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Government of India Act 1935
1935 CHAPTER 2

PART VII

FINANCE, PROPERTY, CONTRACTS AND SUITS.

CHAPTER I

FINANCE.

Distribution of Revenues between the Federation and the Federal Units.

136 Meaning of " revenues of Federation " and " revenues of Province ".

Subject to the following provisions of this chapter with respect to the assignment of
the whole or part of the net proceeds of certain taxes and duties to Provinces and
Federated States, and subject to the provisions of this Act with respect to the Federal
Railway Authority, the expression "revenues of the Federation " includes all revenues
and public moneys raised or received by the Federation, and the expression " revenues
of the Province " includes all revenues and public moneys raised or received by a
Province.

137 Certain succession duties, stamp duties, terminal taxes and taxes on fares and
freights.

Duties in respect of succession to property other than agricultural land, such stamp
duties as are mentioned in the Federal Legislative List, terminal taxes on goods or
passengers carried by railway, or air, and taxes on railway fares and freights, shall be
levied and collected by the Federation, but the net proceeds in any financial year of any
such duty or tax, except in so far as those proceeds represent proceeds attributable to
Chief Commissioners' Provinces, shall not form part of the revenues of the Federation,
but shall be assigned to the Provinces and to the Federated States, if any, within which
that duty or tax is leviable in that year, and shall be distributed among the Provinces and
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those States in accordance with such principles of distribution as may be formulated
by Act of the Federal Legislature:

Provided that the Federal Legislature may at any time increase any of the said duties
or taxes by a surcharge for Federal purposes and the whole proceeds of any such
surcharge shall form part of the revenues of the Federation.

138 Taxes on income.

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

Provided that—
(a) the percentage originally prescribed under this subsection shall not be

increased by any subsequent Order in Council;
(b) the Federal Legislature may at any time increase the said taxes by a surcharge

for Federal purposes and the whole proceeds of any such surcharge shall form
part of the revenues of the Federation.

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

(a) in each year of a prescribed period such sum as may be prescribed; and
(b) in each year of a further prescribed period a sum less than that retained in

the preceding year by an amount, being the same amount in each year, so
calculated that the sum to be retained in the last year of the period will be
equal to the amount of each such annual reduction :

Provided that—
(i) neither of the periods originally prescribed shall be reduced by any subsequent

Order in Council;
(ii) the Governor-General in his discretion may hi any year of the second

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

(3) Where an Act of the Federal Legislature imposes a surcharge for Federal purposes
under this section, the Act shall provide for the payment by each Federated State in
which taxes on income are not leviable by the Federation of a contribution to the
revenues of the Federation assessed on such basis as may be prescribed with a view
to securing that the contribution shall be the equivalent, as near as may be, of the net
proceeds which it is estimated would result from the surcharge if it were leviable in
that State, and the State shall become liable to pay that contribution accordingly.

(4) In this section—
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" taxes on income " does not include a corporation tax;
" prescribed " means prescribed by His Majesty in Council; and
" Federal emoluments " includes all emoluments and pensions payable

out of the revenues of the Federation or of the Federal Railway Authority in
respect of which income tax is chargeable.

139 Corporation tax.

(1) Corporation tax shall not be levied by the Federation in any Federated State until ten
years have elapsed from the establishment of the Federation.

(2) Any Federal law providing for the levying of corporation tax shall contain provisions
enabling the Ruler of any Federated State in which the tax would otherwise be leviable
to elect that the tax shall not be levied in the State, but that in lieu thereof there shall
be paid by the State to the revenues of the Federation a contribution as near as may
be equivalent to the net proceeds which it is estimated would result from the tax if it
were levied in the State.

(3) Where the Ruler of a State so elects as aforesaid, the officers of the Federation shall
not call for any information or returns from any corporation in the State, but it shall be
the duty of the Ruler thereof to cause to be supplied to the Auditor-General of India
such information as the Auditor-General may reasonably require to enable the amount
of any such contribution to be determined.

If the Ruler of a State is dissatisfied with the determination as to the amount of the
contribution payable by his State in any financial year, he may appeal to the Federal
Court, and if he establishes to the satisfaction of that Court that the amount determined
is excessive, the Court shall reduce the amount accordingly and no appeal shall lie
from the decision of the Court on the appeal.

