(8) Employs any servant apparently under the age of
twenty-one years to take articles in pawn;

(4) Purchases, except at public auction, any pledge while
in pawn with him;

(5) Suffers any pledge while in pawn with him to be
redeemed with a view to his purchasing it;

(8) Agrees Wlt'h any person, pawning or offering to pawn
any article, for the purchase, sale, or disposition
thereof within the time of redemption;

(7) Sells or otherwise disposes of any pledge pawned with
him, except at such time and in such manner as is
authorized by this Ordinance; :
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6 ORDINANCE No. 8 or 1883.

Pawnbrokers.

(8) Seizes or detains any person under the provisions of
section 16 or 21 without remsonable or probable
couse;

he shall be deemed guilty of an offence, and be liable on
convietion to a fine not exceeding one hundred rupees, or
to imprisonment, either rigorous or simple, for a term not
exceeding six months.

2% Fvery pawnhbroker shall yearly take out from the
Government Agent of the province or the Assistant Govern-
ment Agent of the distriet where the pawnhroker resides a
license for carrving on his business. and such license shali be
in the form contained in schedule 1., and shall bear a stamp
of twenty rupees. And such Government Agent and Assist-
ant Government Agent shall forward to the Inspector-
CGreneral of Police for his information a copy of each license
issued,

Every license shall be daied on the day of which it is
tssued, and shall determine on the thirty-first day of July
next ensuing.

If a person acts as a pawnbroker without u license as
herein provided, he shall be Hable for every such nct to a
fine not exceeding one hundred rupees, or to imprironment,
either rigorous or simple, for a term not exceeding six
months,

25 A license shall not be refused except on any of the
following grounds:

(1) That the applicant has failed to produce satisfactory
evidence of good character; or is an auctioneer;
or has been al any time within five vears from the
date of such application found guilty of any acts
rendered punishable under the 11th, 13th, 17th,
or i8th chapters of the Penal Code, or under the
provisions of this Ordinance;

{2} That the shop in which he intends to earry on the
business of a pawnbroker, or any adjacent house
or place possessed by him, is frequented by thieves
or perrons of bad character, or is used for the sale
of intoxicating liquor, opium, or bhang.*

26 1f a pawnbroker is convicted of any offence under
this Ordinance. or of any fraud in his business, or of reeeiving
atolen goods knowing them to be stolen, the Government
Agent shall, if he thinks fit, withdraw any such pawnbroker’s
license and publish notice of such withdrawal in the Govern-
ment Gazette, and such license shall thereupon be deemed
and taken te be withdrawa, and shall be of no further foree
or effect; and any such pawnbroker who shall carry on his
business after such withdrawal shall be guilty of an offence.
and be liable on conviction to six months’ rigorous imprison-
ment.

27 It shall not be lawful for a pawnbroker to act as or
curry on the business of an auctioneer, and any pawnbroker
committing a breach of this section shall be guilty of an
offetice and shall be linble on conviction to rigorous imprison-
mens for a term not exceeding six months,

* The sale of bhang has been totally pohibited by section 16 of No. §
of 1699, repealed by No. 5 of 1910. See No. 8 of 1912.— Edd.
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28 It shall be lawtul for a Police Magistrate to order a
pawnbroker to attend Lefore him on a day and hour to be
named in writing, and to produce for exarnination all books
and papers relating to his business.

It upon the receipt of such an order he fails without lawful
cause to uppear with his books and papers, he shall be liuble
on conviction 1o # fine not exceeding one hundred rupees.

29 1t shall be lawtul for any officer of police not below
the rank of Inspector to enter any pawnbroker’s shop or
residence at wny hour of the day and examine and take note
of any article pledged with the pawnbroker, or any books and
papers kept by him.

Whoever resists such officer of police in the execution of
this duty shall be liable on conviction to a fine not exceeding
one hundred rupees.

80 A person charged with an offence against this Ordi-
nanee may, if he thinks fit, tender himself to be examined on
his own behalf, and thercupon may give evidence in the
same manner and with the like effect and consequences as
any other witness.

31 1t shall be competent for the court before which uny
person has been convieted of any offence under this Ordi-
nance and senfenced to pay a fine, to award, m default of
paywment of such fine, imprisonment, either rigorous or
simple, for 4 term not exeeeding six months, anything in
the Ceylon Penal Code to the contrary notwithstanding.

32 This Ordinance shall have effect only within such
limits as the Governor shall by Proclaination from time to
time appoint; and it shall be lawful for the Governor from
fime to time, by Proclamution, to alter, amend, or cancel
any Proclamation issued under this section.*

Date of Proclawation No. and Date of
or Notification. Gazette.
" Ordmapee proclaimed for—

Ambalangoda .- Bept. 19, 1905 ... 6,076 Sept. 22, 1905
Bedulla Local Board ... May 3, 1902 ... 5,851 May 9. 1902
Central Province .- Aug. 23, 1905 ... 6,071 Aug. 25, 1905
Whole of Weatern Pro-

vinee --. April 15, 1908 ... 6,238 April 16, 1508
Galie Municipal limits

and Matara TPolice

hmits .. Nov. 28, 1894 ... 5,329 Jan. 4, 1895
Jaflna Distriet, defined

poriious - Oct. 25, 1897 ... 5,506 Oct. 22, 1897

Lialutara Laocal Board ... Feb. 24, 1903 ... 5306 Feb. 27, 1003
Kurwoegala town weduly 17,1902 L0 5,861 July 18, 1902
+ Negombo Local Board ... Feb. 24, 1003 ... 5908 Feb. 27, 1008
KRegalla Lucal Board ... Mar. 13, 1908 ... 6,234 Mar. w0, 1908

Bandarawela <e Oct. 12,1909 ... 6,334 OQct. 15, 1908
Raipapurs .- Uet. 26, 1910 ... 6,408 Oect. 28, 1010
Puttalam and Chilaw

Districts Dec. 31, 113 ... 6,601 Jan. 9, 1914

Baltiealoa Local Bosrd.. June 80, 1914 ... 6,633 July 8, 1914
Weligama Sanitary

Bourd Town - Qet, 12, 1917 ... 6,903 Oct. 19. 1917
Haputale Small Towa... June 25, 1918 ... 6953 June 28, 1918
Yatiyantota, Debiowita,

Rambukkana, Sani-

tury Board Towns ... June 27, 1918 ... 6,954 July B, 10918
Kegalla District e Oet, » 1920 ... 7.135 Ocr, 15 1420
Ratnapors Distriet ... April 2, 1931 ... 7,167 April 8, 192

[ =
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3.—Pawn Ticket.

, Pawnbroker, residing at No. ———— of
day of o 18—, by ———— of
rupees (nome and description of articles}, valued

(Signature of Pawnbroker.)

3.—8ale Book of Pledges.
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4.—Receipt.
Date ; ————,
Received on redemption of Pledge No.——: Ra. c.

Amount of loan
Profit or intersst

Total

5.—Yorm of License.

(Bection 24.)

I, ———, Government Agent of the — Province (or Assistant
Government Agant for the ———— District), do hereby authorize and
license , of , to carry on the business of a Pawn.
broker at ————, within the limita of ————, in the

District, under the provisions of *' The Pawnbrokers' Ordinance, 1883."
This license will expire on July 31, 18—.

—

ScHROUGLE JI.
Profit and Charges allowed to Pawnbrokers.
Part 1.—Profit on Loan.

A —On a loan of twenty rupees or under: Cents.
For any time during which the pledge remeins in pawn
not exceeding one month, for every rupee or fraction
of a rupee lent 2
TFor every month after the first, including the curremt
month in which the pledge ia redeemed, although that
month is not expired, for every rupee or fraction of a

rupee lent . 2
Prapiso.—11 the pledge is redeemed before the end of the
first fourteen days after the expiration of any month,
the pawnbroker shall, in respect of those fourteen days,
ba entitled to take half of the amount which be would
be entitled to take for the whole month,
B.—On a loan of above twenty rupees:
For every roanth or part of  mopth, for every sum ol
one rupee and twenty-five cents or fraction of a sum
of one rupee and twenty-five cents 2
Part I1.—Charge on Pawn Ticket.
Whers the loan is five rupees or under 2
Where the loan is above five rupees 4

ScHEDULE 111,
Regulations as to Auctions of Pledges above Five Rupees.
1. The suctioneer shall cause all pledges to be exposed to public
view.
2. Ha shall publish catalogues of the pledges, stating—

(1) The pawnbroker's name and place of businees;

{2} The roonth in which each pledge was pawned;

(81 The number of esch pledge as entered at the time of pawning in
the pledge bhook.

¥ N. 27762 (2/33)
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3. The pledges of each pawnbroker in the catslogue shall be separate
from any piedges of any other pawnbroker.

4. The avctioneer ghall insert in some public newspaper an advertige-
ment giving nasice of the sale, andi stating—

(1) The pawnbroker's name and place of business;
(2) The months in which the pledges were pawned.

3. The advertisement shall be inserted on two several days in the
aame newspaper, and the second advertisement shall be inserted at
least ten clear days before the firat day of sale.

6. Where a pawnbroker bids at a sale, the auctioneer shall not take
the bidding in any other form than that in which he takes the biddings
of other persons ai the same sale; and the auctioneer on knocking down
any article to 8 pawnbroker shall forthwith declare audibly the name
of the pawnbroker as purchaser,

7. The anctioneer shall, within fourteen days after the sale, deliver
to the pawnbroker a copy of the catalogue, or of so much thereof as
rejates to the pledges of that pawnbroker, filled np with the amount for
which the several pledges of that pawnbraker were sold, and autﬂaentl
cated by the signature of the anctioneer.

8. The pawnbroker shal] preserve every such eatalogue for three
years at least after the auction,

. " Scmepuie IV.

Declamtion where Pawn Ticket is lost, &ec.

Take m)tlce if this declaration is false the person msking it is
punlshable

I, A. B., of —————, in pursuance of ‘' The Pawnbrokers® Ordinance,
1693, do solemnly and sincerely declare that -———-—— pledged at the
shop of ————, Pawnbroker, the article (or articles) deacribed below,
being ——, pmperty. and received s pawn ticket for the same,
which has since been by , and that the pawn ticket
has not been sold or transferred to any person by ———— or to

knowledge or belief.

Tha article (or articles) above referred to i8 (or are) the
following : ————,

And I, C. D., of —————, in pursuance of the szme Ordinance, do
solemn!y and srncerely declare tlmt I know the person now making the
foregoing declaration to be 4. B., of ——

Declared before me }
day of , 18—,

.

thia

Juatice of the P’eaoe.

12th Decernber, 1893.

GovERSMERT PRess, ConoMpo; and to be purchased st the
tovurnmest Recoep Orrics, Conomso,
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CEYLON.

No. 2 of 1918,

An Ordinance relating to Money Lending,
[ Daie af Governor's assent : March 29, 1818.}
{ Date of commencement : August 1, 1918.}

HEREAS it iz necessary that provision should be
made for the better regulation of money-lending trans-
dctions : Be it therefore enacted by the Governor of Ceylon,

by and with the advice and consent of the Legislative Councid
thereof, as follows : ‘

1 This Ordinance may be cited as ““ The Money Lending
Ordinance, No. 2 of 1918,” and shall come info operation on
such date as the Governor shall, by Proclamation,* appoint..

* Proclaimed from August 1, 1918, by Proclamation dated May 1°
1918, in Government Garette No. 6,940 dated May 3, 1918.—Edd.
J. N. 18085-350 (532}

Prea:

Short title.
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Money Lending.

2 (1) Where proceedings are taken in any court for the
recovery of any money lent after the commencement of this
Ordinance, or the enforcement of any agreement or security
made or taken after the commencement of this Ordinance in
respect of money lent either before or after the commencement
of this Ordinance, and there is evidence which satisfies the
court—

{a) That the return to be received by the creditor over and
above what was actualiy lent (whether the same is
charged or sought to be recovered specifically by
way of interest, or in respect of expenses, inquiries,
fines, bonuses, premia, renewals, charges, or other-
wise), baving regard to any sume already paid on
account, is excessive, and that the transaction was
harsh and unconscionable, or, as between the parties
thereto, substantially unfair ; or

{b) That the transaction was induced by undue influence, or
is otherwise such that according to any recognized
principle of law or equity the court would give
relief ; or

{¢} That the lender tock as security for the loan a promissory
note or other obligation in which the amount stated
ag due was to the knowledge of the lender fictitious,
or the amount due was left blank—

the court may re-open the transaction and take an account
between the lender and the person sued, and may, notwith-
standing any statement or settlement of acecount or any
agreement purporting to close previous dealings and create a
new obligation, re-open any account already taken between
them, and relieve the person sued from payment of any sum in
excess of the sum adjudged by the court to be fairly due in
respect of such principal, interest, and charges as the court,
having regard to the risk andall the circumstances, mayadjudge
to be reasonable ; and if any such excess has been paid or
allowed in account by the debtor, may order the creditor
to refund it ; and may set aside, either wholly or in part, or
revige, or alter any security given or agreement made in
respect of money lent, and if the lender has parted with the
security may order him to indemnify the borrower or other
person sued.

{2) Any court in which preceedings might be taken for the
recovery of money lent shall have and may, at the instance of
the borrower or surety or other person liable, exercise the like
powers as may be exercised under the last preceding sub-

section, and the court shall have power, notwithstanding any

provigion or agreement to the contrary, to entertain any
application under this Ordinance by the borrower or surety
or other person liable, notwithstanding that the time for
repayment of the loan or any instalment thereof may not
have arcived.
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(3) In any insolvency proceedings on any application
relating 1.0 the admission or amount of a proof in respect of
any money lent, the court may exercise the like powers as may
be exercised under this section when proceedings are taken for
the recovery of money.

(4) The foregoing provisions of this section shall apply
to any transaction which, whatever its form may he, is
substantially one of money lending.

{5) Nothing in this section shall be construed as derogating
from the existing powers or jurisdiction of any court.

8 In the exercise of its powers under the last preceding
section the court shall have regard to the lapse of time,
the conduct: of the party praying for relief. and any other
eqguitable considerations that the justice of the case may
require to be taken into account, but the provisions of Ordi-
nance No. 22 of 1871 shall not apply to any claim for relief
uader the said section.

Provided that in any case in which any amount claimed at
any time to be due'has been settled in account, no repayment
or re-adjustment of the account shall be ordered in respect
of any sum paid or allowed in account at a date exceeding
six years before the date of the application to the court
for relief.

4 (1} In considering whether in any case the return to be
reccived by the creditor is excessive, the court shall have
regard (amongst other things) to the reasonableness of the
rate of interest charged. '

{2) Any rate of interest charged above the rates following,
that is to say :

(@) In the case of loans of an amount up to and including
one hundred rupees, twenty per centitm per annum ;

{6} In the case of loans over one hundred rupees and up
to and including two thousand five hundred rupees,
eighteen per centum per annum ; '

{¢) In the case of loans over two thousand five hundred
rupees, fifteen per centum per annum—

shall be deemed to be unreasonable, unless the creditor, or any
person claiming through the creditor, shall satisfy the court
that in all the circumstances of the case the rate charged was
in fact reasonable.

Provided that nothing in this section shall be deemed to
preclude the court, in any case in which the above limits are
not exceeded, from directing s reduction of the rate of interest
.charged, if the party seeking relief shall satisfy the court that
in all the circumstances of the case such reduction cught to
be made.

{3) In computing the rate of interest charged, the court
ghall take into account all payments, other than principal
made by the debtor to the creditor, or charged to the debtor
by the creditor in account, in respect of the loan, whether
purporting to be by way of interest or otherwise (not being

Meaning of
return being
excesasive,

Rates above
which interest
presumed to be
unreasonable,
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payments from which the creditor derives no benefit), and
shall for the purposes of the computation, as nearly as prac-
ticable, convert all such payments into a rate per centum per

annuin.
Oliuse:'}im?ce of 5 In taking the account under section 2, the court shall
interont shall observe the rule that no interest shall at any time be
not excead recoverable to an amount in excess of the sum then due
principal. a3 principal.
Mearing of 6 (1) A transaction is said to be induced by ‘ undue

undue influence.  jnfinence,” within the meaning of seetion 2 of this Ordinance,

where the relations subsisting between the parties are such
that one of the parties is in a position to dominate the will of
the other, and uses that position to obtain an unfair advantage
over the other.

(2) Where a person who is in a position to dominate the
will of another enters into a contract with him, and the
transaction appears, on the face of it or on the evidence
addnreed, to be unconscionable, the burden of proving that
such contract was not induced by undue influence shall lie
upon the person in a position to dominate the will of the other.

Nothing in this sub-section shall affect the provisions of
section 111 of “ The Ceylon Evidence Ordinance, 1895.”

Ilustrations,

{a) A having advanced money t¢ his son, B, during his
minority, upon B’s coming of age obtains, by misuse of
parental influence, a bond from B for s greater amount
than the sum due in respect of the advance. A employs
undue influence,

(6) A commercial firm, dealing with the owner of certain
plumbago mines indebted to the firm, who is in msclvent
circumstances, offers, as an alternative to obtaining an
adjudication of his insolvency, to lend him a sumn of
money on condition of his repaying the amount in instal-
ments at the custormnary rate of interest, but on the further
condition of his binding himself to supply the firm during
the period prescribed for the repayment of the loan, and
if 8o required for the rest of his life, with the produee of
his mines at a rate twenty per cent. below the ordinary
market rate forthe timebeing. 'The mine owner, having no
means of contesting any action the firm may take, consents.
The commercial firm employs undue influence.

