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Government of India Act 1935
1935 CHAPTER 2

PART VII

FINANCE, PROPERTY, CONTRACTS AND SUITS.

CHAPTER II

BORROWING AND AUDIT.

Borrowing.

161 Cessation of borrowing by Secretary of State in Council.

Upon the commencement of Part III of this Act all powers vested in the Secretary of
State in Council of borrowing on the security of the revenues of India shall cease and
determine, but nothing in this section affects the provisions of Part XIII of this Act
with respect to borrowing in sterling by the Secretary of State.

162 Borrowing by Federal Government.

Subject to the provisions of Part XIII of this Act with respect to borrowing in sterling,
the executive authority of the Federation extends to borrowing upon the security of
the revenues of the Federation within such limits, if any, as may from time to time be
fixed by Act of the Federal Legislature and to the giving of guarantees within such
limits, if any, as may be so fixed.

163 Borrowing by Provincial Governments.

(1) Subject to the provisions of this section, the executive authority of a Province extends
to borrowing upon the security of the revenues of the Province within such limits, if
any, as may from time to time be fixed by the Act of the Provincial Legislature and to
the giving of guarantees within such limits, if any, as may be so fixed.
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(2) The Federation may, subject to such conditions, if any, as it may think fit to impose,
make loans to, or, so long as any limits fixed under the last preceding section are not
exceeded, give guarantees in respect of loans raised by, any Province and any sums
required for the purpose of making loans to a Province shall be charged on the revenues
of the Federation.

(3) A Province may not without the consent of the Federation borrow outside India, nor
without the like consent raise any loan if there is still outstanding any part of a loan
made to the Province by the Federation or by the Governor-General in Council, or in
respect of which a guarantee has been given by the Federation or by the Governor-
General in Council.

A consent under this subsection may be granted subject to such conditions, if any, as
the Federation may think fit to impose.

(4) A consent required by the last preceding subsection shall not be unreasonably
withheld, nor shall the Federation refuse, if sufficient cause is shown, to make a loan
to, or to give a guarantee in respect of a loan raised by, a Province, or seek to impose
in respect of any of the matters aforesaid any condition which is unreasonable, and, if
any dispute arises whether a refusal of consent, or a refusal to make a loan or to give
a guarantee, or any condition insisted upon, is or is not justifiable, the matter shall
be referred to the Governor-General and the decision of the Governor-General in his
discretion shall be final.

164 Loans by Federal Government to Federated States.

The Federation may, subject to such conditions, if any, as it may think fit to impose,
make loans to, or, so long as any limits fixed under the last but one preceding section
are not exceeded, give guarantees in respect of loans raised by, any Federated State.

165 Application of Colonial Stock Acts to stocks issued by Federation.

(1) The Colonial Stock Acts, 1877 to 1900, shall, notwithstanding anything to the contrary
in those Acts, apply in relation to sterling stock issued after the establishment of the
Federation and forming part of the public debt of the Federation as they apply in
relation to stock forming part of the public debt of any British Possession mentioned in
those Acts, so however that nothing in section twenty of the Colonial Stock Act, 1877,
shall be construed as compelling a person desirous of bringing proceedings to proceed
in the manner therein specified and that, until Parliament otherwise determines, any
conditions prescribed by the Treasury under section two of the Colonial Stock Act,
1900, shall be deemed to have been complied with with respect to all such stock so
issued by the Federation.

(2) The expression " colonial stock " in section eleven of the Trusts (Scotland) Act, 1921,
shall include any stock in relation to which the said Acts apply by virtue of this section.

(3) In paragraph (d) of subsection (1) of section one of the Trustee Act, 1925, the words "
or any other " securities the interest in sterling whereon is payable out " of, and charged
on, the revenues of India " shall be repealed :

Provided that, notwithstanding anything in this Act, any securities which by virtue
of the said words were immediately before the commencement of Part III of this Act
securities in which a trustee might invest trust funds shall continue to be securities in
which a trustee may invest such funds.
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Audit and Accounts.

166 Auditor-General of India.

(1) There shall be an Auditor-General of India, who shall be appointed by His Majesty
and shall only be removed from office in like manner and on the like grounds as a
judge of the Federal Court.

(2) The conditions of service of the Auditor-General shall be such as may be prescribed
by His Majesty in Council, and he shall not be eligible for further office under the
Crown in India after he has ceased to hold his office :

Provided that neither the salary of an Auditor-General nor his rights in respect of leave
of absence, pension or age of retirement shall be varied to his disadvantage after his
appointment.

(3) The Auditor-General shall perform such duties and exercise such powers in relation
to the accounts of the Federation and of the Provinces as may be prescribed by, or by
rules made under, an Order of His Majesty in Council, or by any subsequent Act of
the Federal Legislature varying or extending such an Order:

Provided that no Bill or amendment for the purpose aforesaid shall be introduced or
moved without the previous sanction of the Governor-General in his discretion.