140 Salt duties, excise duties and export duties.

(1) Duties on salt, Federal duties of excise and export duties shall be levied and collected
by the Federation, but, if an Act of the Federal Legislature so provides, there shall be
paid out of the revenues of the Federation to the Provinces and to the Federated States,
if any, to which the Act imposing the duty extends, sums equivalent to the whole or
any part of the net proceeds of that duty, and those sums shall be distributed among
the Provinces and those States in accordance with such principles of distribution as
may be formulated by the Act.

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

141 Prior sanction of Governor-General required to Bills affecting taxation in which
Provinces are interested.

(1) No Bill or amendment which imposes or varies any tax or duty in which Provinces
are interested, or which varies the meaning of the expression " agricultural income"
as defined for the purposes of the enactments relating to Indian income tax, or which
affects the principles on which under any of the foregoing provisions of this chapter
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moneys are or may be distributable to Provinces or States, or which imposes any such
Federal surcharge as is mentioned in the foregoing provisions of this chapter, shall
be introduced or moved in either Chamber of the Federal Legislature except with the
previous sanction of the Governor-General in his discretion.

(2) The Governor-General shall not give his sanction to the introduction of any Bill or
the moving of any amendment imposing in any year any such Federal surcharge
as aforesaid unless he is satisfied that all practicable economies and all practicable
measures for otherwise increasing the proceeds of Federal taxation or the portion
thereof retainable by the Federation would not result in the balancing of Federal
receipts and expenditure on revenue account in that year.

(3) In this section the expression " tax or duty in which Provinces are interested " means—
(a) a tax or duty the whole or part of the net proceeds whereof are assigned to

any Province; or
(b) a tax or duty by reference to the net proceeds whereof sums are for the time

being payable out of the revenues of the Federation to any Provinces.

142 Grants from Federation to certain Provinces.

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

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

143 Savings.

(1) Nothing in the foregoing provisions of this chapter affects any duties or taxes levied
in any Federated State otherwise than by virtue of an Act of the Federal Legislature
applying in the State.

(2) Any taxes, duties, cesses or fees which, immediately before the commencement of Part
III of this Act, were being lawfully levied by any Provincial Government, municipality
or other local authority or body for the purposes of the Province, municipality, district
or other local area under a law in force on the first day of January, nineteen hundred and
thirty-five, may, notwithstanding that those taxes, duties, cesses or fees are mentioned
in the Federal Legislative List, continue to be levied and to be applied to the same
purposes until provision to the contrary is made by the Federal Legislature.

144 Calculation of " net proceeds " &c.

(1) In the foregoing provisions of this chapter " net proceeds" means in relation to any tax
or duty the proceeds thereof reduced by the cost of collection, and for the purposes of
those provisions the net proceeds of any tax or duty, or of any part of any tax or duty,
in or attributable to any area shall be ascertained and certified by the Auditor-General
of India, whose certificates shall be final.

(2) Subject as aforesaid, and to any other express provision of this chapter, an Act of the
Federal Legislature may, in any case where under this Part of this Act the proceeds
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of any duty or tax are, or may be, assigned to any Province or State, or a contribution
is, or may be, made to the revenues of the Federation by any State, provide for the
manner in which the proceeds of any duty or tax and the amount of any contribution
are to be calculated, for the times in each year and the manner at and in which any
payments are to be made, for the making of adjustments between one financial year
and another, and for any other incidental or ancillary matters.

The Crown and the States.

145 Expenses of the Crown in connection with Indian States.

There shall be paid to His Majesty by the Federation in each year the sums stated
by His Majesty's Representative for the exercise of the functions of the Crown in its
relations with Indian States to be required, whether on revenue account or otherwise,
for the discharge of those functions, including the making of any payments in respect
of any customary allowances to members of the family or servants of any former Ruler
of any territories in India.

146 Payments from or by Indian States.

All cash contributions and payments in respect of loans and other payments due from
or by any Indian State which, if this Act had not been passed, would have formed part
of the revenues of India, shall be received by His Majesty, and shall, if His Majesty
has so directed, be placed at the disposal of the Federation, but nothing in this Act
shall derogate from the right of His Majesty, if he thinks fit so to do, to remit at any
time the whole or any part of any such contributions or payments.

147 Remission of States' contributions.

(1) Subject to the provisions of subsection (3) of this section, His Majesty may, in
signifying his acceptance of the Instrument of Accession of a State, agree to remit over
a period not exceeding twenty years from the date of the accession of the State to the
Federation any cash contributions payable by that State.