{¢) A, being in debt to B, a money lender of his village,
contracts a fresh loan on terms which appear to be
unconscionable. It lies on. B to prove that the contract
was not induced by undue influence.

Exclusion of 7 Section 2 of this Ordinance shall not apply to trans-
certain classes  gotiong in the ordinary course of business by—
of transactions, . .
(2) Any mutual provident or specially authorized society
registered under * The Societies Ordinance, 1891 ™3
{b) Any society incorporated under *“ The Building Societies
Ordinance, 1891 ;



ORDINANCE No. 2 or 1918, 585

Money Lending.

{t} Any society registered under ““ The Co-operative Credit
Societies Ordinance, 1911  ;

(d) Any body corporate or incorporated empowered by a
special Ordinance to lend money in accordance with
such special Ordinance ;

(¢) Any duly incorporated and registered bank or banking
company ;

(/) Any person or company bona fide carrying on the business
‘of insurance ;

{7) Any pawnbroker licensed under ‘‘ The Pawnbrokers
Ordinance, 1893.”

8 (1) A person who carries on the business of money
lending, or who advertises or announces himself or holds
himself out in any way as carrying on that business, shall keep

“or cause to be kept a regular account of each loan, clearly
stating in plain words and numerals the items and transactions
incidental to the account, and entered in a book paged and
bound in such a manner as not to facilitate the elimination of
pages or the interpolation or substitution of new pages.

{2) If any person, subject to the obligations of this section,
fails to compiy with any of the requirements thereof, he shall
not be entitled to enforce any claim in respect of any trans-
action in relation to which the default shall have been made.

Provided that in any case in which the court is satisfied—

{2y That the default was due to inadvertence and not to
any intention to evade the provisions of this section ;
and

() That the receipt of the loan, the amount thereof, the
amount of the payments ou account, and the other
material transactions relating thereto satisfactorily
appear by other evidence—

the court may give relief against any such default on such
terms as it may deem just.

9 (1) A person who carries on the business of money
lending, or who advertises or announces himself or holds
himself out in any way as carrying on that business, shall in
respect of every loan—

{(a) On request in writing and subject to the payment of a
reasonable sum for expensecs, furnish the borrower
from time to time with a true and certified copy of the
account of the loan and any document relating to the
loan or any security therefor, and shall on the like
request allow him, or any person authorized by him
in writing in that behalf, to compare such copy with
the original ; and :

Duty of persona
CATTYing on
money-lending
business to
keep accounts.

Duty of persons
Carrying on
money-lending
business to

give copies

of accounta

and receipta.
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(6y Onrequest at the time when any payment is made by or
on behalf of the borrower on account of the loan
tender to the borrower or the person making the
pavment on his bebalf a written receipt for the
amount of such payment. An entry in any pass book
or statement of account furnished to the borrower
by the lender shall be deemed to be equivalent for
the purposes of this section to the grant of a receipt
for the amount so entered.

{2) If any person, subject to the obligations of this section,
fails to comply with any of the requirements thereof, he shall
be guilty of an offence, and shall be liable on summary con-
viction to a fine not exceeding one hundred rupees.

10 (1} In every promissory note given as security for the
loan of money after the commencement of this Ordinance,
there shall be separately and distinctly set forth upon the
document—

{a) The capital sum actually borrowed :

(%) The amount of any sum deducted or paid at or about the
time of the loan as interest premium, or charges
paid in advance ; and

(¢) The rate of interest per centum per annum payvable in
respect of such loan.

(2) Auy promissory note not corip.ying with the provisions
of this section shall not be enforceable.

Provided that in any case? in which the court shall be
satisfied that the defauit was due to inadvertence and not to
any intention to evade the provisions of this section, it may
give relief against the effect of this sub-section on such terms
as it may deem just.

(3) The setting forth of the particulars required by sub-
section (1} shall not affect the negotiability of any promissory
note.

() Any promissory note setting forth the said particulars
substantially in the form given in the schedule to this
Ordinance shall be deemed to be in compliance with this
seztion.

{5) The provisions of this section shall apply to renewals of
any loan, and in all such cases the amount stated as the capital
sum actually borrowed shall be the amount of the original
loan.

11  Nothing in sections 2, 8, or 10 hereof shall impair the
rights of any bona fide holder for value of any promissory note
given in respect of any loan, without notice of any matter
affecting the enforceability of such note.
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Provided that in any case in which any borrower is pre.
judiced by the operation of this section, he shall be entitled

to be indemnified by the lender to the extent to which he 1s so-

prejudiced.

12 If any person, by any false, misleading, or deceptive
statement, representation, or promise, or by any dishonest
concealment of material facts, fraudulently induces or
attempts to induce any person to borrow money or to agree
to the terms on which money is or is to be borrowed, he shall
be guilty of the offence of cheating. and shall be liable on
conviction to the penalties preseribed for that offence in the
Ceylon Penal Code.

12 Any person who shall take as security for any loan a
promissory note or other obligation in which the amount
stated as due is to the knowledge of the lender fictitions, or
in which the amount due is left blank, shall be guilty of an
offence, and shall be liable on conviction to a fine not
exceeding five hundred rupees, or in the event of a second or
subsequent offence, either to a fine not exceeding one thousand
rupees, or to simple imprisonment for a period not exceeding
six months.

14 A promissory note given in respect of a loan with regard
to which a deduction was made or a sum paid at or about the
time of the loan in respect of interest, premium, or charges
payable in advance, without such deduction or payment being
set forth upon the document in accordance with section 10
{(unless the circumstances are such as reasonably to entitle the
lender to relief under that section), and any promissory note
or other obligation in respect of a loan, with regard to which
at or about the time of the loan any payment was made, or
any collateral transaction entered into with a view to dis-
gnising the actual amount of the sum advanced, or the rate
of interest pavable in respect thereof, shall be deemed to be a
promissory note or obligation in which the amount stated as
due is, to the knowledge of the lender, fictitious within the
meaning of sections 2 and 13 of this Ordinance.

15 Any person carrying on the business of money lending,
who, with a view to harassing or intimidating his debtor or
any member of his family, either personally or by any person
acting on his behalf, watches or bes-ts the residence or place
of business or employment of the debtor, or any place at which
the debtor receives his wages or any other sum periodically
due to him, shall be guilty of an offerice, and shall be liable on
summary conviction to a fine not exceeding one hundred
rupees, or to imprisonment of either description for a period
not exceeding six months,

Provided that a person shall not be deemed to commit an
offence under this section merely because, either personally or
by any person acting on his behalf, he calls at reasonable
intervals at such residence or place of business or employment
for the purpose of demanding payment of the debt due to him.

Penalties for
false statementa
and
representations.

Penalty for
taking fictitious
or blank
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aB security.
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Loans to .16 ~Any person carrying on the business of money lending,
W?’Imﬂ or . who, by visiting the residence of any person, induces the wife
E];Ju;tﬁglgem or child of any such person to contract a loan without his
by itinerant written consent, shall be guilty of an offence, and liable on

money lenders.

Burden of
proof.

Protection of
lenders against
frivolous and

summary conviction to a fine not exceeding one hundred
rupees, ot to imprisonment of either description for a period not
exceeding six months, or to both such fine and imprisonment,

17 In any proceedings taken vnder, or in pursuance of the
provisions of, this Ordinance in which the lender in any money-
lending contract is a person of the class commonly known in
Ceylon as ““ Afghans,” such person shall be presumed to be a
person carrying on the business of money lending, unless the
contrary is proved to the satisfaction of the court.

Save as aforesaid, if any question arises as to whether any
Person is a person cerrying on the business of money lending,
the burden of proving that such persou in fact carries on suchb
business shall lie on the party alleging it.

18 {1} In any case in which in any civil proceeding a
borrower pleads any of the provisions of this Ordinance
(whether in any plaint, answer, or other pleading, or in any

voxati
pljzﬁlg;lf the  affidavit or application for the purpose of obtaining leave fo
Ondinance, " defend any action), if the court 1s satisfied that such plea was

not made in good faith, but was made for the purpose of
delaying or harassing the lender, the court may order snch
borrower to pay for the benefit of the lender a swin equivalent
to the amount of any stamp duty incurred by the Jender in the
proceeding (or such lesser sum as may be ordered by the court),
and every such sum so ordered to be paid shall be added to
the amount of the judgment recoverahle by the lender.

Provided that no payment ordered by the court under this
sub-section shall in any cage exceed the smount of two hundred
and fifty rupees.

{2) In any case in which in any criminal proceeding insti-
tuted against a lender for a4 breach of any provision of this
Ordinance the court is satisfied that the charge was made
maliciously, frivalously, or vexatiously, it may direct that the
costs of the accused to such an amount as shall be determined
by the court shall be payable by the complainant, and any
amount so ordered to be paid shall be recoverable for the
benefit of the accused in the same manner as a fine imposed
by the court.

Partieulars required b
“The Money Lending ScrEDULE.
O 2 Promisory Note given in respect of a Loan.

1. Capital sum bor- Stamp.
rowed, .

Interest, premium, ‘On demand (or months after date) I promise to pay
T %him;lx E:S:C—i‘fﬁd or o , or order, the sum of Bupees -7 with interest
B 166 Z80Y, thereon at the rate of - per centum per annurm,
3. Rate of Interest

per centum Dper an-
Bum

(Rignature of Borrower.)
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OBDINANCE No. 5 or 1935.

Pawnbrokers (Amendment).

Ordinance No. 5 of 1935.

An Ordinance to amend the Pawnbrokers
Ordinunce, 1893.

[Dote of Governor's assend : April 30, 1935.]
{Date of commencement : April 30, 1934.]

R. E. StuBRS,

BE it enacted by the Governor of Ceylon, with the advice
and consent of the State Council thereof, as follows :—

1 This Ordinance may be cited as the Pawnbrokers
{Amendment) Ordinance No. 6 of 1935.

2 Section 2 of the Pawnbrokers Ordinance, 1893 (herein-
after referred to as “ the principal Ordinance '} is amended
by adding at the end the following :—*

“Month ” means a period of thirty days for the purpose of
charging profit or interest.

“Bign” with its grammatical variations and cognate -

expressions mesans, in the case of a person who is
unable to write his name, the impression in ink or
some other suitable medinm of the left thumb of
that person.

8 Section 6 of the principal Ordinance is herehy repealed
and the following section is substituted therefor :-—

8 (1} Every pawn ticket shall be executed in foil and
counterfoil in the form prescribed in Schedule 1 and in
accordance with the directions contained in that form.

(2) No article shall be or be deemed to be taken in pawn
uniess and until—

(a) the pawner has signed the counterfoil of the pawn
ticket ;

{t) the pawnbroker has signed the foil of the pawn ticket
and has given the foil to the pawner ; and,

(¢} the pawner has received and accepted the foil of the
pawn ticket from the pawnbroker.

Price 10 cenis.)
1——7J. N. 45562-1,30% (4/36}
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ORDINANCE No. 5 oF 1935.

Pawnbrokers ( Amendment).

4 Seotion 8 of the principal Ordinance is hereby amended
ag follows :—

{a) by renumbering it as Section 8 (1) ;

{b) by the insertion of the words “, and the particulars
specified in the said Schedule shall be printed in
English, Sinhalese and Tamil on the back of the foil
of every pawn ticket given to a pawner under
Section 6  immediately after the word * Ordinance >
in the third line ; and

(¢} by deleting the words ‘* if required * in line 10, and by
inserting the words * preserving a copy thereof
with the books and documents described in
Schedile T ” between the word “him ” in line 11 and
the word “ and ”’ in line 12.

(d) by the addition of the following as Section 8 (2) (—

“(2) If, in respect of any loan on a pledge. a pawn-
broker takes any profit or demands or takes any charge
or sum whatever other than those specified in
Schedule IT to this Ordinance he shall be guilty of an
offence against this Ordinance, and shali be liable on
convietion to a fine not exceeding one hundred rupees.”

5 Section 15 of the principal Ordinance is amended by
the repeal of varagraph (6) and the substitution of the
following therefor :—

‘“{6) Enters in his book as sold a pledge which is not
sold, or makes any other false entry.,”.

8 Section 16 of the principal Ordinance is amended by the
substitution for all the words from “ The holder for the time
being ™ to ** indemnified for so doing ™ of the following :—

“ (1) The pawner shall be entitled to redeem a pledge if
he surrenders to the pawnbroker the foil of the pawn ticket
relating to that pledge and signs the foil in the presence of
the pawnbroker or his agent or servant.

(2) A person other than the pawner shall be entitled to
redeem a pledge if soch person surrenders to the pawn-
broker the foil of the pawn ticket relating to that pledge
duly endorsed with the signature of the pawner and if such
person signs that foil in the presence of the pawnbroker or
his agent or servant.

(3) Where by reason of the death or legal disability of
the pawner, the holder of the foil of the pawn ticket relating
to that pledge (hereinafter in this section referred to as the
* holder ") claims to be entitled to redeem that pledge but
is unable to surrender to the pawnbroker the foil of the
pawn ticket daly endorsed with the signature of the pawner,
the pawnbroker shall permit the pledge to be redeemed if
such holder surrenders to him the foil of the pawn ticket
relating to that pledge together with a declaration in the
form prescribed in Schedule IV duly made before & Justice
ginghe Peace by such holder and by the person identifying
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{4} Subject to the provisionz of sub-sections (1), (2) and

{8), the pawnbroker shall, on payment of the loan and

profit, deliver the pledge to the pawner or holder as the case

may be whe produces the foil of the pawn ticket relating to

that pledge ; and the pawnbroker is hereby indemnified in
respect of such delivery of the pledge : ™.

- T

7 The following section shall be inserted immediately after

section 16 of the principal Ordinance and shall have effect as

section 164 of that Ordinance :—

16a. (1) In a case where the foil of a pawn ticket has
been surrendered to the pawnbroker for the purpose of
redeeming a pledge, the pawnbroker shall retain in his
possession the foil and counterfoil of that pawn ticket for a
period of twelve months reckoned from the date of the
redemption of that pledge.

{2} In a case where a pledge has been redeemed without
the surrender of the foil of the pawn ticket relating to that
pledge, a pawnbroker shall retain in Lis possession for a
period of twelve months reckoned from the date of the
redemption of that pledge the counterfoil of the pawn
ticket relating to that pledge and the declaration delivered
0 him under section 19 for the purpose of such redemption.

(3) In a case where a pledye has been sold under the
provigions of this Ordinance, the pawnbroker ghall retain in
his possession the counterfoil of the pawn ticket relating to
that pledge for a period of twelve months reckoned from
the date of sale.

8 Section 19 of the principal Ordinance iz amended in
sub-section (1) thereof as follows :—

(1) in line 2, by substituting for the words *‘ the ticket **
the words ‘ the foil of the pawn ticket ** ;

(2) in line 3, by substituting for the words “a pawn
ticket ” at the end of that sub-section the follow-
ing :(—

“ the foil of the pawn ticket :

Provided that for the purpose of redeeming a
pledge he shall sign the counterfoil of the pawn
ticket and not the foil thereof as required by
section 16.”

9 Section 23 of the principal Ordinance is hereby amended
by the insertion of the following paragraph immediately after
paragraph (8) thereof and before the words “ he shall be
deered to be guilty of an offence ” :—

44

(8) does any act in contravention of the provisions of
this Ordinance ;

10 Bection 26 of the principal Ordinance is amended by
substituting the words “ may after the first conviction and
ah,zl.ll]i1 after the second ” for the words * shall if he thinks fit »*
m line 4. .
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4 ORDINANCE No. 5 o 1935

Paunbrokers (Amendment).

11 Section 29 of theprincipal Ordinance is hereby amended
as follows :—
() by the substitution of the words * Sub-Inspector and
any Chief Headman ™ for the word * Imspector ™
in the second line ; and *

{6} by the insertion of the words *‘ or Chief Headman ”
immediately after the word  police ™ in the. sixth
line.

12 Schedule I of the principal Ordinance is amended by

the repeal of the first three forms therein, and the subsiitn-
tion of the following therefor :—

(@) For ““ 1—Form of Pledge Book ™’ the following :—

1.—¥orm of Pledge Book.