(4) The salary, allowances and pension payable to or in respect of an Auditor-General
shall be charged on the revenues of the Federation, and the salaries, allowances and
pensions payable to or in respect of members of his staff shall be paid out of those
revenues.

167 Provincial Auditor-General.

(1) If a Provincial Legislature after the expiration of two years from the commencement
of Part III of this Act passes an Act charging the salary of an Auditor-General for that
Province on the revenues of the Province, an Auditor-General of the Province may be
appointed by His Majesty to perform the same duties and to exercise the same powers
in relation to the audit of the accounts of the Province as would be performed and
exercised by the Auditor-General of India, if an Auditor-General of the Province had
not been appointed:

Provided that no appointment of an Auditor-General in a Province shall be made
until the expiration of at least three years from the date of the Act of the Provincial
Legislature by which provision is made for an Auditor-General of that Province.

(2) The provisions of the last preceding section shall apply in relation to the Auditor-
General of a Province and his staff as they apply in relation to the Auditor-General of
India and his staff, subject to the following modifications, that is to say—

(a) a person who is, or has been, Auditor-General of a Province shall be eligible
for appointment as Auditor-General of India;

(b) in subsection (3) of the said section, for the reference to the Federal Legislature
there shall be substituted a reference to the Provincial Legislature, and for the
reference to the Governor-General there shall be substituted a reference to the
Governor; and
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(c) in subsection (4) of the said section for the reference to the revenues of
the Federation there shall be substituted a reference to the revenues of the
Province :

Provided that nothing in this section shall derogate from the power of the Auditor-
General of India to give such directions in respect to the accounts of Provinces as are
mentioned in the next succeeding section.

168 Power of Auditor-General of India to give directions as to accounts.

The accounts of the Federation shall be kept in such form as the Auditor-General of
India may, with the approval of the Governor-General, prescribe and, in so far as the
Auditor-General of India may, with the like approval, give any directions with regard
to the methods or principles in accordance with which any accounts of Provinces ought
to be kept, it shall be the duty of every Provincial Government to cause accounts to
be kept accordingly.

169 Audit reports.

The reports of the Auditor-General of India relating to the accounts of the Federation
shall be submitted to the Governor-General, who shall cause them to be laid before the
Federal Legislature, and the reports of the Auditor-General of India or of the Auditor-
General of the Province, as the case may be, relating to the accounts of a Province
shall be submitted to the Governor of the Province, who shall cause them to be laid
before the Provincial Legislature.

170 Auditor of Indian Home Accounts.

(1) There shall be an Auditor of Indian Home Accounts who shall be appointed by the
Governor-General in his discretion and shall only be removed from office in like
manner and on the like grounds as a judge of the Federal Court.

(2) The conditions of service of the Auditor of Indian Home Accounts shall be such as
may be prescribed by the Governor-General in his discretion :

Provided that neither the salary of an Auditor of Indian Home Accounts nor his rights
in respect of leave of absence, pension or age of retirement shall be varied to his
disadvantage after his appointment.

(3) The Auditor of Indian Home Accounts shall perform such duties and exercise such
powers in relation to transactions in the United Kingdom affecting the revenues of the
Federation, of the Federal Railway Authority, or of any Province, as may be prescribed
by, or by rules made under, an Order of His Majesty in Council, or by any Act of the
Federal Legislature varying or extending such an Order:

Provided that no Bill or amendment for the purpose aforesaid shall be introduced or
moved without the prior sanction of the Governor-General in his discretion.

(4) The reports of the Auditor of Indian Home Accounts relating to such transactions
as aforesaid shall be submitted to the Auditor-General of India, or, in the case of
transactions affecting the revenues of a Province which has an Auditor-General, to the
Auditor-General of the Province, and shall be included by any such Auditor-General
in the reports which under this Part of this Act he is required to submit to the Governor-
General or, as the case may be, to the Governor.
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(5) The Auditor of Indian Home Accounts shall be subject to the general superintendence
of the Auditor-General of India.

(6) The salary, allowances and pension payable to or in respect of the Auditor of Indian
Home Accounts shall be charged on the revenues of the Federation, and the salaries,
allowances and pensions payable to or in respect of members of his staff shall be paid
out of those revenues.

(7) His Majesty in Council may require the Auditor of Indian Home Accounts to perform
in relation to Burma all or any of the functions which he performs in relation to
India, and may fix the payments to be made in respect of his services from the
revenues of Burma to the revenues of the Federation, and may make such incidental
and consequential provision as may appear to him to be proper.

171 Audit of accounts relating to the discharge of the functions of the Crown in
relation to Indian States.

The accounts relating to the discharge of the functions of the Crown in its relations
with Indian States shall be audited by the Auditor-General of India, or, in so far as
those accounts concern transactions in the United Kingdom, by the Auditor of Indian
Home Accounts acting on his behalf and under his general superintendence, and the
Auditor-General of India shall make to the Secretary of State annual reports on the
accounts so audited by him or on his behalf.