(2) Subject as aforesaid, where any territories have been voluntarily ceded to the Crown
by a Federated State before the passing of this Act—

(a) in return for specific military guarantees, or
(b) in return for the discharge of the State from obligations to provide military

assistance,
there shall, if His Majesty, in signifying his acceptance of the Instrument of Accession
of that State, so directs, be paid to that State, but in the first-mentioned case on
condition that the said guarantees are waived, such sums as in the opinion of His
Majesty ought to be paid in respect of any such cession as aforesaid.

(3) Notwithstanding anything in this section—
(a) every such agreement or direction as aforesaid shall be such as to secure that

no such remission or payment shall be made by virtue of the agreement or
direction until the Provinces have begun to receive moneys under the section
of this chapter relating to taxes on income, and, in the case of a remission, that
the remission shall be complete before the expiration of twenty years from the
date of the accession to the Federation of the State in question, or before the
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end of the second prescribed period referred to in subsection (2) of the said
section, whichever first occurs; and

(b) no contribution shall be remitted by virtue of any such agreement save in so far
as it exceeds the value of any privilege or immunity enjoyed by the State; and

(c) in fixing the amount of any payments in respect of ceded territories, account
shall be taken of the value of any such privilege or immunity.

(4) This section shall apply in the case of any cash contributions the liability for which has
before the passing of this Act been discharged by payment of a capital sum or sums,
and accordingly His Majesty may agree that the capital sum or sums so paid shall be
repaid either by instalments or otherwise, and such repayments shall be deemed to be
remissions for the purposes of this section.

(5) In this chapter " cash contributions " means—
(a) periodical contributions in acknowledgment of the suzerainty of His Majesty,

including contributions payable in connection with any arrangement for the
aid and protection of a State by His Majesty, and contributions in commutation
of any obligation of a State to provide military assistance to His Majesty, or
in respect of the maintenance by His Majesty of a special force for service
in connection with a State, or in respect of the maintenance of local military
forces or police, or in respect of the expenses of an agent;

(b) periodical contributions fixed on the creation or restoration of a State, or on a
re-grant or increase of territory, including annual payments for grants of land
on perpetual tenure or for equalisation of the value of exchanged territory;

(c) periodical contributions formerly payable to another State but now payable to
His Majesty by right of conquest, assignment or lapse.

(6) In this chapter " privilege or immunity " means any such right, privilege, advantage
or immunity of a financial character as is hereinafter mentioned, that is to say—

(a) rights, privileges or advantages in respect of, or connected with, the levying
of sea customs or the production and sale of untaxed salt;

(b) sums receivable in respect of the abandonment or surrender of the right to
levy internal customs duties, or to produce or manufacture salt, or to tax salt
or other commodities or goods in transit, or sums receivable in lieu of grants
of free salt;

(c) the annual value to the Ruler of any privilege or territory granted in respect
of the abandonment or surrender of any such right as is mentioned in the last
preceding paragraph;

(d) privileges in respect of free service stamps or the free carriage of State mails
on government business;

(e) the privilege of entry free from customs duties of goods imported by sea and
transported in bond to the State in question; and

(f) the right to issue currency notes,
not being a right, privilege, advantage or immunity surrendered upon the accession of
the State, or one which, in the opinion of His Majesty, for any other reason ought not
to be taken into account for the purposes of this chapter.

(7) An Instrument of Accession of a State shall not be deemed to be suitable for acceptance
by His Majesty, unless it contains such particulars as appear to His Majesty to be
necessary to enable due effect to be given to the provisions of this and the next but one
succeeding sections, and in particular provision for determining from time to time the
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value to be attributed for the purposes of those provisions to any privilege or immunity
the value of which is fluctuating or uncertain.

148 Certain payments to Federated States, &c, to be charged on Federal revenues.

Any payments made under the last preceding section and any payments heretofore
made to any State by the Governor-General in Council or by any Local Government
under any agreements made with that State before the passing of this Act, shall be
charged on the revenues of the Federation or on the revenues of the corresponding
Province under this Act, as the case may be.

149 Value of privileges and immunities to be set off against share of taxes, &c,
assigned to Federated States.

Where under the foregoing provisions of this chapter there is made in any year by
the Federation to a Federated State any payment or distribution of, or calculated by
reference to, the net proceeds of any duty or tax, the value in and for that year of any
privilege or immunity enjoyed by that State in respect of any former or existing source
of revenue from a similar duty or tax or from goods of the same kind, being a privilege
or immunity which has not been otherwise taken into account shall, if and in so far as
the Act of the Federal Legislature under which the payment or distribution is made so
provides, be set off against the payment or distribution.