Pledge Book of ———--, Pawnbroker, of
—
[+] . 5 ,:
A 3 |s 8
.ﬂ (=} [ -ﬁl s - :ﬁ
2 [B18 | &, £ |3 o | .l3
1zl 5 |54 1815 1= |2 |58
T | e $E| g 815 18 |8 1§ |3 2
cg S 2 B3 B Bl |2 | Bl
S91812 [Sa| B[S |E S |2.18. |2]%s
PElE] T, '5§ Aty glod|wl|8g ) @ —c»g
oo R + e ) 31 g S E 9 Sl=ei. |5
= = = o - =] 8
s2ls| 8% af) 8|2 |aE(5ki58 a8 et
A g £5 EREE angm'a.ﬁ. 221 §l5¢
% | 7 ZlE |z [R5 14 |=
Rs, ¢.f Ra. ¢ Rs. ¢
(b) For *° 2-—Pawn Ticket.” the following —
No. 2.—Pawn Ticket.
Counterfoil,  No. —. § Foil. No. —
To be retained by Pawn- g Date sy ——.
broker. X (name and address of
Date : . 7 pawner) has this day pawned with
Name and address of s the undersigned —-——— name)
pawnbroker —————. 2 and  address of pawnbroker)
1, the undersigned,—— % —— worth Ra. —— for

of (address of pawner)—— ‘Ei Rs.

have this day pawned with ¥

the saforesaid pawnbroker 3
worth Ra.

.
for Ra, . 3‘% Signature of pawn-
Signature of paw- broker or servant or
ner, or left thumb 3 agent of pawnbroker
Impression of *

pawner if unable
to write his name.



ORDINANCE No. 5 or 1935. 5

Pownbrokars (dmendment).

(¢} For * 3—Sale Book of Pledges.” the following :—

3.—8ale Book of Pledges.
Date and Place of Sale :——

Name and Address of Afictioneer ——.

g &
, i 55 | =
g - o g H E% _g
34 g g 3 ﬁ Edul 3.
b a & - S |5FEl 3%
g & 5] 3 S |28 33
AN R
52 E
ch a % g E 5 4
Ra, c, Ba. o. | Ra. ¢

18 Schedule IT of the principal Ordinance is amended by
adding the following at the endof Parl I.—Profit on Loan,
viz. :—

* —Restriction on recovery of enhanced profit :

Where a pawnbroker is entitled to enhanced profit as
from any date, such enhanced profit shall not be
recoverable if the pawner shows to the satisfac-
tion of a eivil court of competent, jurisdietion that
he failed to redeem the pledge before such date
only because the pawnbroker’s shop remained
closed between 8 A.M. and 8 P.M, on the day

preceding that date.”

thedule IV of the principal Ordinance is amended by
the addition thereto of the following Form :—
Declaration where the foil of the Pawn Ticket is surrendered

under section 16 without the signature of the Pawner
endorsed thereon,

I AB. of in pursuance of the Pawnbrokers
Ordinance, 1893, do solemnly and sincerely declare that—
pledged at the shop of ———— Pawnbroker the articlefs

described below andreceived the foil of a Pawn Ticket for the same
and that for the purposs of redeeming the pledge T am unable to
surrender the foll of the Pawn Ticket to the Pawnbroker with the
signature of the said ————— {pawner) duly endorsed thereon,

_because the said ———— (pawner) is dead/under a legal
disability, to wit ——— (nature of legal disability).

The article/s above referred to iafare ————,
2~——J, N. 43502 (4/35)
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6 ORDINANCE Np. & or, 1935.

Paumbrokers (Amendmn;}

it -

i
-

ICD—-—mpnrsuanceofthommeU us,
solemnly and sincerely declare that I know the person novm‘pxm
the foregoing declaration to be A. B. ~of R

Declared béfore me this day of ——msi—, 18——,
Sﬁatm‘a of A, B —,

istice of the Peaca, Slgnat.ure of 0. D. EEEL .

Passed in Council the Fourth day of Aprll Ono tho’usa-nd
Nine hundred and Thirty-five.

E. W. Kannancara,
Clerk of the Council.

Assented to by His Excellency™he Governor the -Thirtieth
day of April, One thousand Nine hundred and Thirty-five,

G. M. Revyiz,
Becretary to the Governor.

- J——)

Printed at the CE¥YLON GoOvERNMENT PrEss, CoromMBo ; and to be purchased at tht
GOVEENMENT RECORD Orricg, COLOMBO.
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The Indore Moneylenders Act

(Act No. V of 1938).

(Received the asseni of the Government of His Highness
the Maharaja Helkar on the 28th: May, 1938).

An Act to regulate the transactions of meneylending
in the Holkar State.

Whereas it is expedient to make better provigion for, Preamble

the regulatlon and control of the transactions of moneylend-
ing in the Holkar State; it is hereby enacted as follows:—

1. (1) This Act may be called the Indore Moneylend-
ers Act No. V. of 1938.

(B) - It extends to the whole of the Holkar State.
(8) It shall'come into force on the 1st July, 1938.

(4) It shall apply in the first instance o those
moneylenders only who advance a loan to an agriculturist
but Government may, from time to time, extend its opera-
tion to any other moneylenders.

2. In this Act; unless thereis aaything repugnant in
the subject or context:

{i) “bank’” means a company carrying on the busi-

- mess of banking and registered under any of

the enactments relating to companies for the
time being in force in the Holkar State;

(ii) *company” means a company registered under
any of the enactmenis.relating: to companies
for thetime beingin foree in the Holkar State,

Shoft title,
extent and com
mencement,
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€2) The Account required under - clause (a) of sub-
section (1) shall be so maintaiw® tat Hems due by way of
interest shall be shown as separate®ind distinet from the
principal sum and separate totals of principal and interest
shall be shown, The moneylender shall not include the
interest or any pertion of it in the principal sum, and the
principal and interest shall be separately shown in the open-
ing balanece of each new annual account:

Provided that—

(i) if the loan has, since it was originally advanc-
ed, passed by inheritance or assignment to a
widow or a minor, such widow or minor shall
not be bound to maintain and furnish the
account under sub-section (i) for a period of

"~ {wo years from the date of such passing:

{ii} mothing in this section shall be deemed to lay
upon any person the duty ef maintaining and
furnishing the aceount under sub-section (1)
in the case of a loan wherein the title to
recover is sub-judice between two or more
persons claiming as moneylenders adversely
to each other unless and until the title has
been finally decided by a court of competent
jurisdiction.

4. Copies of entriez in the aceount required to be
maintained under clause (a) of sub-section (1) of section 3,
when certified in such manner as may be prescribed shall
he admissible in evidence for any purpost in the same
manner and to the same extent as the original entries.

6. Every moneylender, who receives repayment from
his debtor on account of any loan advanced to him. shall
forthwith give a receipt theré¢for.

6. Notwithstanding anything éontained in any other-
enactment for the time being in force, jn any suit orpro-
ceeding relating 1o a loan—

(a) the .court shall, before deciding, the claim on
the mefits, frame and decide the issue
whether the moneylender has complied with



the provisiong .of clauses (a) ahd (b} of sub-
section (1 tion 3:

if the court finds that the provisions of claose
(a) of sub-section (1) of section 3 have not
been complied with by {he moneylender it
shill, if the plaintifi’s élaim is -egtablished in
whole or in part, disallow the whole or any
portion of the interest found due,-as may sesm
reasonable to it in the circumstances ‘of the
~ase and may disallow costs ; and

.(¢) if the court finds that the provisions of clause
{b) of sub-section (1) of section .3 have not
been complied with by the moneylender it
shall, in computing the amount of interest due
upon the loan, exclude every period for which
the moneylender omitted duly to furmish the
accounts ag required by that clause:

provided that if themoneylender kas, after the tim
prescribed in that clause, {urnished the gsccoent and the
plaintiff satisfies the court that he had sufficient cause fo
not furnishing it earlier, the court may, notwithstanding
such omission, include any such period or pericds for: ﬂre
purpose of computing the interest.

‘Explamition:—A moneylender who has Thaintainec
ks aceount and sent his annual statéments of accounts'it
the preseribed form and manrer shall be held to have coi.
plied with the provisions af clauses (a) and (b) of sub
section (1) of sectibn 3 inspite of any érrors and omissions
if the eourt finds that such errors and othissioms are acei
dental and not material and that the accounts have beer
kept in good faith with the intention of complying with the
- provisions of thnse clauses.

. 1. The provisiong of sections 3, 4, 5 and 6 shall nol
apply to any lodn made before this Act comes into force:

Provided that, if any frésh transacuion. in respeet o
a joan made hgf‘ore this Act -comes into force 15 made aftes
this Aet comes Mto force, such tranaction shall be stbjeed
to the provisions of those sections,



Indore Moneylenders Aét.

Power to limit 8. Notwithstanding anything contained in any other
interest secover~  enactment for the time being in foree,” no Court shall decree,
sbleinthecase i yogpect of any loan made beforé this Act comes into
of oid loans. force, on account of arrears of interest, a sum greater than

the principal of such loan.

_ Power to limit 9. No Court shall, in respect of any loan made after
interest in the case thiy Act comes inte force, decree on account of arrears of
ofnewloant  interest a sum greater than the principal of the loan.

Il
-

Power to direct 10. The Court may, at any time on the application of
sz;“: :: :e“e‘ a judgment-debtor after hearing the decree-hélder's objec-
imm:m“ ¥ tions, if any, direct that the amount of any decree passed
) against him, whether before or after this Act comes into

- force, in respect of a loan shall be paid in such number of
instalments and subject to such conditions on the dates fixed
by it as having regard to the circamstances of the judg-
ment-debtor and the amount of the decree, it considers fit.

Register of 11. (1) Every Sub-Registrar shall maintain a register
moteylenders.  of moneylenders in such form and containing such parti-
culars as may be preseribed. ‘

(2) Such register shall be deemed to be a public
document within the meaning of the Indore Evidence Act,
1904,

Registration of 12. (1) Every moneyiender shall regigter himself as
moneylenders a moneylender by an application made to the Sub-Registrar,
end registration” within the limits of whose jurisdiction the principal place -
certificate, of business of such moneylender is situaté and on such

registration, the Sub-Registrar shall grant a regist‘ratiori;"
certificate to the monevlendeor in such form as may be pres: -
eribed.

{2) Every application made under sub-section (i)
shall be in writing and shall contain such particulars as may
he prescribed '

Regisiration fee, 18. person who miskes an application for regis-
tration under section 13 shall pay such registration fee,
not exceeding-twelve rupees, a8 may be prescrjbed and such
fee shall be payable by means oF court fee stamps affixed

to the application;



Indore Moneylofie Act.

Provided that wue VUVULALLCLL 1UAY, DY HUSMIEMLIOEL,
exempt any person or class of persons from payment of the
registration fee either gengrally or for any specified area.

- 14. (1) A registration certificate granted under sec-
tion 12 shall be in force for three years from the date of
the reglstratmn : -t

(2) On the explratlon of the "berlod of three years
such certificate shall be renewed.from time to time by an
application made to the Siub-Regisfrar within the limits of

- whose jurisdiction the principal place of business of the
applicant is situate and, if remewed, shall be in force for
- three years from the date of renewal.

(3) Every application for renewal under sub-sec-

tion (2) shall be in writing and the prowsmns of section 13

shall apply to such application.

15. (1) No moneylender shall, after the expiration
of three months from the date on which this Act is brought
into force, carry on his business as moneylender in any
locality in the Holkar State without obtalmng a registration.
certxﬁcate under gection 12. :

(2) Whoever coniravenes the provision of sub-
gection (1) shall be punishable with fine which may extend
to fifty rupees, or, if he has previously been convicted of an
offence under that sub-section tMen with fine which niay

extend to one lmndred rupees

16. (1) " The authority, empowered tor héar appeals
against the Sub-Registrar appointed under’ thzs Act may
accept from any person who hag commxtted an offence
against sub-section (1) of section 15 a sum of money not
exceeding one hundred rupges by way of composition for
such offencée - 3 .

(2) On payment of such sum of money the per-
son who has committed an qffence, if in custody, shall be
discharged, and no further proceedings shal be taken
agamat him in regard'to the offeffce so compounded.

117. (1) The Government may, by notification in the

Holkar Governmgnt Gazette, prohibit any class of persons
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" %B@ngalom, dated the 10tk
Deceriber 1938

Under Kule 8 of the rules for. the conduct of business
ot the Mysore Legiglative Coundil; jhé docompanying Money
Lenders’ Bill {g %';ths,hed for geneml information with

: pﬁ&tomﬁt objects and reasons.

By Order,
A, SuNDaRaRATA Rao,

Secretary,
Mysors Legnslatm Coungil.

“TRE 'MONEY LENDERS’ BILL.

Whereas it is expedient to regulate and control the
transaetions of noney lending ;.it'is hereby enacged as

fatlAmoe

CHAPTER I.
Preliminary.

S Phis Act may be called vuv i guore Money
[@nders Act, 193 .
i @) The Government way, by notlﬁcatlon in the
oﬂienl Gazette, apply all'or any of the provisions of this
Aot fo any local area or to any class of money lenders
from such date as may be specified in the not1ﬁcat10n and
mdy. also by a like notification exclude from the operation
f this Aot any lcval area or exempt any money lender or
Aase of money lenders or any class of leans from the
yperation of all dr any of the provisions of this Agt, .
2. In this Act unless there is anything @pu@agt in
ihe ;ub]ect or context :— = -

(1} “Court” includes a Court a.ctlng in ﬁe exer-
e of nsbivency jurisdiction ; - -
z {2) ““ Interest ™ includes any sum “by™ - whatsoever
name called in excess of the principal paid or payable to s
money lender in consideration of or otherwise in respect
of §:Joan, but does not include any sum lawfully charged
in aaéordance with the provisions'ef this Act or any other

law fosgthe time being in force by a money lender for ‘or
on aceonnt<nf nnsta rharoaa ar exnenaes



¥

iotment

(3) “ Lioan ¥ theans an advance whether of money
orin kind on interest made by & mongy, lender.and includes.
any transaction which in the opinion of the court is in
substance & loan; -

«  (4) “Money Lender” means an m&ividuaf or an.
undivided Hindu family or an uningorporated body’of
individuals or body corporate moorpora.hed under any law
in Mysore or outside Mysore or a body which stands to
any such body corporate in the relation ob a ‘subfi-
diary body and includes’ assignees and _%Jhe !aga.l
representative of the monsy lender, who or whic

(i) carries on the business of money lending in the

State; or
(ii) has his or its pringipal, place of such. busmess
in the State ; T

and includes a pawn-broker;  © _

(5) « Money lending business ™ “ Business of
money lending” meahs the business of adva.nclng loans
either solely or in common with any business ;

(6) “ Pawn-broker ” nieans a person who carries on
the business of taking goods and chattels in pawn fof a
loan;

(7) ¥ Pawnor " means a person delivering an a.rtslgﬂa

for pawn to a pawn-broker;

(8) “ Prescribed ” means prescribed by rules made
under this Act;
9) “Prlnmpa.l" ‘neans in relabmn o a ]oa,nv't.he
amount actually lent to the debtor ; .
(10) “ Register ” means & reglster of money lenders

‘maintained under section 4 ; and

(11) ¥ Registrar™ med.ns the registrar of money
lenders appmnted under section 3.

- {12} “Secured loan " ~means a loan for which the
mon,ey lender holds a mortgage, charge or lein on “the
propesty of the debtor or any pa.rtitbereof a8 a secuyitv for
that loan;

(18) « Unsecured loan” means any loan other.tha,n
a secured loan. -

- CHAPTER 1II.

Registration apd Licensing of Money Lendar|1
3. The Government may appoint rega‘stra.rs )

€t niopey lenders for the purpose of this Act and may defin



the  local areasWithin which each registrar shall eXercise
his powers and perform his duties.

4. The registrar shall maintain a register of money.

tenders in such form as way be prescribed.

- -5. Every money lender shall apply in writing to the
régistrar for the area in which the principal place of
‘business of such money lender is sitnated or in which he
intends to carry on the business of money lending, to be
registered as a money lender. The application shall con.
4ain such parficulars*as may be prescribed. On receipt
of anch a.pplma.tlon the registrar shall register the name
of the spplicant in the register unless dlsquahﬁed under
section 19. Any such person ceasing to carry on the
businesas of money lending may, on application to the said
aubhority, get his name struck off from the register.

6. A registration of a money lender shall be valid

for three years from the date of registration but may be-

renewed from time to time. If remewed it shall have
effect for three years from the date of the renewal.

7. Every money lender whose name has been regis-
tered and to whom this section 18 made applicable shall
annually take out a licence from the registrar on payment
of the prescribed fee in such form and subject to such
conditions a8 may be prescribed for carrying on the busi-
ness of money lending.

8. A licence granted under section T, shall, unless
sooner cancelled, be in force for one year frc
which it is granted.

CHAPTER 1IL

lexnlati‘on of Accounts.

«. Eyery money lender shall in respect of every loan
advanced by him after the commencement of this Act and
every transaction made by him after the commencement
of this Act relating.to any loan advanced by him before
the eommencement - of this Act, regularly record and
maintain or cause $o be recorded and mainfained an
accound in sych form, langtge, script. and pumerals as
the Governnrent may prescrlbe

10. = Every money lender shall at the time of pay-
meht, give to the debtor or his agent for the sum paid 4
bim or on his behalf, a receipt duly signed and if neces-
sarv gtammned.
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Furnishing 11. () Every money 1enaer-snali, on cemand made

o™ ®  in writing by the debtor at any time during the - period
when the loan or any part thereof has not been repaid, on
payment of the preseribed fee, furnish to the debtor or if
he 80 requires io any person mentioned by him in that
behalf, a statement of account in the prescribed form and
showing the amount which remains outstandmg on
account of the principal and of interest :

Provided that where a money lender has complied
with the demand the debtor shall not make a further
demand for a stateisent of account in respect of the same
loan within a period of six months from the date of such
compliance.