Miscellaneous Financial Provisions.

150 Expenditure defrayable out of Indian revenues.

(1) No burden shall be imposed on the revenues of the Federation or the Provinces except
for the purposes of India or some part of India.

(2) Subject as aforesaid, the Federation or a Province may make grants for any purpose,
notwithstanding that the purpose is not one with respect to which the Federal or the
Provincial Legislature, as the case may be, may make laws.

151 Provisions as to the custody of public moneys.

(1) Rules may be made by the Governor-General and by the Governor of a Province for
the purpose of securing that all moneys received on account of the revenues of the
Federation or of the Province, as the case may be, shall, with such exceptions, if any,
as may be specified in the rules, be paid into the public account of the Federation or
of the Province, and the rules so made may prescribe, or authorise some person to
prescribe, the procedure to be followed in respect of the payment of moneys into the
said account, the withdrawal of moneys therefrom, the custody of moneys therein, and
any other matters connected with or ancillary to the matters aforesaid.

(2) In the exercise of his powers under this section the Govern or-General or a Governor
shall exercise his individual judgment.

152 Exercise by Governor-General of certain powers with respect to Reserve Bank.

(1) The functions of the Governor-General with respect to the following matters shall be
exercised by him in his discretion, that is to say—
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(a) the appointment and removal from office of the Governor and Deputy
Governors of the Reserve Bank of India, the approval of their salaries and
allowances, and the fixing of their terms of office;

(b) the appointment of an officiating Governor or Deputy Governor of the Bank;
(c) the supersession of the Central Board of the Bank and any action consequent

thereon; and
(d) the liquidation of the Bank.

(2) In nominating directors of the Reserve Bank of India and in removing from office
any director nominated by him, the Governor-General shall exercise his individual
judgment.

153 Previous sanction of Governor-General to legislation with respect to Reserve
Bank, currency and coinage.

No Bill or amendment which affects the coinage or currency of the Federation or
the constitution or functions of the Reserve Bank of India shall be introduced into or
moved in either Chamber of the Federal Legislature without the previous sanction of
the Governor-General in his discretion.

154 Exemption of certain public property from taxation.

Property vested in His Majesty for purposes of the government of the Federation shall,
save in so far as any Federal law may otherwise provide, be exempt from all taxes
imposed by, or by any authority within, a Province or Federated State :

Provided that, until any Federal law otherwise provides, any property so vested which
was immediately before the commencement of Part III of this Act liable, or treated as
liable, to any such tax, shall, so long as that tax continues, continue to be liable, or to
be treated as liable, thereto.

155 Exemption of Provincial Governments and Rulers of Federated States in respect
of Federal taxation.

(1) Subject as hereinafter provided, the Government of a Province and the Ruler of a
Federated State shall not be liable to Federal taxation in respect of lands or buildings
situate in British India or income accruing, arising or received in British India :

Provided that—
(a) where a trade or business of any land is carried on by or on behalf of the

Government of a Province in any part of British India outside that Province or
by a Ruler in any part of British India, nothing in this subsection shall exempt
that Government or Ruler from any Federal taxation in respect of that trade
or business, or any operations connected therewith, or any income arising in
connection therewith, or any property occupied for the purposes thereof;

(b) nothing in this subsection shall exempt a Ruler from any Federal taxation
in respect of any lands, buildings or income being his personal property or
personal income.

(2) Nothing in this Act affects any exemption from taxation enjoyed as of right at the
passing of this Act by the Ruler of an Indian State in respect of any Indian Government
securities issued before that date.
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156 Adjustment in respect of certain expenses and pensions.

Where under the provisions of this Act the expenses of any court or commission, or the
pension payable to or in respect of a person who has served under the Crown in India,
are charged on the revenues of the Federation or the revenues of a Province, then if—

(a) in the case of a charge on the revenues of the Federation, the court or
commission serves any of the separate needs of a Province, or the person has
served wholly or in part in connection with the affairs of a Province; or

(b) in the case of a charge on the revenues of a Province, the court or commission
serves any of the separate needs of the Federation or another Province, or
the person has served wholly or in part in connection with the affairs of the
Federation or another Province,

there shall be charged on and paid out of the revenues of the Province or, as the case
may be, the revenues of the Federation or of the other Province, such contribution in
respect of the expenses or pension as may be agreed, or as may in default of agreement
be determined by an arbitrator to be appointed by the Chief Justice of India.

157 Duty of Federation and Provinces to supply Secretary of State with funds.

(1) The Federation and every Province shall secure that there are from time to time in the
hands of the Secretary of State sufficient moneys to enable him to make such payments
as he may have to make in respect of any liability which falls to be met out of the
revenues of the Federation or of the Province as the case may be.

(2) Without prejudice to their obligations under the preceding subsection, the Federation
and every Province shall secure that there are from time to time in the hands of the
Secretary of State and the High Commissioner sufficient moneys to enable payment to
be made of all pensions payable out of the revenues of the Federation or the Province,
as the case may be, in the United Kingdom or through officers accounting to the
Secretary of State or to the High Commissioner.

158 Provisions as to relation of Burma monetary system with India.

(1) His Majesty in Council may make such provision as may appear to him to be necessary
or proper for defining and regulating the relations between the monetary systems of
India and Burma and for purposes connected with or ancillary to those purposes, and
in particular, but without prejudice to the generality of this section, such provision as
may appear to His Majesty to be necessary or proper for the purpose of giving effect
to any arrangements with respect to the said matters made before the commencement
of Part III of this Act with the approval of the Secretary of State by the Governor of
Burma in Council with the Governor-General in Council or any other persons.

(2) Any sums required by an Order under this section to be paid by the Federation shall
be charged on the revenues of the Federation.

159 Relief in respect of tax on income taxable both in India and Burma.

His Majesty in Council may make provision for the grant of relief from any Federal
tax on income in respect of income taxed or taxable in Burma.
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160 Provisions as to customs duties on India-Burma trade.

With a view to preventing undue disturbance of trade between India and Burma in the
period immediately following the separation of India and Burma and with a view to
safeguarding the economic interests of Burma during that period, His Majesty may by
Order in Council give such directions as he thinks fit for those purposes with respect
to the duties which are, while the Order is in force, to be levied on goods imported into
or exported from India or Burma and with respect to ancillary and related matters.

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.

(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.
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(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.

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 :
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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

(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
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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.

(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.
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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.

CHAPTER III

PROPERTY, CONTRACTS, LIABILITIES, AND SUITS.

172 Vesting of lands and buildings.

(1) All lands and buildings which immediately before the commencement of Part III of
this Act were vested in His Majesty for the purposes of the government of India shall
as from that date—

(a) in the case of lands and buildings which are situate in a Province, vest in His
Majesty for the purposes of the government of that Province unless they were
then used, otherwise than under a tenancy agreement between the Governor-
General in Council and the Government of that Province, for purposes which
thereafter will be purposes of the Federal Government or of His Majesty's
Representative for the exercise of the functions of the Crown in its relations
with Indian States, or unless they are lands and buildings formerly used for
such purposes as aforesaid, or intended or formerly intended to be so used,
and are certified by the Governor-General in Council or, as the case may
be, His Majesty's Representative, to have been retained for future use for
such purposes, or to have been retained temporarily for the purpose of more
advantageous disposal by sale or otherwise;

(b) in the case of lands and buildings which are situate in a Province but do not
by virtue of the preceding paragraph vest in His Majesty for the purposes
of the government of that Province, and in the case of lands and buildings
which are situate in India elsewhere than in a Province, vest in His Majesty
for the purposes of the government of the Federation or for the purposes of
the exercise of the functions of the Crown in its relations with Indian States,
according to the purpose for which they were used immediately before the
commencement of Part III of this Act; and

(c) in the case of lands and buildings which are situate elsewhere than in India
(except lands and buildings situate in Burma or Aden), vest in His Majesty for
the purposes of the government of the Federation or, if they were immediately
before the commencement of Part III of this Act used for purposes of the
department of the Secretary of State in Council, for the purposes of His
Majesty's Government in the United Kingdom.

(2) Except with the consent of the Governor-General, effect shall not be given to any
proposal for the sale of any lands or buildings which by virtue of this section are
vested in His Majesty for the purposes of His Majesty's Government in the United
Kingdom, or to any proposal for the diversion of any such lands and buildings to uses
not connected with the discharge of the functions of the Crown in relation to India
or Burma.
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(3) The lands and buildings vested in His Majesty by virtue of this section for the purpose
of His Majesty's Government in the United Kingdom shall be under the management
of the Commissioners of Works, and, subject to the provisions of subsection (2) of
this section, the provisions of the Acts relating to the Commissioners of Works shall
apply in relation to those lands and buildings as if they had been acquired by the
Commissioners in pursuance of those Acts.