(2) A person to whom a statemen$ of account has
been furnished under sub-section (1) shall not be bound
to acknowledge or deny its correctness and his failure to
object to the correctness of the account shall not by itself
be deemed to be an admission of the correctness of sush
account, '

Duiy of 12. (1) Every pawn-broker shall regularly record
Bher ™ and maintain an account in which in addition to the
- seeounte,  particulars contained in the form prescribed ~ under
section 9, the following particulars are recorded,
namely :—

(a) a full and detailed description of the article or
of each of the articles taken in pawn,

(b) the name of the pawnor and where the pawnor
is not the owner of the article or of any of the articles
pawned, the nawme and address of the owner thereof.

. (2) A frue copy of the entries in such account
shall be delivered by the pawn-broker to the pawnor at
the time of the pawn on tender of the prescribed fee.

ﬂ‘;;;g::‘;“ by 13. (1) The registrar may inspect or cause o be

' inspected by any officer subordinate to him the accounts
required to be malntamed by a money lender under
this Act.

(2) The money lender sha.ll be bound to produoe
all books of account for inspectiop.

(8) If from puch an inspection it appears that sach
money lender has committed any offence under this Act,
the registrar may cause proceedings to be institnted
against him in the court having jurisdiction. -



CHAPTER IV.
Provisions relatiag to suits in respect of loans.

4. Notwithstanding anything contained in any law
for the time being iu force, no court shall in any suit
brought in respect of a loan advanced after the commence-
ment of this Act, pass a decree for interest at rates
exceeding 9 per centum per annam in the case of a secured
loan and 12 per centum per annum in the case of an
unsecured loan. '

15. No money lender shall recover by suit interest
of any kind at & rate exceeding 6 per centum per annum
in respect of any loan made after the commencement of
this Act under a contract which provides for the payment
of compound interest. '

16. Where the interest charged is in excess of the
rates prescribed as maximum in sections 14 and 15, the
court shall presume for the purpose of section 3 of the
Usurious Lioans Act that the interest charged is excessive
and that the transaction was substantially unfair.

17. No court shall, in respect of a loan advanced
before or after the commencement of this Act, decree on
account of arrears of interest, a sum greater than the
principal of the original loan.

* 18, Notwithstanding anything contained in any
enactment for the time being in forece, (@) if in any
guit or proceeding relating to a loan the court finds that
the provisions of section 9 or section 12 have not been
complied with by the money lender it may, if the plaintiff's
claim is established, in whole or in part, disallow the
whole or any portion of the interest found due, as may

seem reasonable to it in the circumstances of the case and .

may disallow costs ; -« :

(b) if the money lender to whom a demand has
been made under section 11 fails without reasonable excuse
to comply therewith within one month after the demand
has been made, the court shall disallow interest for the
period of defauls.

OCHAPTER V¥
Penalties.

49. (1) Where in any suit brought in respect of a
loan by a money lender, the court is of opinion that the
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money Jender has been guilty of frand or of any contraven-
tion of the provisions of this Act or of any rule made
thereunder or is otherwise unfit. to carry on the business
of money lending, the court may order that the licence
held by such money lender or his registration be suspended
for such fime as the coart may think fit or cancelled and
may also declare such money lender disqualified from
obtaining a lMcence or being registered under this
éct either permanently or for such period as it thinks
t. :

(2} The court shall couse the particulars of any
order made under this section to be endorsed on the
licence held by the money lender against whom such order
is made and shall cause copy of its order to be sent to the
registrar by whom the licence was granted or the regis-
tration was made for the purpose of entering such parti-
culars in the Register. 1

{3) Every holder of a licence shall, on being called
upon by the court to do so, produce the licence within
such time as may be directed by the court.

(4) Any person whose licence or registration has
been cancelled or suspended in accordance with the
plovisions of this section shall, during the period for
which such order of cancellation has effect or during the
period of suspencion, as the case may be, be disqualified
from being registered or obtaining a licence,

Penalty for 20. Whoever makes default in complying with or

ot provisions a0t8 in contravention of any provision of this Act shall, if
no specific penalty has been provided in this Act, be
punishable for the first offence. with fine which may extend
ko Rs. 200 and for a second or subsequent offence with
imprisoninent of either description for a term not eXceed-
ing one month or with fine which may extend to Rs. 500
or with both and shall also be liable to have his registra-
tion and licence cancelled.

CHAPTER VI

Miscellancous.

b oy A 21. (1) The Government may make rules for catry-
o ing out the purposes of thig Act.



(2) In particular and without: prejudice - to - the
generality of the foregoing power, such rules may provule
for all or any of the following matters, namely :— :

(1) the form of the register mentioned in gection

; ‘
(i) the form of the application mentioned in
section 5 and the particulars to be cont&med

therein ;

«--) the forus and conditions of the licence men-
tioned in section 7, the fee therefor and the

- manner of pa.yment of the fees;

(iv) the form, language, seript and numerals to be
used in the accounts required to be kept
under section 9;

the-form of the statement of account to be
furnished under section 11 and the details
to be included therein and the fee to be paid
for such statement ; and

(vi) the fee to be paid for a copy of the entries in
& pawn-broker’s account to be furnished
under section 12.°

. Nothing contained in this Act shall affect the

ons of the Mysore Agricalturists Relief Act, 1998

powers of a court under the Usurious Loans Act,

sxcept to the extent specified in section 16.

. 'I'be Government may, by notification in the
omcial Gazette, apply all or any of the provisions of
Chapters 111 and IV to the loan transactions of creditors
other than money lenders.

Statement of objects and reasoss.

The question of introducing legislation for the control
of money londing business in order to protect ignorant
debtors against fraud and extortion has been under consi-
deration of Government for some time past. The desira-
bility of legislation in the watter was also being urged in
the Representative Assembly and Legislative Council.
Some leading non-official gentlemen were consulted by
'Government in 1933 with a view to decide upon the desir-
ability and the form of the legislation. They were
generally in favour of lepislation and their suggestions
bave been adopted to the extent they were found suitable.
The Royal Commisgion on Agriculture, the Royal Com-
misgion on Labour and the Banking Enquiry Committee
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have all recommended legislation ror consro: o1 money
lending business. Certain of the British Indian Provineces
have already taken or dre taking action in the matter.

The existing Acts affecting money lending, wiz.,
the Usurious Loans Act and the Agriculturists Relief Act
are not suflicient to give relief to the debtors. They
touch on certain portions of the law relating to money
lending and the latter affects only a certain class of debtors
viz., agriculturists. The present Bill will apply to money
lending in general. The business of money lending as
carried on by certain clasaes of money lenders, is defective.
Regular accounts are not ordinarily kept and receipts are
not some times given for money paid by the debtors. The
interest charged is also high. It is therefore proposed to
introduce a bill for the control of the business of money
lending in the interest of many ignorant and illiterate
debtors, A reasonable maximum rate of interest that
may be allowed by courts is fixed. Provision is made for
the safe conduct of the business by requiting proper main-
tenance of accounts and giving opportunities to the
debtors to ascertain periodically the state of the aceounts.
Provision is also made for registration and licensing of
money lenders. At the same time care is taken to see
that the Bill does not unnecessarily harass money lenders
and restrict facilities for credit.

Penalties for non-compliance of the provisions of the
Bill are not hard but reasonable and just sufficient to weet
the requiremente of the case.



NOTIFICATION

No. 2593 —L. C., Bangalore, dated
Y7th May 1939.

Under Standing Order No. 49 of the standing orders
for the conduct of business of the Mysore Lt"lbl&thE‘
Council, the following Report of the Select Committoe on
the Money lenders Bill together with the Bill as amend-
ed by the Select Committec and also with a note by
Mr. P. Subbarama Chetty and the dissenting note of
Mr, Belur Srinivasa Iyengar is published for general
information.

By Order,

B. K. RAMAKRISHNAIYA,
For Secretary,
Mysore Legislative Council.

MONEY LENDERS’ BILL.

Select Committee Report.

We, the members of the Select Comimnittee to which
the Mysore Money Lenders Bill was referred have consi-
dered the several clanses of the Bill, heard representatives
of the important Money Lenders’ Associations and have
now the honor to submit the following report . —

Clause 2 (5).—We recommend that the word ‘ other’
may be added between the words ‘any’ and ‘business’.

Chapter 2.—After considerable discussion of the
soveral clauses of this Chapter we are of opinion (Messrs.
Rajasabhabhushana Diwan Bahadur K. R. Srinivasa
Iyengar, Belur Srinivasa [yengar and G. Girimaji Rao
dissenting) that the existing provisions may be retained.

Clause §.—We recomnmend that great cantion shounid
be observed in applying the provisions of this clause to
petty money lenders in the villages.

Clause 12.—To malke the record of the transactions
more cownprehensive, we recommend that the sub-clause (1)
may be recast as follows :—

12 (1) Every pawn-broker shall regularly record
and maintain an acgount jn which in addition io the
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particulars contained in the form prescribed under
section 9, the following particulars are recorded
namely :~—

(@) a full and detailed description of the article or
ol each of the articles taken in pawn,

(b) the time agreed upon for the redemption of the
pawn,

() the name of the pawner and where the pawner
is not the owner of the article or of any of the
articles pawned, the name and address of the
owner thereof.

We also recommend that sub-clause (2) may be
recast as follows :—

12(2). A true copy of the entries in such account
signed by the pawn-broker or his duly authorised agent
shall be delivered by him to the pawner at the time of
~ the pawn on tender of the prescribed fee,

Clause 13.—As we consider that inspection should be
made only when the accounts are suspected to be im-
properly kept, we recomminend the substitution of the
following clause for the existing one :—

13(1). 1f an officer specially authorised in this
behalf by the Governmnent has reason to believe that the
accounts required to be maintained under this Act by a
money-lender are not properly maintained by him, such
officer may call upon the woney-lender to produce all his
books of account for inspection and such money-lender
shall be bound to produce all such books.

(2) If from such inspection it appears that such
money-lender has committed any offence under this Act,
such officer may cause procoedings to be instituted against
himm in the court having jurisdiction.

Clause 14.—While the majority of us are of opinion
that the existing provision may be retained, a few were
of opinion that the maximum rates of interest should be
increased in the case of small loans below a fixed amount
in order to avoid strangulation of credit in rural areas.

Clause 15.—~We recormmend that the words ‘with
yearly rests’ inay be added after the word ‘annum.’

We suggest to Government that clauses 14 to 17
should be made applicable to all money-lenders as defined
in the Bill and no exceptional treatment should be given
to Banks as regards these clauses.
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Clause 18.—To indicate that the Courts have discre-
tion to disaliow a portion only of the costs in suitable
cases, we recommend that the last three words in Clause
18 (2) may be changed to ‘may disallow the whole or any
portion of the costs.’

Clause 19.—In sub-clause (1)} for the words ‘or is
otherwise’ we recommend the substitution of the words
‘and is.’ '

As we consider that a right of appeal should be given
to a party aggrieved by an order of court under Clause
19 (1), we recommend the addition of the following as
sub-clause (§5):—

(5) Re-hearings of and appeals from any order
under sub-gection (1} may be had in the same manner
and subject to the same conditions in and subject to
which appeals inay be had from any ovder or decision of
the same court within its ordinary jurisdiction. In cases
cognizable by a court of sinall causes appeals shall e to
the principal court of orginal jurisdiction in the division.

Clause 20.—~To make the punishment for contraven-
ing the provisions of this Act less drastic aud to indicate
that the cancellation or suspension of license is to be done
by the registering officer, the court having merely to pass
an order to that effect, we recommeund the substitution
of the following clause for the existing one :—

20. Whoever makes default in complying with er
acts in contravention of any of the provisions of this Act
shall, if no specific penalty has been provided in this Act,
be pupishable,

{a) for the first offence with fine which may extend
to rupees two hundred,

(8) for the second offence with fine which may
extend to rupecs five hundred, and

(¢) for any subsequent offence with imprizsomment
of either description for a term not exceeding one inonth
or with fine which may extend to rupees five hundred or
with both ;
and on such conviction the court may also order that his
registration or license shall be cancelled,

We consider that the Government shounld be
given power to remove a disqualification imposed on a
money lender by a court under clauses 19 or 20 and we
therefore recommend the addition of the following clause.
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as clause 21, the existing clause 21 being re-numbered as
clause 24.

21. The Government nay, at any time on appli-
eation in the prescribed form accompanied by the
prescribed fee, remove a disgnalification lmnposed on a
money lender by a court under Section 19 or Section 20,
having regard to the time which has elapsed since the
order and the circumstances under which it was made or
to the time which has elapsed since the conwctlon and
to the mature of the offence.

We also consider that prosecutions for an offence
under this Aet should not be belated and we therefore
recommend the addition of the following clause as clause
22, the existing clause 22 being renumbered as clause 25.

22. No prosecution foran offence under this Act or
any rule made thereunder shall be institoted except within
one year next after the commission of such offence.

We consider that protection should be given toa
debtor against molestation and we recommend the addi-
tion of the following clause as clause 23. The existing
clause 93 being renumbered as clause 26.

28. Whoever molests, or abets the molestation of,
a debtor for the recovery of a debt owed by him to the
creditor shall be punishable with imprisonment of either
description for a term which may extend fo three months
or with fine which may extend to five hundred rupees or
with both.

Ezplanation,

For the purpose of this scction a person who with
intent to cause another person to abstain from doing or to
do any act which he has a right to do or to abstain from
doing :—

{a) ohstructs or uses violence or intimidates such
other person, or
() persistently follows such other person 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
{¢) loiters or does any similar act at or near a
house or other place where such otber person resides or
works, or carries on business, or happens to be,
shall be deemed to molest such other person:
Provided that a person who attends at or near such
house or place in order merely to obtain or communicate
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information or to make a demand for a loan due shall not
be deemed to molest.

(2) Notwithstanding anything contained in the
second schedule to the Code of Criminal Procedure an
offence under this section shall be 4 cognizable offence ag
defined in the Code.

Clause 24.—Consequent on the addition of clause 21,
we recommend that the word ‘and’ at the end of (v) of
sub-clause (2) may be omitted and the following words
and figures added after (vi):—

and (vii) the form of the application for removal of
a disqualification under section 21 and the fee therefor,

Clause 25,—-Since the extension of the provisions of
Chapters IIT and IV would not be effective without the
extension of the provisions of Chapter V which provide
for penalties, we recommend the substitution of the
figures and words ‘IV and V' for the words and figures,
“and IV” in this clause.

As some additions have been made to the Bill we
recommend its republication.

N. Madhava, Rau, (Chairman),

8. Abdul Wajid,

B. T. Kesaviengar,

Mirle N. Lakshminaranappa,

M. Abdul Hukh,

M. 8. Ramchendra Rao,

K. R. Srinivasa Iyengar,
Mahomed Abbas Khan,

R. Chennigaramiah,

P. Suhbarama Chetty (subject
to a note),

@. Girimaji Rae,

Belur Srinivasa Iyengar (subject
to a minute of dissent),

T. Ramachandra.

Mr, B. 8. Puttaswamy has not intimated ‘ hig approval of the
report. His signature will be notified when received.
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Note by Mr. P. Subbarama Chetty.

As regards Chapter II, I am against insisting on
money lenders to take license and also get their names
registered. I think that registration alone will do.
Licens sing, in my opinion, is derogatory to the self respect
of respectable money lenders. I would like to suggest
that in case licensing also i3 insisted upon, the term must
be for three years instead of one year, as in the case of
registration.

Clause 13 (1) provides that the registrar may inspect
or cause to be inspected by any officer subordinate to him,
the accounts of a money lender. It is desirable that the
officer authorised should be, under no circumstances an
officer below the rank of an Assistant Commissioner,
because the secrecy of the accounts is to be very strictly
maintained, otberwise the credit of the person will be
affected,

The rates of interest prescribed in Clanse 14 of the
Bill in cases of big loans over and above 1,000 are little
high, so the rates may be reduced to 6 per cent and 9 per
cent in cases of secured and unsecured loans, respectively.
But in cases of loans exceeding Rs. 100 and not exceeding
Rs. 1,000, the rates provided in the Bill are quite fair and
may be retained. DBut in cases of small loans helow
Rs. 100 the rates may be raised to 12 per cent in cases of
secured loans and 18 per cent in cases of unsecured loans.
Where money lending is very risky, those areas may be
exempted from the operation of this clause, not to deprive
the people of credit facilities.

Dissenting Note of Mr. Belur Srinivasa lyengar.

I am of opinion—

(a) that Sections 7 and 8 are not necessary at all,

(&) that interest in respect of unsecured debts may
he raised to a maximum of 24 per cent and
12 per cent in respect of secured debt,

(¢) that Seetion 12 should not be applicable to
cases where the amount raised by pawning
does not exceed Rs. 20,

(d) that Section 13 is rigorous if not un-
necessary,

(¢) penalty under Section 20 too severe.



THE MONEY LENDERS’ BILL
As Amended by the Select Committee.

(Omissions are shown in square brackels and
additions in Italics.)

Whereas it is expedient 6o regulate and control the
transactions of wmoney lending; It is hereby enacted as
follows : —

CHAPTER 1.

Preliminary.

1. (1) This Act may be called the Mysore Money
Lenders’ Act, 193 ‘

(2) The Government may, by notification in the
official Gazette, apply all or any of the provisions of this
Act to any local area or to any class of money lenders
from such date as may be specified in the notification and
may also by a like notification exclude from the operation
of this Act any local area or exempt any money lender or
class of money tenders or any class of loans from the
operation of all or any of the provisions of this Act.

2. In this Act unless there is anything repuygnant in
she subject or context :—

(1) “court” includes a Court acting in the exer-
:ise of insolvency jurisdiction;

(2) “interest ” includes any sum by whatsoever
narne called in excess of the principal paid or payable to a
money lender in consideration of or otherwise in respect
of a loan, but does not include any sum lawflully charged
n accordance with the provisions of this Act or any other
aw for the time being in force by a oney lender for or
n account of costs, charges or expenses;

(3) “loan’" means an advance whether of woney
rin kind on interest made by a money lender and inclndes
wy transaction which in the opinion of the court is in
substance a loan ;

(4) “money lender” means an individual or an
mdivided Hindu family or an unincorporated body of
ndividuals or body corporate incorporated under any law
n Mysore or outside Mysore, or a body which stands to

Short 'Title.

Applicaticn,

Definitions,
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any such body corporate in the relation of a subsi-
diaty body and includes assignees and the legal
representative of the money lender, who or which—

(i) carries on the business of money lending in the
State; or '

(ii) has bis or its principal place of such business
in the State;

and includes a pawn-broker;

(5) “money lending business” or “business of
mopey lending”’ means the business of advancing loans
either solely or in common with any other business ;

(6) " pawn-broker " ineans a person who carries on
the business of taking goods and chattels in pawn for a
loan ;

(7) “pawner” means a person delivering an article
for pawn to a pawn-broker;

(8) “ prescribed ” means prescribed by rules made
under this Acs;

{9) “principal” means in relation to a loan the
amount actually lent to the debtor ;

(10) “register ” means a register of money lenders
maintained under section 4 ;

(11) “registrar” means the registrar of money
lenders appointed under section 3 ;

(12) “secured loan” means a loan for which the
mouey lender holds a mortgage, charge or lien on the
property of the debtor or any part thereof as a security for
that loan ; and _

(13) “unsecured loan” means any loan other than
a secured loan.

CHAPTER II.

Registration and Licensing of Money Lenders.

3. The Government may appoint registrars of
money lenders for the purposc of this Act and may define
the local areas within which each registrar shall exercise
bis powers and perform his duties,

4. The registrar shall maintain a register of money
lenders in such form as may be preseribed.

5. Every money lender shall apply in writing to the
registrar for the area in which the priucipal place of
business of such money lender is situated or in which he
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intends to carry on the business of money lending, to be
registered as a money lender. The application shall con-
tain such particulars as way he prescribed. On receipt
of such application the registrar shall register the name
of the applicant in the register unless disqualified under
section 19, Any such person ceasing to carry on the
business of money lending may, on application to the said
authority, get his name struck off from the register.

6. A registration of a money lender shall be valid

for three years from the date of registration but may be
renewed from time to time. If renewed it shall have
effect for three years from the date of the renewal,
7. Every money lender whose name has been regis-
tered and to whom this section is made applicable shall
annually take out a licence from the registrar on payment
of the prescribed fee in such form and sabject to such
conditions as may be prescribed for carrying on the basi-
ness of money lending.

8. A licence granted under section 7, shall, unless
sooner cancelled, be in force for one year from the date on
which it is granted. :

CHAPTER 1I1.
Regulation of Accounts.

9. Every money lender shall in respect of every loan
advanced by him after the commencement of this Act and
every transaction made by him after the commencement
of this Act relating to any loan advanced by him before
the commencement of this Act, regularly record and
mmaintain or cause to be recorded and maintained an
account in such form, language, script and nuimerals as
the Government may prescribe.

10. Every money lender shall, at the time of pay-
ment, give to the debtor or his agent for the sum paid by
him or on his behalf, a receipt duly signed and if neces-
sary stamped.

11. (1) Every money lender shall, on demand made
in writing by the debtor at any time during the period
when the loan or any part thereof has not been repaid, on
payment of the prescribed fee, furnish to the debtor or if
he 80 requires to any person mentioned by him in that
behalf, a statement of account in the prescribed form and

3
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showing the amount which remains outstanding on
sccount of the principal and of interest :

Provided that where a money lender has complied
with the demand the debtor shall not make a further
demand for a statement of account in respect of the same
loan within a period of six months from the date of such
compliance.

(2) A person to whom a statement of account has
been furnished under sub-section (1) shall not be bound
to acknowledge or deny its correctness and his failure to
object to the correctness of the account shall not by itself
be deemed to be an admisgion of the correctness of such
account,

Dutyol [12. (1y Every pawn-broker shall regunlarly record
& keep and maintain an account in which in addition to the

sccounts:  particulars contained in the formn prescribed under
section 9, the following pariiculars are recorded,
namely :—

(a) a full and detailed description of the article or
of each of the articles taken in pawn,

(b) the name of the pawner and where the pawner
is not the owner of the article or of any of the articles
pawned, the name and address of the owner thereof.

(2) A true copy of the entries in such account
shall be delivered by the pawn-broker to the pawner at
the time of the pawn on tender of the prescribed fee.]

12. (1) Every pawn-broker shall regularly record
and maintain an account in which in addition to the
particulars contained in the formn prescribed wnder sectivn
9, the following particulars are recorded, namely :—

(a) a full and detailed description of the article or
of each of the articles taken in pawn,

(B) the tyme agreed upon for the redemption of the
pawn.

(¢} the name of the pawner and where the pawner
s not the owner of the article or of amy of the articles
pawned, the name and address of the owner thereof.

(2) A true copy of the entries in such account
stgned by the pawn-broker or his duly authorised agent
shall be delivered by him to the pawner at the time of the
pawn on tender of the prescribed fee.

é‘l}%ﬁf}iﬁ" by [18. (1) The registrar may inspect or cause to be
inspected by any officer subordinate to him the accounts
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tequired to be maintained by a money lender under
this Act.

(2) The money lender shall be bound to produce
all books of account for inspection.

(3) If from such an inspection it appears that such
money lender has committed any offence under this Act,
the registrar may cause proceedings to be instituted
against him in the court having jurisdiction.]

13. (1) If an_ officer specially awthorised in this
behalf by the Government has reason to believe that the
accounts required to be maintained under this Act by a
money lender are mot properly maintained by him, sueh
officer may call upon the money lender to produce all his
books of account forinspection and such money lender shall
be bound to produce all such books,

(2) If from such inspection it appears that such
money lender has committed any offence under this Act,
such officer may cause proceedings to be instituted against
him in the court having jurisdiction.

CHAPTER IV.

Provisions relating to suits in respect of loans.

14. Notwithstanding anything contained in any law
for the time being in force, no court shall in any suit
bronght in respect of a loan advanced after the commence-
ment of this Act, pass a decree for interest at rates
excecding 9 per centumn per annum in the case of a secured
loan and 12 per centum per apnum in the case of an
unsecured loan.

15. No money lender shall recover by suit interest
of any kind at a rate exceeding 6 per centum per annum
with yearly rests in respect of any loan made after the
commencement of this Act under a eontract which provides
for the payment of compound interest.

16. Where the interest charged is in excess of the
rates prescribed as maximum in sections 14 and 15, the
court shall presunie for the purpose of section 8 of the
Usurious Loaps Act that the interest charged is excessive
and that the transaction was substantially unfair.

17. No court shall, in respect of a loan advanced
before or after the commencement of this *Act, decree on
account of arrears of interest, a sum greater than the
principal of the original loan.,

The maxi-
mum rates of
intereat to be
decreed.

Maximam
rate of
compoind
interest,
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18. Notwithstanding apything contained in any
enactment for the time being in force.

{a) if in any suit or proceeding relating to a loan
the court finds that the provisions of section 9 or section
12 have not been cowplied with by the money lender it
may, if the plaintifi’s claim is established, in whole or in
part, disallow the whole or any portion of the interest
found due, as may seem reasonable to it in the circum-
stances of the case and [may disallow costs] may disallow
the whole or any portion of the costs;

(&) if the money lender to whom a demand has
been made under section 11 fails without reasonable excuse
to comply therewith within one month after the demand
has been made, the court shall disallow interest for the
period of default.

CHAPTER V.

Penalties.

19. (1) Where in any suit brought in respect of a
foan by a money lender, the court is of opinion that the
money lender has been guilty of fraud or of any contraven-
tion of the provisions of this Act or of any rule made
thereunder [or is otherwise] and is unfit to carry on the
business of money lending, the court may order that the
licence held by such money lender orhis registration be sus-
pended for such time as the court may think fit or cancelled
and may alsc declaresuch money lender disqualified from
obtaining a licence or being registered under this
Act either permanently or for such period as it thinks
fit.

(2) The court shall cause the particulars of any
order made under this section to be endorsed on the
licence held by the money lender against whom such order
is made and shall cause copy of its order to be sent to the
registrar by whom the license was granted or the regis-
tration was made for the purpose of entering such parti-
culars in the Register.

(3) Kvery holder of a licence shall, on being called
upon by the court to do so, produce the licence within
such time as may be directed by the court.

(4) Any person whose licence or registration bas
heen cancelled or suspended in accordance with the
provisions of this section shall, during the period for
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which such order of cancellation has effect or during the
period of suspension, as the case may be, be disqualified
from being registered or obtaining a license.

(6) Re-learings of and appeals from any order
under sub-section (I) mau be had in the same manner and
subject to the same conditions in and subject to which
appeals may be had from any order or decision of the same
court within its ordinary jurisdiction. In cases eogniza-
ble by a court of small causes appeals shall lic to the
principal court of ortginal jurisdiction in the division.

[20. Whoever makes defanlt in complying with or
acts in contravention of any provision of this Act shall, if
no specific penalty has been provided in this Act, be
punisbable for the first offence with fine which may extend
to Rs. 200 and for a second or subsequent offence with
imprisonment of either description for a term not exceed-
ing one month or with fine which may extend to Rs. 500
or with both and shall also be liable to have his registra-
tion and licence cancelled.}

20. Whoever makes default in complying with or
aets 1n comtravention of any of the provisions of this Act
shall, if no specific penalty has been provided in this Act,
be punishable.

(@) for the first offence with fine which may extend
to rupees two hundred,

(&) for the second offence with fine which may
extend to rupees five hundred, and

(c) for any subsequent offence with imprisonment
of either description for a term not exceeding one month or
with fine which may extend to rupees five hundred or with
both |

and on such conviction the court may also order that
his registration or licence shall be cancelled,

21. The Government may, at any time on application
tn the prescribed form accompanied by the prescribed fee,
reimove a disqualification tmposed on a money lender by a
court under section 19 or section 20, having regard to the
time which has elapsed since the order and the circum-
stances under which it was made or to the time which
has elapsed since the conviction and to the nature of the
offence,

Penalty for
coniravention
of provisions.
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28, No prosecution for an offence under this Act or
any rule made thereunder shall be instituted except within
one year next after the commission of such offence.

23.  Whoever molests, or abets the molestation of, a
debtor for the recovery of a debt owed by him to his credi-
tor shall be punishable with smprisonment of either descrip-
tion for a term which may extend to three months or
with fine which may extend to five hundred rupees or with
both.

Explanation.—For the purpose of this section a person
who with intent to cause another person to abstain from
doing or to do amy act which he has a right to do or to
abstain from dotng,

(@) obstructs or uses violence or intimidates such
other persom, or

(b) persistently follows such other person from place
to place or interferes with any property owned or wused by
him or deprives him of, or hinders him in, the use thereof,
or

(c) loiters or does any similar act at or near a
house or uvther place where such other person resides or
works, or carries on business, or happens to be,

shall be deemed to molest such other person:

Provided that a person who atiends at or near such
howse or place in order merely to obtain or communicate
wnformation or to make a demand for a loan due shall not
be deemed to molest.

{2} Notwithstanding anything contained in the
Second Schedule to the Code of Criminal Procedure an
offence under this section shall be a cognizable offence as
defined in the Code,

CHAPTER VI.

Miscellaneous.

[21]-24. (1) The Governmnent may tnake rules for
carrying out the purposes of this Act.

(2) In particular and without prejudice to the

generality of the foregoing power, such rules may provide

for all or any of the following mafters, namely :-—

(i) the form of the register mentioned in section

2
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(ii) the form of the application mentioned in
section 5 and the particulars to be contained
therein ;

(ii1) the form and conditions of the licence men-
tioned in section 7, the fee therefor and the
manner of payment of the fees;

(iv) the form, language, script and numerals to be
used in the accounts required to be kept
under section 9;

(v) the form of the statement of account to be
furnigshed under section 11 and the details
to be included therein and the fee to be paid
for such statement ; [and]

(v1) the fee to be paid for a copy of the entries in
a pawn-broker’s account to be furnished
under section 12; and

(viz) the form of the application for removal of a
disqualification under Section 21 and the fee therefor.

[22]-25. Nothing contained in this Act shall affect
the provisions of the Mysore Agriculturists Relief Act, 1928,

or the powers of a court under the Usurious Loans Act,
1928, except to the extent specified in section 16.

[23]-26. The Government may, by notification in the
official Gazette, apply all or any of the provisions of
Chapters 11T {and IV] IV and V to the loan transactions
of creditors other than money lenders.

——

Priuted by the Buperintendent at the Government Fress, Bnngalore,
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ARRANGEMENT OF CLAUSES.

Clauss,

1. Licences to be taken out by moneylenders.

2, Certificate required for grant of moneylender’s
excise licence. _

3. Courts to which proceedings on money-lending
transactions are to be taken.

4. Prohibition of money-lending circulars, &e.

5. Names to be stated on documents.

6. Prohibition of charge for preliminary expenses,

7. Restriction on rate of interest to be charged.

8. Form of loan document. .

9. Obligation of moneylender to supply information
as to state of loan.

Provision in case of default in payment of

instalment.

.. Proceedings in béhkruptcy for moneylenders’ loan

not to be taken except after application to court
having jurisdiction.

Re-opening of transaction of moneylender at instance
of trustee in bankruptcy. : .

Restriction on loans to public officers.

Restriction on proceedings by moneylenders for
recovery of money lent.

Prohibition of assignment of debt due to money-
lender.

Appropriation to principal and interest of sums
payable to moneylender in respect of loan.

Saving for right of bona fide holders for value.

Application to Scotland. :

Short title.

SCHEDULE.

[Bill 57)
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{ The words enclosed in brackets and underlined were omitted
by the Lords to avoid questions of privilege.)

A

BIULL

INTITULED

An Act to amend the law with respect to persons 4 p, 192,
carrying on business as moneylenders. —

BE it enacted by the King’s most Excellent Majesty,
by and with the advice and consent of the Lords
Spiritual and Temporal, and Gommons, in this present
Parliament assembled, and by the authority of the same,
t as follows ;-—

[1.—(1) Every moneylender shall take out annually Ticences to
in respect of every place in which he carries on hig betaken out
business an excise licence, and there shall he charged on zﬂcﬁ? i

every such licence an excise duty of fifteen pounds, or
0 if the licence is taken out on or after the first day of

July in any vyear, of ten pounds.

(2) A licence taken out under this section (in this

Act referred to as ** a monevlender’s excise licence ')

shall expire on the thirty-first day of December in the
id year in which it is taken out.

{3) If any person—

{a) takes out ap excise licence in any name other
than his own name or, in case of a firm, the
names of all the partners of the firm; or

10 (b) carries on business as a moneylender without
having in force a proper excise licence autho-
rising him so to do, or, being licensed as a

[Bill 57] A




Moneylenders,

A.D. 1926 moneylender, carries on business as such ii
any name other than the name under which
he is licensed, or at any other place than the
place in respect of which the licence is
granted ; or 5

(c) enters into any agreement in the course of his
business as a moneylender with respect to the
advance or repayment of money, or takes any
security for money in the course of his business
as a moneylender, otherwise than in the name 10
in which he i1s leensed ;

he shall be liable to an excise penalty of one hundred
pounds.

On a second or subsequent conviction of any person -
(other than a body corporate) for an offence under this 18
subsection the court may, in lieu of or in addition to
ordering the offender to pay the penalty atoresaid, order
him to be imprisoned, with or without hard labour, for

a term not exceeding three months, and an offender being |,
a body corporate shall on a second or subsequent con- 20
viction be liable to an excise penalty of five hundred
pounds,

(4) Section twenty-five of the Excise Licences Act,
1825 (which relates to the posting on their premises of the
names and other particulars of persons carrying on 25
businesses for which excise licences are required) shall
apply with respect to moneylenders’ excise licences as if
those licences were licences required by that Act, and to
persons taking out such licences as if they were persons
required by laws of excise to make entry of their premises 30
in order to carry on their businesses therein.

(6) The provisions of this section shall be construed
as one with the Acts relating to duties of excise and the
management of those duties.