(4) The provisions of this section shall apply in relation to the contents of buildings
vested in His Majesty for the purposes of His Majesty's Government in the United
Kingdom, other than any money or securities, as they apply in relation to the buildings
themselves :

Provided that, in the case of such articles and classes of articles as may be agreed
upon between the Secretary of State and the Governor-General, the provisions of
subsection (2) of this section shall not apply and, notwithstanding anything in
subsection (3) of this section, the contents of those buildings shall be under the control
of the Secretary of State.

(5) Any question which may arise within the five years next following the commencement
of Part III of this Act as to the purposes for which any lands or buildings are by virtue
of this section vested in His Majesty may be determined by His Majesty in Council.

173 Provisions as to other property.

(1) Subject to the provisions of this and the last preceding section, all property vested in
His Majesty which by virtue of any delegation from the Secretary of State in Council
or otherwise is immediately before the commencement of Part III of this Act in the
possession or under the control of, or held on account of, the Governor-General in
Council or any Local Government shall, as from the commencement of Part III of this
Act, vest in His Majesty—

(a) for the purposes of the Government of the Federation; or
(b) for the purposes of the exercise of the functions of the Crown in its relations

with Indian States ; or
(c) for the purposes of the Government of a Province,

according as the purposes for which the property was held immediately before the
commencement of Part III of this Act will thereafter be purposes of the Government
of the Federation, purposes of His Majesty's Representative for the exercise of the said
functions of the Crown or purposes of the Government of a Province :

Provided that—
(i) all moneys which immediately before the commencement of Part III of this

Act were in the public account of which the Governor-General in Council was
custodian shall be vested in His Majesty for the purposes of the Government
of the Federation;

(ii) all credits and debits of the Local Government of any Governor's Province
(other than Burma) in account with the Governor-General in Council shall be
deemed to be credits and debits of the corresponding Province under this Act
in account with the Federation.

(2) Subject as aforesaid, all other property vested in His Majesty and under the control of
the Secretary of State in Council immediately before the commencement of Part III of
this Act shall as from the commencement of Part III of this Act vest in His Majesty
for the purposes of the Government of the Federation, for the purposes of the exercise
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of the functions of the Crown in its relations with Indian States or for the purposes
of the Government of a Province, according as the Secretary of State may determine
having regard to the circumstances of the case, and the Secretary of State shall have
power to and shall deal with the property accordingly.

(3) In this section " property " includes money, securities, bank balances and movable
property of any description.

(4) Arrears of any taxes outstanding immediately before the commencement of Part III of
this Act shall be deemed to be due to and may be recovered by the Federal Government
or a Provincial Government according as the proceeds of any such tax imposed after
the commencement of Part III of this Act would be due to and recoverable by the
Federal Government or the Provincial Government.

(5) This section shall apply in relation to any equipment, stores, moneys, bank balances
and other property held in connection with His Majesty's Indian forces stationed in
Burma (not being forces raised in Burma) as it applies in relation to property held for
purposes which will be purposes of the Government of the Federation, but, save as
aforesaid, nothing in this section applies to any property situate in Burma or Aden,
or to arrears of taxes in Burma or Aden, or to any property which by virtue of any
delegation from the Secretary of State in Council or otherwise is, immediately before
the commencement of Part III of this Act, in the possession or under the control of, or
held on account of, the Local Government of Burma or Aden.

(6) Nothing in this section shall affect any adjustments made or to be made by or under
this Act by reason of the creation before the commencement of Part III of this Act of
the Provinces of Orissa and Sind.

174 Property accruing by escheat or lapse, or as bona vacantia.

Subject as hereinafter provided, any property in India accruing to His Majesty by
escheat or lapse, or as bona vacantia for want of a rightful owner, shall, if it is property
situate in a Province, vest in His Majesty for the purposes of the government of that
Province, and shall in any other case vest in His Majesty for the purposes of the
government of the Federation :

Provided that any property which at the date when it accrued to His Majesty was in
the possession or under the control of the Federal Government or the Government of
a Province shall, according as the purposes for which it was then used or held were
purposes of the Federation or of a Province, vest in His Majesty for the purposes of the
government of the Federation or for the purposes of the government of that Province.

175 Power to acquire property and to make contracts, &c.

(1) The executive authority of the Federation and of a Province shall extend, subject to any
Act of the appropriate Legislature, to the grant, sale, disposition or mortgage of any
property vested in His Majesty for the purposes of the government of the Federation or
of the Province, as the case may be, and to the purchase or acquisition of property on
behalf of His Majesty for those purposes respectively, and to the making of contracts:

Provided that any land or building used as an official residence of the Governor-
General or a Governor shall not be sold, nor any change made in the purposes for
which it is being used, except with the concurrence, in his discretion, of the Governor-
General or the Governor, as the case may be.
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(2) All property acquired for the purposes of the Federation or of a Province or of the
exercise of the functions of the Crown in its relations with Indian States, as the case
may be, shall vest in His Majesty for those purposes.

(3) Subject to the provisions of this Act with respect to the Federal Railway Authority,
all contracts made in the exercise of the executive authority of the Federation or of a
Province shall be expressed to be made by the Governor-General, or by the Governor
of the Province, as the case may be, and all such contracts and all assurances of
property made in the exercise of that authority shall be executed on behalf of the
Governor-General or Governor by such persons and in such manner as he may direct
or authorise.

(4) Neither the Governor-General, nor the Governor of a Province, nor the Secretary of
State shall be personally liable in respect of any contract or assurance made or executed
for the purposes of this Act, or for the purposes of the Government of India Act or of
any Act repealed thereby, nor shall any person making or executing any such contract
or assurance on behalf of any of them be personally liable in respect thereof.

176 Suits and proceedings.

(1) The Federation may sue or be sued by the name of the Federation of India and a
Provincial Government may sue or be sued by the name of the Province, and, without
prejudice to the subsequent provisions of this chapter, may, subject to any provisions
which may be made by Act of the Federal or a Provincial Legislature enacted by virtue
of powers conferred on that Legislature by this Act, sue or be sued in relation to their
respective affairs in the like cases as the Secretary of State in Council might have sued
or been sued if this Act had not been passed.

(2) Rules of court may provide that, where the Federation, the Federal Railway Authority,
or a Province sue or are sued in the United Kingdom, service of all proceedings may
be effected upon the High Commissioner for India or such other representative in the
United Kingdom of the Federation, Authority or Province, as may be specified in the
rules.

177 Existing contracts of Secretary of State in Council.

(1) Without prejudice to the special provisions of the next succeeding section relating
to loans, guarantees and other financial obligations, any contract made before the
commencement of Part III of this Act by, or on behalf of, the Secretary of State in
Council shall, as from that date—

(a) if it was made for purposes which will after the commencement of Part III of
this Act be purposes of the Government of a Province, have effect as if it had
been made on behalf of that Province; and

(b) in any other case have effect as if it had been made on behalf of the Federation,
and references in any such contract to the Secretary of State in Council shall be
construed accordingly, and any such contract may be enforced in accordance with the
provisions of the next but one succeeding section.

(2) This section does not apply in relation to contracts solely in connection with the affairs
of Burma or Aden, or solely for purposes which will after the commencement of Part
III of this Act be purposes of His Majesty's Representative for the exercise of the
functions of the Crown in its relations with Indian States.
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178 Special provisions as to existing loans, guarantees and other financial
obligations.

(1) All liabilities in respect of such loans, guarantees and other financial obligations
of the Secretary of State in Council as are outstanding immediately before the
commencement of Part III of this Act and were secured on the revenues of India shall,
as from that date, be liabilities of the Federation and shall be secured upon the revenues
of the Federation and of all the Provinces.

(2) All enactments relating to any such loans, guarantees and other financial obligations
of the Secretary of State in Council as aforesaid shall, in relation to those loans,
guarantees and obligations, continue to have effect with the substitution therein, except
in so far as the context otherwise requires, of references to the Secretary of State for
references to the Secretary of State in Council, and with such other modifications and
such adaptations as His Majesty in Council may deem necessary.

(3) No deduction in respect of taxation imposed by or under any existing Indian law or
any law of the Federal or a Provincial Legislature shall be made from any payment
of principal or interest in respect of any securities, the interest whereon is payable in
sterling, being a payment which would, but for the provisions of this Act, have fallen
to be made by the Secretary of State in Council.

(4) If in the case of any Local Government in India there are outstanding immediately
before the commencement of Part III of this Act any loans or other financial
obligations secured upon the revenues of the Province, all liabilities in respect of those
loans and obligations shall, as from that date, be liabilities of the Government of, and
shall be secured upon the revenues of, the corresponding Province under this Act.

(5) Any liabilities in respect of any such loan, guarantee or financial obligation as is
mentioned in this section may be enforced in accordance with the provisions of the
next succeeding section.