Certificate 2.—(1) A moneylender’s excise licence shall not be 35

requtrecfl for granted except to a person who holds a certificate granted
grant o
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in accordance with the provisions of this section autho-
- rising the grant of the licence to that person, and any

moneylendér’s excise licence granted in contravention of
- this section shall be void.

-5 (2} Certificates under this section (in this section
referred to as © certificates ) shall be granted by the
petty sessional court having jurisdiction in the place in
which the moneylender’s business is to be carried on.

(3) No certificate shall be in force for more than
10 one year from its date,

(4) A Secretary of State shall make rules with
respect to the procedure to be followed in making
applications for certificates (including the notices to be
given of intention to make such an application), and

15 certificates shall be in such form as may be prescribed by
rules so made.

(5) A certificate shall not be granted to any body
corporate (in this section referred to as a company) of
which the name includes the word “ bank  or otherwise

20 implies that the company carries on banking business;
but save as aforesaid a certificate shall not be refused
except on some one or more of the following grounds—

(i) that satisfactory evidence has not been pro-

duced of the good character of the applicant,
25 . and in the case of a company of the persons
responsible for the management of the company ;

(ii) that the applicant, or, in the case of a company,
any person responsible for the management of

— the company, is by order of the court dis-
30 qualified for holding a certificate ;

(iii) that the applicant, or,in the case of a company,
anyXperson responsible for the management of
the company, has within ten years been con-
victed of an offence under this Act or under

35 the Moneylenders Acts, 1900 and 191}, or was
a partner in a firm or & person responsible for
the management of a company at a time when

[57] A2
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AD. 1928, the firm or company was so convicted within
— ' that period ;
(iv) that the applicant has not complied with the
provisions of any rules made under this section
with respect to applications for certificates. &

(6) Any person aggrieved by the refusal of a petty
sessional court to grant a certificate may appeal to a
court of quarter sessions in manner provided by the
Summary Jurisdiction Acts. )

(7) Where any person, being the holder of a certi- 10
ficate, 18 convicted of any offence under this Act or
under the Moneylenders Acts, 1900 and 1911, the court—

(a) may order that any certificates held by that
’ person shall either be suspended for such time
as the court thinks fit, or shall be forfeited, and 15
also, if the court thinks fit, may declare that
person and, in the case of a company, any
person responsible for the management of the
company to be disgualified for obtaiming a
certificate for such further time after the 20
expiration of the certificates as the court
thinks fit; and

(b) shall cause particulars of the conviction and of
any order made by the court under this sub-
section to be endorsed on every certificate held 25
by the person convicted, and shall cause a
copy of those particulars to be sent to the
authority by whom any certificate so endorsed
was granted :

Provided that where upon the conviction of a 30
company a person alleged to be responsible for the
management of the compuny is disqualified by order of
the court for obtaining a certificate, he may appeal
in like manner as it he had been convicted and as if the
order had been a sentence passed on his conviction. 36

(8) Any person convicted as aforesaid shall within a
reasonable time produce for endorsement every certificate
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held by him, and if he fails so to do shall, in respect of
each offence, be liable on summary conviction to a penalty
not exceeding five pounds and to a further penalty of one
pound for each day during which the default continues
after conviction.

(9) Where on the conviction of any person as afore-
said a certificate held by him is ordered to be suspended
or to be forfeited, any moneylender’s excise licences
granted to that person, whether in pursuance of thator
any other certificate, shall, as the case may be, be
suspended during the period for which the certificate is
ordered to be suspended or become voia.j

3.—(1) His Majesty may by Order in Council
direct that proceedings by a moneylender for the recovery
of money lent by him or for enforeing any agreement or
security relating to any such money, or any class of such
proceedings, may be brought in any court specified in
the Order, notwithstanding any limit imposed by statute
on the jurisdiction of that court, and that such proceed-
ings, or any class of such proceedings, shall be excluded
from the jurisdiction of any court in which they might
otherwise have been brought, and any such Order may
contain such provisions as appear to His Majesty
expedient with respect to the making of rules of court
for regulating the procedure to be followed in the case
of any such proceedings.

(2) Before any Order in Council is made under this
section a draft thereof shall be laid before each House of
Parliament for a period of not less than forty days during
the session of Parliament, and if either House before
the expiration of the said period presents an address to
His Majesty against the draft or any part thereof, no
further proceedings shall be taken thereon, but without
prejudice to the making of a new draft Order.

4,—(1) No person shall—
(@) knowingly send or deliver or cause to be sent

or delivered to any person except in response -
to his written request a circular or other

document inviting that person—
(i) to borrow money from a money-
lender;
57] A 3
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(it} to enter Into any fransaction in-
volving the borrowing of money from a
moneylender;

(iii) to apply to any place with a view to
obtaining information or advice as to
borrowing any money from a money-
lender; or '

{b) insert or cause to be inserted in any newspaper
or other printed paper issued periodically for
public circulation an advertisement inviting
any person to do any such thing as aforesaid:

Provided that nothing in the foregoing
provision shall he taken to prohibit a money-
lender from inserting in any newspaper or
in any such paper as aforesaid an advertise-
ment which contains, and which contains
only, the following particulars, that is to
say, the name under which and the place
in respect of which he is licensed under this

5

10

15

Act, a statement that he lends money with 20

or without security and a statement of the
date on which the business carried on by
him was first established.

2) No moneylender or any person on his behalf

employ any agent or canvasser for the purpose of
VILNg any person to borrow money or to enter into
any transaction involving the borrowing of money from a
moneylender, and no person shall act as such agent or
canvasser, or demand or receive directly or indirectly any
sum by way of commission or otherwise for introducing or
undertaking to introduce to a moneylender any person
desiring to borrow money. -

(3) Any person acting in breach of any of the pro-
visions of this section shall be guilty of a misdemeanour
and shall in respect of each offence be liable, on convic-
tion on indictment, to imprisonment for a term not
exceeding three months or a fine not exceeding one
hundred pounds, or to both such imprisonment and
fine, and, on summary conviction to imprisonment for a
term not exceeding one month or to a fine not exceeding
twenty pounds, or to both such imprisonment and fine.

(4) Where it is shown that any money-lending
transaction was brought about by conduet which con-

25

30

35

stitutes & contravention of any of the provisions of this
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section such transaction shall notwithstanding that the A.D. 1926.
moneylender was duly licensed under this Act be void.

(6) Section 16 of the Post Office Act, 1908, shall 8 Edw. 7.
apply to circulars and documents which are forbidden o. 48.
to be sent by this section in the same manner as that
section applies fo the articles therein mentioned.

6.—(1) Every advertisement, circular and other Names to
document issued by a moneylender for the purposes of be stated

his business as such shall show— on docu-
ments.

(@) in such manner as to be not less conspicuous
than any other name, the name under which he
is licensed under this Act; and

(b) any name, other than his own name, under
which he was before the commencement of this
Act registered as a moneylender under the
Moneylenders Act, 1900. :

(2) Any moneylender who issues any document in
contravention of the provisions of this section shall be
liable on summary conviction to a fine not exceeding
twenty pounds in respect of each offence.

6. Any agreement between a moneylender and a Prohibition
borrower or intending borrower for the payment by the of charge for
borrower or intending borrower to the moneylender of Preliminary
any sum on account of costs, charges or expenses “ PO
incidental to or relating to the negotiations for or the
granting of the loan or proposed loan shall be void,
and if any sum is paid to a moneylender by a borrower
or intending borrower as for or on account of any such
costs, charges or expenses, that sum shall be recoverable
as money had and received to, the use of the borrower
or intending borrower, or, in the event of the loan being
completed, shall, if not so recovered, be set off against
the amount actually lent and that amount shall be
deemed to be reduced accordingly.

7.—(1) Where proceedings are taken by a money- Restriction
lender for the recovery of any money lent after the on rate of
commencement of this Act or for the enforcement of ‘l;’-‘et'erft to
any agreement or security made or taken after the °° °herged.
commencement of this Act in respect of money lent
either before or after the commencement of this Act,
and the interest charged in respect of the sum actually

[57] Ad
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Ient exceeds the rate of forty-eighit per cenfum per
annum, or the corresponding rate in respect of any other
period, the court shall, unless the contrary is proved,
presume that the interest charged is excessive and that
the transaction is harsh and unconscionable within the 5
meaning of subsection (1} of section one of the Money-
lenders Act, 1900.

(2) It shall be lawful for a moneylender and a
proposed borrower before entering into any contract
for a loan of money to apply to the registrar of the 10
county court to dispense with the limitation of interest -
mentioned in the preceding subsection, and it shall be
the duty of such registrar to inquire into all the circum-
stances and details of the proposed loan, and thereupon
he shall, if he thinks fit and that it is in the interests 15
of the borrower, make an order that that limitation
shall not apply to the proposed loan.

(3) In no case shall compound interest be charged
or allowed. '

8.—(1) Every bill of exchange, promissory note, 20
bill of sale or other document given by a borrower to a
moneylender after the commencement of this Act shall
state the amount actually lent to the borrower and the
rate of interest to be charged thereon, and where any
instalment is to be paid to the monseylender in respect 25
of the loan shall state the amount of every such instal-
ment and the date on which it is payable, showing what
part thereof is to be appropriated to principal and what
part is to be appropriated to interest in accordance with
the provisions of this Act. 30

(2) No such bill of -exchange, promissory naote, bill
of sale or other document shall be enforceable for any
higher sum than the amount actually lent with interest
at the rate required by this Act to be stated therein.

9.—(1) In respect of contracts of money-lending 35
entered into with a moneylender before or after the
commencement of this Act the moneylender shall, on any
reasonable demand being made by the borrower and
on payment by the borrower of the sum of one shilling,
supply to the borrower or, if the borrower so requires, 40
to any person specified in that behalf in the demand
at any time during the continuance of the contract of
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money-lending a statement signed by the moneylender
or his agent showing—
(@) the amount actually lent to the borrower and
the ra‘e of interest charged thereon; and
(b) the amount of principal outstanding and -the
amount of interest accrued, due and unpaid, or,
where the loan is repayable by instalmeats, the
amount of every instalment paid and the date
on which it was paid, and the amount of every
instalment outstanding and the date on which
it will become payable, the amount of every
such instalment being apportioned between
principal and interest in accordance with the
provisions of this Act. : :

{2) If.a moneylender to whom a demand has been
made under this section fails without reasonable excuse
to comply therewith within one month after the demand
has been made, he shall not, so long as the default
continues, be entitled to sue for or recover any sum due
under the contract on account either of principal or
interest, and interest shall not be chargeable in respect
of the period of the default.

10. Where by any contract for the loan of money
entered into between any person and a moneylender it
is provided that the loan shall be repayable by instal-
ments and the borrower fails to make in accordance
with the terms of the contract due payment of any
instalment, then notwithstanding anything in the con-
tract the moneylender shall not be entitled to any

0 greater sum than the amount actually lent together with

35

40

interest thereon up to the date of payment at such rate
as would in accordance with the provisions of this Act
have been payable under the contract if no default had
been made in the payment of any instalment.

11.—(}) No proceedings in bankruptcy shall be
commenced by a moneylender in respect of money lent
by him after the commencement of this Act unless the said
moneylender has first applied to the court having juris-
diction for an order for payment of the debt due by such
instalments as the court having jurisdiction shall think
fit, and default has been made by the person against
whom such order has been made in the payment of
any instalment fixed by the order of the court having
jurisdiction.
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(2) Where a debt due to a moneylender in respect of
a loan made by him after the commencement of this Act
includes interest, that interest shall, for the purposes
of the provisions of the Bankruptcy Act, 1914, relating
to the presentation of a bankruptcy petition, voting at
meetings, compositions and schemes of arrangement and
dividend, be calculated at a rate not exceeding five per
centum per annum, but nothing in the foregoing provision
shall prejudice the right of the creditor to receive out
of the estate, after all the debts proved in the estate
have been paid in full, any higher rate of interest to
which he may be entitled. '

The provisions of this subsection shall, in relation
to such a debt as aforesaid, have effect in substitution
for the provisions of subsection (1) of sectiop sixty-six
of the Bankruptcy Act, 1914,

- {3) No proof of a debt due to a moneylender in
respect of a loan made by him shall be admitted for any
of the purposes of the Bankruptcy Act, 1914, unless the
affidavit verifying the debt is accompanied by a state-
ment showing in detail— -

(#) the amount of the sums actually lent to the
debtor and the amount of every payment on
account of the loan made by him or on his
behalf and of the date on which each such
payment was made; and

(b) the amount of the balance which, all interest in
respect of the loan being calculated at a rate
not exceeding five per centum per annum,
remains unpaid. .

(4) General rules may be made under section one
hundred and thirty-two of the Bankruptcy Act, 1914,
for- the purpose of carrying into effect the objects of
this section, )

12. The power of a court under subsection (2)
of section one of the Moneylenders Act, 1900 (which
enables a court at vhe instance of the borrower, surety,
or other person liable, to exercise its powers under that
section with respect to the re-opening of the transactions
of moneylenders, although no proceedings are taken for
the recovery of the money lent, and notwithstanding
that the time for repayment may not have arrived), may

10
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in the event of the bankruptcy of the borrower be exer-
cised at the instance of the trustee in bankruptey, not-
withstanding that he may not be a person liable in
respect of the transaction.

13. No proceedings in bankruptcy or under the
Debtors Act, 1869, shall be commenced or prosecuted
in respect of money lent by a moneylender against any
public officer holding a public office or employment, if
the pay, salary or emolument of such person is forbidden
by law to be assigned or to be taken in execution of any
debt due by such person. For the purposes of this
section any person in His Majesty’s naval, military or
air forces shall, whether on full pay or on half pay, be
deemed to be a public officer holding a public office or
employment.

14.—(1) Where the amount of a loan made by a
moneylender after the commencement of this Aect,
exclugive of interest, is less than three pounds, no pro-
ceedings shall lie for the recovery of the principal money
lent or of any interest in respect thereof, or for the
enforcement of any agreement made or security taken
in respect of the loan.

(2) No proceedings shall lie for the recovery by
a moneylender of any money lent by him or of any
interest in respect thereof, or for the enforcement of
any agreement made or security taken in respect of
any loan made by him unless the proceedings are begun
before the expiration of si» months from the date on
which the cause of action accrued, or, in the case of
a cause of action accrued before the commencement of
this Act, within six months from the date of the
commencement of this Act:

" Provided that if during the period of six months
aforesaid or at any time within any subsequent period
during which proceedings may by virtue of this proviso
be brought, the debtor acknowledges in writing the
amount due and gives a written undertaking to the
moneylender to pay that amount, proceedings for the
recovery of the amount due may be brought at any
time within a period of six months from the date of the
acknowledgment and undertaking, .

. (3) Where proceedings do not lie or have ceased to
lie for the recovery of money lent by a moneylender, any

AD. 1926,

Restriction
on loans to
public
officers.

32 & 33 Viet,
c. 62,

Restriction
on proceed-
ings by
money-
lenders for
recovery of
money lent.



12 Moneylenders. (16 GEo. 5.]

A.D. 1926, security taken by the moneylender in respect of the
— loan shall on demand in writing by the borrower be
delivered up to him, and if the moneylender refuses or
without reasonable excuse neglects to comply with any
such demand he shall in respect of each offence be liable 5
on summsary conviction to a fine not exceeding ten
pounds and to a further fine of five pounds in respect of
every day during Whlch the default continues after
conviction,

Prohibition 15.—(1) Any assignment by a moneylender of a 10
of sesign-  debt due to him in respect of money lent by him or in
g“at ({’f o respect of interest thereon, or the benefit of any agree-
;Oney‘_‘e ment made or security taken in respect thereof, shall
lender. be void unless it is proved that the assignment was
made by the moneylender boni fide for the purpose of 15
transferring the whole of the business carried on by him
as a moneylender or the whole of the business so carried
on by him in any place in respect of which he is or has
been licensed, to the assignee.

(2) In this section the expression ‘*‘assignment” 20
means any assignment inter vivos, other than an assign-
ment by operation of law or an assignment made by
a deed of arrangement to which the Deeds of Arrange-
ment Act, 1914, applies, or to a trustee under or in
pursuance of a composition or scheme of arrangement 95
approved under section sixteen of the Bankruptey Act,
1914.

Appropria- 18.—(1) For the purpeses of this Act the principal
tion to of a loan shall be taken to be the amount actually lent
P“:l“’.‘l’t‘:’l , Yo the borrower, and any amount paid or payable to the 30
ams " moneylender in respect of the loan in excess of the
paysble to  principal shall be reckoned as interest.
money- (2) In determining for the purposes of this Act
lenderin = what part of any instalment paid or payable by a
;'esl’e"t of  borrower in respect of any loan is to be appropriated to 35
o8- principal and what part thereof is to be appropriated to
interest, the amount of any instalment shall be appro-
priated to principal and interest in the proportion that
the sum actually lent bears to the amount by which the
total sum to be paid to the lender exceeds the sum 40
actually lent.
In this Act the expression “instalment’ includes
any bonus or other payment forming part of the con-
sideration for a loan.
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& Moneylenders Act, 1900, included references to defects

10

20
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3

due to the operation of this Act.