(6) The provisions of this section apply to the liabilities of the Secretary of State in
Council in respect of the Burma Railways three per cent. Debenture Stock, but, save as
aforesaid, do not apply to any liability solely in connection with the affairs of Burma
or Aden.

179 Legal proceedings as to certain matters.

(1) Any proceedings which, if this Act had not been passed, might have been brought
against the Secretary of State in Council may, in the case of any liability arising before
the commencement of Part III of this Act or arising under any contract or statute made
or passed before that date, be brought against the Federation or a Province, according
to the subject matter of the proceedings, or, at the option of the person by whom the
proceedings are brought, against the Secretary of State, and any sum ordered to be paid
by way of debt, damages or costs in any such proceedings, and any costs or expenses
incurred in or in connection with the defence thereof, shall be paid out of the revenues
of the Federation or the Province, as the case may be, or, if the proceedings are brought
against the Secretary of State, out of such revenues as the Secretary of State may direct.

The provisions of this subsection shall apply with respect to proceedings arising under
any contract declared by the terms thereof to be supplemental to any such contract as is
mentioned in those provisions as they apply in relation to the contracts so mentioned.
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(2) If at the commencement of Part III of this Act any legal proceedings are pending in
the United Kingdom or in India to which the Secretary of State in Council is a party,
the Secretary of State shall be deemed to be substituted in those proceedings for the
Secretary of State in Council, and the provisions of subsection (1) of this section shall
apply in relation to sums ordered to be paid, and costs or expenses incurred, by the
Secretary of State or the Secretary of State in Council in or in connection with any
such proceedings as they apply in relation to sums ordered to be paid in, and costs or
expenses incurred in or in connection with the defence of, proceedings brought against
the Secretary of State under the said subsection (1).

(3) Any contract made in respect of the affairs of the Federation or a Province by or
on behalf of the Secretary of State after the commencement of Part III of this Act
may provide that any proceedings under that contract shall be brought in the United
Kingdom by or against the Secretary of State and any such proceedings may be brought
accordingly, and any sum ordered to be paid by the Secretary of State by way of debt,
damages or costs in any such proceedings, and any costs or expenses incurred by the
Secretary of State in or in connection therewith, shall be paid out of the revenues of
the Federation or the Province, as the case may be.

(4) Nothing in this section shall be construed as imposing any liability upon the Exchequer
of the United Kingdom in respect of any debt, damages, costs or expenses in or in
connection with any proceedings brought or continued by or against the Secretary of
State by virtue of this section, or as derogating from the provisions of subsection (1)
of the last preceding section.

(5) This section does not apply in relation to contracts or liabilities solely in connection
with the affairs of Burma or Aden, other than liabilities which are by this Act made
liabilities of the Federation, or to contracts or liabilities for purposes which will, after
the commencement of Part III of this Act, be purposes of His Majesty's Representative
for the exercise of the functions of the Crown in its relations with Indian States.

180 Contracts in connection with functions of Crown in its relations with Indian
States.

(1) Any contract made before the commencement of Part III of this Act by or on behalf of
the Secretary of State in Council solely in connection with the exercise of the functions
of the Crown in its relations with Indian States shall, as from the commencement of
Part III of this Act, have effect as if it had been made on behalf of His Majesty and
references in any such contract to the Secretary of State in Council shall be construed
accordingly.

(2) Any proceedings which if this Act had not been passed might have been brought by or
against the Secretary of State in Council in respect of any such contract as aforesaid
may be brought by or against the Secretary of State and if at the commencement of
Part III of this Act any proceedings in respect of any such contract are pending in
the United Kingdom or in India to which the Secretary of State in Council is a party,
the Secretary of State shall be deemed to be substituted in those proceedings for the
Secretary of State in Council.

(3) Any contract made after the commencement of Part III of this Act on behalf of His
Majesty solely in connection with the exercise of the said functions of the Crown
shall, if it is such a contract as would have been legally enforceable by or against the
Secretary of State in Council, be legally enforceable by or against the Secretary of
State.
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(4) Any sums ordered to be paid by the Secretary of State by way of debt, damages or costs
in any such proceedings as are mentioned in this section and any costs or expenses
incurred by him in or in connection with the prosecution or defence thereof shall be
deemed to be sums required for the discharge of the functions of the Crown in its
relations with Indian States, and any sum received by the Secretary of State by virtue
of any such proceedings shall be paid or credited to the Federation.