18. This Act shall apply to Scotland subject to
the following modifications—

{1) References to the commencement of proceedings

in bankruptcy or to the presentation of a
bankruptcy petition shall be construed as refer-
ences to the presentation of a petition for
sequestration;  scheme of arrangement ” shall
mean deed of arrangement; references to the
proving of debts or to the admission of proof of
dobts shall be construed as references to the
ranking of claims or debts; and “affidavit”™
shall mean oath:

(2) The Bankruptey (Scotland) Act, 1913, and

section forty-eight thereof shall be substituted
for the Bankruptey Act, 1914, and sub-
section (1) of section sixty-six thereof respec-
tively ; for the reference to section sixteen of
the last-mentioned Act there shall be substituted
a reference to section thirty-seven and section
one hundred and thirty-five of the said Act of
1913; and Act of Sederunt under section one
hundred and ninety of that Act shall be sub-
stituted for general rules under section one
hundred and thirty-two of the said Act of 1914:

[(3) Certificates under section two of this Act shall

‘be granted by the burgh or police court having
jurisdiction in the place in which the money-
lender’s business 13 to be carried on, or i no
burgh or police court has jurisdiction in such
place, by the justice of the peace court having
jurisdiction therein :='|

(4) Section six of this Act shall apply with the

substitution of references to the sheriff for
references to the registrar of the county court :

() Notwithstanding anything to the contrary in any

Act contained, summary execution or diligence

AD. 1928,

17. Nothing in this Act shall affect the operation of Saving for
section one of the Moneylenders Act, 1911, and that
section shall have effect as though references therein to
defects due to the operation of section two of the

right of
boné fide
holders for
value.

1 & 2@Geo. 5.
c. 38,

Application
to Scotland.
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shall not be competent upon any bill of exchange
or promissory note or upon any bond or obliga-
tion registered in the books of any court, where
such bill, promissory note, bond or obligation
has been granted to or in favour of a money-
lender.

19.—(1) This Act may be cited as the Moneylenders
Act, 1926, and shall be construed as one with the Money-
Ienders Act, 1900, and the Moneylenders Act, 1911, and
those Acts and this Act may be cited together as the
Moneylenders Acts, 1900 to 1926.

(2) The enactments set out in the schedule to this
Act are hereby repealed to the extent specified in the
third column of that schedule.

(3) This Act shall not extend to Northern Ireland.

(4) This Act shall come into force three months
after the passing thereof.

10

15
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SCHEDULLEL. AD. 1926,

ENAOTMENTS REPEALED,

Besgion and

Chapter. Short Title. Extent of Repeal.

5 63 & 64 Vict. | The Moneylenders | Paragraphs (@), (b) ard (¢) of
c. 51. Act, 1900, subsection (1) of section two,

in subsection (2) of the said
section the words from
“fails to register himsel ™
10 : to “address or,”” and the
. word ¢ other,” and suh-
section (3) of the said seec-
tion ; section three; in para-
graph (e) of section six the
15 words * registration under *

1 & 2Geo. 5. | The Moneylenders | Subsection (1) of section two.
c. 38. Act, 1911.
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A

BIULL

TO

Amend the Law with respect $o persons carrying
en business &s Moneylenders.

BE it enacted by the King’s most Excellent Majesty,
by and with the advice and consent of the Lords
Spiritual aad Teraporal, and Commons, in this present
Parliamernit asserabled, and by the authority of the same,

5 a8 follows :—

Y. —(1) Every wmaoneylender, swhether carrying on
business alone or as a puriner wn a firm, shall take out
annually in respect of every address atf which he carries
on his business as such, an ewcise licence (in this Act

L0 referred fo as ““a moneylender's excise licence™), which
shall expire on the thirty-first day of July in every year,
and, subject as hereinafier proveded, there shall be
charged on every moneylender’'s excise licence an exeise
duty of fifteen pounds or, if the licence be taken owut not

L5 more than six months before the expiration thereof, of
ten pounds.

Provided that—

(@) the duty charged on any moneylender’s excise
licence which will expire on the thirty-first

0 day of July, nineteen hundred and twenty-

eight, shall, notwithstanding that the licence
may be taken out more than six months
before the expiration thereof, be & duty of
ten pounds ; and

5 {b) where moneylender’s excise licences are taken
out by two or more meneylenders in respect

[Bill 4] A

A.D. 1927,

Licences to
be taken out
by money-
lenders.



A.D 1827,

2 Moneylenders. [17 Gro. 5.1 )

of any address or addresses at which . they
carry on their business as partners in a firm,
the Commissioners of Customs and Excise
shall remit, or if the duty has been paid
repay, to the firm a sum equal to the aggre-
gate of the duties charged on such number of
the licences taken out as exceeds the number
of the addresses in respect of which they are
taken out; and :

(¢} where it is proved to the satisfaction of the
Commissioners of Customs and Excise that
there is in force a licence for carrying on
the business of a pawnbroker at any premises
in respect of which a moneylender’s excise
licence is taken out by the person carrying on
the business, the Commissioners shall remit,
or if the duty has been paid repay, to that
person such part of the duty charged on the
moneylender’s excise licence as is equal to
the amount of the duty paid in respect of the
licence for carrying on the business of a
pawnbroker, or where in any such case
moneylender’s excise licences are taken out
by partners in a firm in respect of the
premises, the remisgion or repayment shall
be made fo the firm,

(2) A moneylender’s excise licence shall be taken
out by a moneylender in his true name, and every such
licence shall show the name under which and the address
at which the moneylender is authorised by the licence to
carry on business as such,

(3) A moneylender’s excige licence shall not autho-
rise 8 moneylender to carry on business at more than
one address or under more than one name, or under any
name which includes the word * bank” or otherwise
implies that he carries on banking business, and no such
licence shall authorise a moneylender to carry on business
under any name, not being his true name, except—

(@) the name of a firm in which he is a partner, not
being a firm required by the Registration of
Business Names Act, 19186, to be registered ; or

(6) a business name, whether of an individual or
of a7 firm in which he is a partner, under
which he or the firm has, at the passing of thia

10

15

25

35
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Act, been registered for not less than three
years both as a moneylender under the Money-
lenders Act, 1900, and under the Registration
of Business Names Act, 1916.
5 (4) Any moneylender’s excise licence which does
not comply with the foregoing requirements of this
section shall be void.

(6) If any person—
{a) takes out a moneylender’s excise licence in
10 any name other than his true name; or
(b) carries on business as a moneylender without
having in force a proper moneylender’s excise
licence authorising him so to do, or, being
licensed as a moneylender, carries on business
15 as such in any name other than his author-
ised name, or at any other place than his
authorised address or addresses; or
(c) enters into any agreement in the course of his
business a8 a moneylender with respect to the
20 advance or repayment of money, or takes any
security for money in the course of his business
ag a moneylender, otherwise than in his
. authorised name;
he shall be liable to an excise penalty of one hundred
25 pounds.
On a second or subsequent conviction of any person
(other than a company) for an offence under this
subsection the court may, in lieu of or in addition to
ordering the offender to pay the penalty aforesaid, order
0 him to be imprisoned for a term not exceeding three
months, and an offender being a company shall on a
second or subsequent conviction be liable to an excise
penalty of five hundred pounds.

2.—(1) A moneylender’s excise licence shall not be

35 granted except to a person who holds a certificate granted
in accordance with the provisions of this section autho-
rising the grant of the licence to that person, and any
moneylender’s excise licence granted in contravention of
this section shall be void.

40 (2) Certificates under this section (in this Act referred
to as ‘ certificates ’) shall be granted by the petty
sessional court having jurisdiction in the petty sessional
division in which the moneylender’s business is to be
carried on.

(4] A2

A.D. 1927.
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required for
grant of
money-
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(3) No certificate shall be in foree for more than
one year from its date.

(4) A Secretary of State shall make rules with
respect to the procedure to be followed in making
applications for certificates (including the notices to be
given of intention to make such an application), and
certificates shall be in such form as may be prescribed by
rules so made.

(6} A certificate shall not be refused éxcept on
some one or more of the following grounds—

(a) that satisfactory evidence has not been pro-
duced of the good character of the applicant,
and in the case of a company of the persons
responsible for the management thereof ;

(b) that satisfactory evidence has been produced
that the applicant, or any person responsible or
proposed to be responsible for the management
of his business a8 a moneylender, i8 not a fit and
proper person to hold a certificate ;

~ that the applicant, or any person responsible or
proposed to be responsible for the management
of his business as a moneylender, is by order of
a court disqualified for holding a certificate ;

(d) that the applicant has not complied with the
provisions of any rules made under this section
with respect to applications for certificates.

(6) Any person aggrieved by the refusal of a petty
sessional court to grant a certificate may appeal to a
court of quarter sessions in manner provided by the
Summary Jurisdiction Acts.

(7) Where any person, being the holder of a certs-
ficate, is convicted of any offence under this Act or
under the Mopeylenders Acts, 1900 and 1911, the court—

(#) may order that any certificates held by that

10

15

25

person, or in the case of a partner in a firm by 35

any other partner in the firm, shall either be
suspended for such time as the court thinks fit,
or ghall be forfeited, and may also, i the
court thinks fit, declare any such person, or

any person responsible for the management of 40

the moneylending business carried on by the
person convicted, to be disqualified for obtain-
ing a certificate for such time as the court
thinks fit; and
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(b) shall cause particulars of the conviction and of A.D. 1927,
any order made hy the court under this sub- —
+section to be endorsed on every certificate held
by the person convicted or by any other
& person affected by the order, and shall cause a
copy of those particulars to be sent to the
authority by whom any certificate so endorsed
was granted:
ryvvided that where by order of a court & certi-
L0 ficate held by any person, not being a person convicted,
18 suspended or forfeited, or any such person is disquali-
fied for obtaining a certificate, he may appeal in like
mapner as if he had been convicted and as if the order
had been a sentence passed on his eonvictian,

15  (8) Any certificate required by a court for endorse-
ment in accordance with the foregoing provisions of this
section shall be produced, in such mapner and within
such time as may be directed by the court, by the
person by whom it is held, and any person who, without

20 ressonable cause, makes default in producing any certifi-
cate 8o required shall, in respect of each offence, be
liable on aumnary conviction to a penalty not exeeeding
five pounds for each day during whieh the default
cantinyes.

25 (9) Where a eertifieate held by any person is ordered
to be suspended or to be forfeited under the foregoing
provisions of this section, any moneylender’s excise
licences granted to that person, whether imn pursuance
of that or any other certificate, shall, he auspended

30 during the period for which the certificate is ordered
to be suspended ar become void, as the case may be.

3.—(1) Subsection (2) of section two of the Com- Names to
panies (Particulars as to Directors) Act, 1917 (which bestated
requires certain particulars to be published in trade °2 d&c“'

35 catalogues, trade circulars, show cards and business ments,
letters) shall apply with the pecessary modifications to
every company licensed under this Act notwithstandi
that the company was registered or had established a
place of business within the United Kingdom on or
before the twenty-second day of Navember, nineteen
hundred and sixteen.

(2} Without prejudice to the provisions of the last
foregoing section and of section eighteen of the Regis-
tration of Business Names Act, 1916, a moneylender

[4] A3
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shall not, for the purposes of his business as such, issue
or publish, or cause to be issued or published, any adver-
tisement, circular, business letter, or other document
which does not show—
(a) in such manner as to be not less conspicuous
than any other name, the authorised name of
' the moneylender ; and

- {b) except in the case of an advertisement published
in a newspaper, any name, other than his
authorised name, under which the moneylender,
and in the case of a firm any partner therein,
was before the commencement of this Act
registered as a moneylender under the Money-
lenders Act, 1900;

and any moneylender who acts in contravention of this
subsection shall be liable on summary conviction to a
fine not exceeding twenty pounds in respect of each
offence.

(3) ¥ a moneylender, for the purposes of his business
a8 such, issues or publishes, or causes to be issued
or published, any advertisement, circular or document
of any kind whatsoever containing expressions which
might reasonably be held to imply that he carries on
banking business, he shall on summeary conviction be
Liable to a fine not exceeding one hundred pounds, and
on a second or subsequent conviction, in lien of or ir
addition to such a fine as aforesaid, to imprisonment for
a term not exceeding three months, or, in the case of a
second or subsequent conviction of an offender being a
company, to a fine not exceeding five hundred pounds.

4.—(1) No person shall knowingly send or deliver
or cause to be sent or delivered to any person except in
response to his written request any circular or other
document advertising the name, address or telephone
number of & moneylender, or containing an invitation—

() to borrow money from a moneylender;

(b) to enter into any transaction involving the
borrowing of money from a moneylender;

(¢) to apply to any place with a view to obtaining
information or advice as to borrowing any
money from a moneylender. :

10

156

20

25

30

36

40
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(2) Subject as hereinafter provided, no person shall A.D. 1927,
publish or cause to be published in any newspaper or —
other printed paper issued periodically for public circula~
tion or by means of any poster or placard an advertise-

b ment advertising any such particulars, or containing any
such invitation, as aforesaid :

Provided that an advertisement in conformity with
the requirements of this Act relating to the use of names
-on moneylenders’ documents may be published by or on

10 behalf of a moneylender in any newspaper or in any such
paper as aforesaid or by means of a poster or placard
exhibited at any authoriged address of the moneylender,
if it contains no addition to the particulars necessary
to comply with the said requirements, except any of the

15 following particulars, that is to say, any authorised address
at which he carries on business as a moneylender and
the telegraphic address -and telephone number thereof, a
statement that he lends money with or without security,
and a statement of the date on which the business carried

20 on by him was first established.

- (3) No moneylender or any person on bis behalf
ghall employ any. agent or canvasser for the purpose of
inviting any person fo borrow money or to enfer into
any transaction involving the borrowing of money from a

25 moneylender, and no person shall act as such agent or
canvasser, or demand ar receive directly or indirectly any
.sum by way of commission or otherwise for introducing or
undertaking to introduce to a moneylender any person
desiring to borrow money.

30 (4). Any person acting in contravention of any of the
provisions of this section shall be guilty of a misdemeanour
and shall in respect of each offence be liable, on convie-
tion on indictment, to imprisonment for a term not
exceeding three months or a fine not exceeding one

35 hundred pounds, or to both such imprisonment and
fine, and, on summary conviction to imprisonment for a
term not exceeding one month or to a fine not exceeding
twenty pounds, or to both such imprisonment and fine,

(5) Where it is shown that a money-lending trans-

40 action was brought about by a contravention of any of

" the provisions of this section the transaction shall not-

withstanding that the moneylender was duly licensed
under this Act be void.

(4]
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AD. 1097 B.-«{1) No coentract for the repayment of money

- lent by a moneylender after the commencement of this
Formof  Agt shall be enforceable unless s note or memorandum
londess  in writing of the contract be made and signed personally

contracts. DY every party te be charged, and unless a copy thereof b
be delivered to the borrower at the time of the making

of the contraet,

(2} The note or memorandum aforesaid shall con-
tain all the terms of the contract and in particular shall
show the date on whieh the loan is made, the amount of 10
the principal of the loan, and where the interest charged
on the loan is expressed in terms of a rate, the rate per
cent. per anmim of interest chaxged.

™1 (3) Where the interest charged on a loan is not
expregsed in terms of a rate, the moneylender shall ingert 15
on the copy of the note or memorandum of the contract
delivered to the borrower a statement showing the rate
per cent. per annum represented by the interest charged

as calculated in accordance with the provisions of the
First Schedule to this Act, and if he fails to do so he shall 20
be liable on summazy conviction to a fine net exceeding
twenty pounds in respect of each affence.

Prohibition 6. Subject as hereinafter provided any coniraet

of com- made after the commencement of this Act for the loan
D erast and Of money hy a moneylender shall be void in so far as 25

provision it provides directly or indirectly. for the payment of

as to compound interest or for the rate or amount of interest

defaults.  being increased by reason of any default in the payment
of sums dune under the contract :

Provided that provision may be made by any such 30
contract that if default is made in the payment upon the
due date of any sum payable to the moneylender under
the contract, whether in respect of principal ar interest,
the moneylender shall he entitled to charge simple
interest on that sum from the date of the default until 35
the sum is paid, at a rate not exceeding the rate payable
in respect of the principal apart from any default.

Obligation 7.—(1) In respect of every contract for the repay-

of money- ment of money lent by a moneylender whether made

tender t  before or after the commencement of this Act the money- 40
PPV lender shall, on any reasonable demand being made by

f i
:zastaofe the borrower atany time during the éontinsance of the
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contract and on tender by the berrower of the sum of A.D. 1927,

one shilling, supply to the borrower or, if the borrower —

80 requires, to any person specified in that hehalf in of loan and
~ the demand, a statement signed by the moneylender Eﬁﬁgim
5 or his agent showing—

relating
(a) the date on which the loan was made, the amount thersto.
of the principal of the loan and the rate per
cent. per annum of interest charged; and

(b) the amount of any payment already received
10 by the moneylender in respect of the loan and
the date on which it was made; and

(c} the amount of every sum due to the money-
lender, but unpaid, and the date upon which it
became due, and ‘the amount of interest accrued

15 due and unpaid in respect of every such sum;

and ‘

(d) the amount of every sum not yet due which
remaing outstanding, and the date upon which
it will become due.

20 (2) A moneylender shall on any reasonable demand,
and on tender of a reasonable sum for expenses, supply a
copy of any document relating to a loan made by him or
any security therefor, ta the borrower, or if the borrower
so requires, ta any person specified in that behalf in the

25 demand.

(8) If a moneylender to whom a demand has beem
made under this section fails without reasonable excuse
to comply therewith within one month after the demand
has been made, he shall not, so long as the default

30 continues, be entitled to sue for or recover any sum due
under the contract on account either of principal or
interest, and interest shall not be chargeable in respect
of the period of the default, and if such default is made
or continued after proceedings have ceased to lie in

35 reapect of the loan, the moneylender shall he liable on

" summary conviction to a fine not exceeding five pounds
for every day on which the default continues,

8.—(1) Where a debt due to a moneylender in respoot Provisions:

of a loan made by him after the commencement of this as to bank.

40 Act ineludes interest, that interest shail, for the purposes T™P%y Pin-
of the provisions of the Bankruptey Act, 1814, relating m"eoedmn e}f" or
to the presentation of a bankruptey petition, voting ab lenders'loang
meetings, compaesitions and schemes of arrangement. and 4 g 5 geo. 5.

0. 59.
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dividend, be calculated at a rate not exceeding five per
cent. per annum, but nothing in the foregoing provision
shall prejudice the right of the creditor to.receive out
of the estate, after all the debts proved in the estate
have been paid in full, any higher rate of interest to
which he may be entitled.

The provisions of this subsection shall, in relation’

to such a debt as aforesaid, have effect in substitution
for the provisions of subsection (1) of section sixty-six
of the Bankruptey Act, 1914,

(3) No proof of a debt due to a moneylender in
respect of a loan made by him shall be admitted for any
of the purposes of the Bankruptcy Act, 1914, unless the
affidavit verifying the debt is accompanied by a state-
ment showing in detail—

(a) the amount of the sums actually lent to the
debtor and the dates on which they were lent,
and the amount of every payment already
received by the moneylender in respect of the
loan and the date on which every such payment
was made; and

(b) the amount of the balance which remains unpaid
distinguishing the amount of the prineipal from
the amount of interest included therein.

(4) General rules may be made under section one
hundred and thirty-two of the Bankruptecy Act, 1914,
for the purpose of carrying into effect the objecta of
this section.

9.—(1) Where in any proceedings in respect of any
money lent by a moneylender after the commencement
of this Act or in respect of any agreement or security
made or taken after the commencement of this Act
in respect of money lent either before or afier the
commencement of this Act, it is found that the interest
charged exceeds the rate of forty-eight per cemt. per

10

16

20

25

35

annum, or the corresponding rate in respect of any other -

period, the court shall, unless the contrary is proved,
presume for the purposes of section one of the Money-
lenders Act, 1800, that the interest charged is excessive
and that the transaction is harsh and unconscionable,
but this provision shall be without prejudice to the
powers of the court under that section where the court is
satisfied that the interest charged, although not exceed-
ing forty-eight per cent. per annum, is excessive.
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(2) Where & court reopens a transaction of a money-
lender under the said section one of the Moneylenders
Act, 1900, the court may require the moneylender to
produce any certificate granted to him in accordance

5 with the provisions of this Act, and may cause such
particulars as the court thinks desirable to be endorsed
on any such certificate, and a copy of the particulars fo
be sent to the authority by whom the certificate was
granted.

10 (3) The powers of a court under the said section one
of the Moneylenders Act, 1900, with respect to the re-
opening of the transactions of moneylenders, shall extend
to any transaction effected under a special contract made
in accordance with the provisions of section twenty-four

15 of the Pawnbrokers Act, 1872, and accordingly, for the
purposes of the first mentioned section the provisions of
paragraph (a) of section six of the Moneylenders Act, 1900,
shall not apply with respect to any such transaction.

(4) The powers of a court under subsection (2) of the

90 said section one of the Moneylenders Act, 1900 (which

" enables a gourt at the instance of the borrower, surety,

or other person liable, to exercise its powers under that

section with respect to the re-opening of the transactions

of moneylenders, although no proceedings are taken for

95 the recovery of the money lent, and notwithstanding

that the time for repayment may not have arrived), may

in the event of the bankruptcy of the borrower be exer-

cised at the instance of the trustee in bankruptcy, not-

withstanding that he may not be a person liable in
30 respect of the transaction.

'{5) The powers of a court under the said sub-
section (2) of section one of the Moneylenders Act, 1900,
‘may be exercised notwithstanding that the moneylender’s
right of action for the recovery of the money lent is

35 barred.

10.—1) His Majesty may by Order in Council
direct that proceedings by a moneylender for the recovery
of money lent by him or for enforcing any agreement or
security relating to any such money, or any class of such

40 proceedings, may be brought in any court specified in
the Order, notwithstanding any limit imposed by statute
on the jurisdiction of that court, and that such proceed-
ings, or any class of such proceedings, shall be excluded

199

A.D. 1927.
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from the jurisdiction of any court in which they might
otherwise have been brought, and any such Order may
confain such provisions as appear to His Majesty
expedient with respect to the making of rules of court
for regulating the procedure to be followed in the case 5
of any such proceedings.

(2) Before any Order in Council is made under this
section a draft thereof shall be laid before each House of
Parliament for a period of not less than forty days during
the session of Parliament, and if either House before 16
the expiration of the said period presents an address to
His Majesty against the draft or any part thercof, no
further proceedings shall be taken thereon, but without
prejudice to the making of & new draft Order.

11. Any agreement between a moneylender and a 15
borrower or intending borrower for the payment by the
borrower or intending borrower to the moneylender of
any sum an account of costs, charges or expenses
incidental to or relating to the negotiations for or the
granting of the loan or proposed loan shall be void, 20
and if any sum is paid to a moneylender by a borrower
or intending borrower as for or on account of gny such
costs, charges or expenses, that sum shall be recoverable
as a debt due to the borrower or intending borrower,
or, in the event of the loan being completed, shall, if 25
not so recovered, be set off against the amount actually
lent and that amount shall be deemed to be reduced
accordingly.

12.-—(1) No proceedings shall lie for the recovery

by a moneylender of any money lent by him after the 30
commencement of this Act or of any interest in respect
thereof, or for the enforcement of any agreement made
or security taken after the commencement of this Act in
respect of any loan made by him, unless the proceedings
are commenced before the expiration of twelve months 35
from the date on which the cause of action accrued :

Provided that—

(@) if during the period of twelve months aforesaid
or at any time within any subsequent period
during which proceedings may by virtue of 40
this proviso be brought, the debtor acknow-
ledges in writing the amount due and gives
a written undertaking to the moneylender
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to pay that amount, proceedings for the

recovery of the amount due may be brought

at any time within a period of twelve months

from the date of the acknowledgment and
5 undertaking ;

(b} the time limited by the foregoing provisions
of this section for the commencement of
proceedings shall not begin to run in respect
of any payments from time to time becoming

10 due to a moneylender under a contract for
the loan of money until a cause of action
accrues in respect of the last payment be-
coming due under the contract.

A.D. 1927,

(2) Without prejudice to the powers of a court

16 under section one of the Moneylenders Act, 1900, if at

' the time when proceedings are taken by a moneylender

in respect of a default in the payment of any sum due

to him under a contract for the loan of money, any

further amount is outstanding under the contract but

20 not yet due, the court may determine the contract and

order the principal outstanding to be paid to the

moneylender with such interest thereon, if any, as the
court may allow up to the date of payment.

13.—(1) Any assignment by a moneylender of a
o5 debt due to him in respect of money lent by him or in
respect of interest thereon, or the benefit of any agree-
ment made or security taken in respect thereof, shall
be void unless it is proved that the assignment was
made by the moneylender boné fide for the purpose of
&) transferring to the assignee the whole of the business
cartied on by him as a moneylender or the whole of the
business o carried on by him at any address in respect

of which he is or has been licensed.

(2) In this section the expression “assignment”

95 weans any assignment inter vivos, other than an assign-

ment by operation of law or an assignment made by

a deed of arrangement to which the Deeds of Arrange-

ment Aet, 1914, applies, or to a trustee under or in

pursuance of a composition or scheme of arrangement

40 approved under section sixteen of the Bankruptey Act,
1914.

14, The provisions of the three last foregoing
~ séetions of this Act shall not apply in relation to any

Prohibition
of assign.
raent, of
debt due to
money-
lender,

Special
provisions
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AD. 1927. loan by a pawnbroker on a pledge or in relation to any
— debt in respect of such a loan or any interest thereon,
%s to pawa- notwithstanding that the loan is not made in the course
roker’s . . .

loans. of the business carried on by the pawnbroker in accord-
ance with the Acts for the time being in force in relation
to pawnbrokers, so long as the following conditions are

complied with in respect of the loan :—

(a) the rate of interest charged shall not exceed the

rate of twenty per cent. per annum ; and

(b) subject as hereinafter provided the pawner shall

not be charged any sum on account of costs,
charges or expenses incidental to or relating to
the negotiations for or the granting of the loan
or proposed loan, except a charge for the pre-
paration of documents relating to the loan not
exceeding the sum of one shilling for every ten
pounds lent, and a charge equal to the actual
amount of any stamp duty paid by the pawn-
broker upon any such document :

Provided that a pawnbroker shall not be deemed to
have failed to comply with the foregoing condition by
reason of his having made in good faith and in accord-
ance with the terms of the contract for the loan—

5

10

15

(1) a charge in respect of the storage of any pledge

which is not physically delivered to him or
which, although so delivered, is of such weight
or size that it would not under the Post Office
regulations for the time being in force, be
received for transmission by parcel post; or

(ii) a charge for interest at a rate not exceeding
twenty pef cent. per anmum upon any sum
reasonably expended by the pawnbroker in
respect of the storage, care or carriage of the
pledge ; or

(iii) a charge not exceeding five shillings for rendering
an account of the sale of any pledge; or

(iv) a charge not exceeding one shilling in respect of
any inspection of the pawnbroker’s books.

Interpreta- 15.—(1) In this Act, unless the context otherwise

tion, &.  requires, the following expressions have the meanings
hereby respectively assigned to them, that is to say:—

¢ Authorised name” and ¢ authorised address™

mean respectively the name under which and the

26

30

36

40
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address at which a moneylender is authorised by
a licence taken out under this Act to carry.on
business as a moneylender ;

‘ Business name > means the name or style under

5 which any business is carried on, whether in

partnership or otherwise ;

“Company ” means any body. corporate being a
moneylender ; '

“Firm ” means an unincorporate body of two or

10 more individuals, or one or more individuals and
one or more corporations, or two or more corpora-
tions, who have entered into partnership with one
another with a view to carrying on business for
profit ;

15 ‘“ Interest ” includes any amount, by whatsoever
name called, in excess of the principal, paid or
payable to a moneylender in consideration of or
otherwise in respect of a loan;

* Principal ”’ means in relation to a loan the amount

20 actually lent to the borrower.

(2) Where by a contract for the loan of money by a
moneylender the interest charged on the loan is not
expressed in terms of a rate, any amount paid or payable
to the moneylender under the contract shall be appro-

25 priated to principal and interest in the proportion that
the principal bears to the total amount of the interest,
and the rate per cenf. per annum represented by the
interest charged as calculated in accordance with the
provisions of the First Schedule to this Act shall be

30 deemed to be the rate of interest charged on the loan.

168. Section one of the Moneylenders Act, 1911,

(which relates to the rights of bona fide holders for value

under contracts with moneylenders), shall have effect as

though references therein to section two of the Money-

35 lenders Act, 1900, and to defects due to the operation of

that section, included references to this Act and to
defects due to the operation thereof.

_ 17. This Act shall apply to Scotland subject to
the following modifications—

40 (@) References to the presentation of a bankruptey
petition shall be construed as references to the
presentation of a petition for sequestration;
i scheme of arrangement” shall mean deed of

AD. It

Saving for
right of
boné fide
holders for
value.

1 & 2QGeo. 5.
c. 38.

Application
to Scotland,



A.D. 1927,

-

16

Moneylenders, {17 Gro. 4.]

arrangement ; references to the admission of
proof of debts shall be construed as references
to the ranking of claims or debts; and
“affidavit ” shall mean cath: :

{b) The Bankruptey (Scotland) Act, 1913, shall be

substituted for the Bankruptey Act, 1914, except
where subsection (1) of section sixty-gix thereof
is referred to; for the reference to section six-
teen of the last-mentioned Act there shall be
substituled a reference to seection thirty-seven
and section one hundred and thirty-five of the
said Act of 1913; and Act of Sederutit under
section ome hundred and ninety of that Act
shall be substituted for general rules under
gection one hundred and thirty-two of the said
Act of 1914 :

(¢} Certificates under section two of this Act shall

be granted by the licensing court under the
Licensing (Scotland) Acts, 1903 to 1921, within
whose jurisdiction the premises in which the
moneylender’s business is to be carried on are
situated, and may be granted either at the
general half-yearly meeting of such court, or at
any adjournment thereof, which adjournmemt
they may make from time to time for the
purposes of this Act, or at some other meeting
specially convened for that purpose, and an
appeal against the refusal to grant such a
certificate shall lie to the court of appeal under
the said Acts:

{d) The power to make rules under subsection (4)

of section two of this Act shall include power
-to make rules with respect to the procedure to
be followed in appeals under the foregoing
paragraph of this section : ‘

(¢) The provisions of subsection (3) of section

twenty-seven of the Licensing (Scotland) Act,
1903 (which relates to the prescribing of fees),
shall extend to the prescribing of fees payable
to clerks of licensing courts and of courts of
appeal for anything done under this Act:

(f) Where decree is granted by any court in favour

of a moneylender for any sum of money in
regpect of a loan by him the court may, either

10

15

20

25

35
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at the time of granting such decree or at any
time thereafter prior to the payment of such
sum and on the application of either party,
make an order that such sam shall be payable
by instalments of such amount and subject to
such conditions as the court shall think fit:

(g} Section ten of this Act shall not apply:

() Notwithstanding anything to the contrary in any
Act contained, summary execution or diligence
shall not be competent upon any bill of exchange
or promissory note or upon any bond or obliga-
tion registered in the books of any eourt, where
such bill, promissory note, bond or obligation
has been granted to or in favour of or is held
by a moneylender.

18.—(1) This Act may be cited as the Moneylenders
wot, 1927, and the Moneylenders Acts, 1900 and 1911,
and this Act may be cited together as the Moneylenders
Acts, 1900 to 1927. .

(2) Except where the context otherwise requires,
references in this Act to the Moneylenders Act, 1900,
and to the Moneylenders Act, 1911, shall be construed
as references to those Acts as amended by this Act, and
this Act shall be construed as one with those Acts, and
the provisions of this Act as to moneylender’s excise
licences and offences in relation thereto shall also be
construed as one with the Acts relating to duties of

~excise and the management of those duties.

(3) The enactments set out in the Second Schedule
to this Act are hereby repealed to the extent specified
in the third column of that Schedule. :

(4) This Act shall not extend to Northern Ireland.

(6) This Act shall come into force on the first day
of January, nineteen hundred and twenty-eight.

A.D, 1927;

Short title,
citation,
construc-
tion, repeal,
extent and
commence-
ment.
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SCHEDULES,

FIRST SCHEDULE,

CarcuraTioN OF INTEREST WHERE THE
INTEREST CHARGED ON A LOAN IS NOT EXPRESSED.
IN TERMS OF A RATE,

1. The amount of principal outstanding at any time shall
be taken to be the balance remaining after deduecting from the
principal the total of the portions of any payments appropriated
to principal in accordance with the provisions of this Act,

2, The several amounts taken to be outstanding by way of
principal during the several periods ending on the dates on

which payments are made shall be multiplied in each case by

the number of calendar months during which those amounts

5

10

were respectively outstanding, and there shall be ascertained

the aggregate amount of the sum so produced.

3. The total amount of the interest shall be divided by
ane-twelfth part of the aggrepate amount mentioned in para-
graph 2 of this Schedule, and the guotient, multiplied by one
hundred, shall be taken to be the rate of interest per cent, per

4. If having regard to the intervals between successive
payments it is desired so to do, the calculation of interest may
be made by reference to weeks instead of months, and in such

a case the foregoing paragraphs shall have effect as though in .

paragraph 2 the word *“weeks” were substituted for the words
** calendar months,” and in paragraph 3 the words * one-fifty-
second,” were substituted for the words * one-twelfth.”

5. Where any interval between successive payments is not
a number of complete weeks or complete months, the foregoing
paragraphs shall have effect as though one day were one-seventh
part of a week or onme-thirtieth part of & month, as the case
may be.

15

20

30
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SECOND SCHEDULE. AD. 1927,

ENAOTMENTS REPEALED,

Session and
Chapter. fhort Title. . Extent of Repeal.

5 63 & 64 Vict, | The Moneylenders | Section two; section three; in

c. 51, Act, 1900. paragraph (e} of section sid
) the words  registration
under

1 & 2Geo. 5. | The Moneylenders | Section two.
10 e 38 Act, 1911. :
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