K

(1) Number of pages B PRy S S
"Y 4 1 ‘é ot
(2) Date of repair / 7 ¥, 7 it
r8) Initials of the Referencer Z
e

MADRAS RECORD OFFICE.

Government of Madras.

| /
& . 0 = g
,f fz,@_ﬁ.,.ﬁm,&g:é’ﬂ"» DEPARTMENT.

_i!ot to be folded or roughly handled

N \.‘"%é‘\.‘-'\{




Proceedings of the Madras Government, Financial Department,
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Read the following papers —

No. 13. From R. P. HARRISOY, Esq., Accountant General ; to T. PYCROFET, Esq.,
Chief Secretary to the Government of Madras, dated 21st May 1861, No. 21. ;

With reference to the Orders of Government, dated 22nd ultimo, and to their subsequent Pro-
ceedings dated the lIst instant, No. 203, I have the honor to report that I forwarded, on the 3rd
jdem, the original enclosure* of Mr. Lushington’s letter of the 1st of
"‘L{‘rewilh returned April last, No. 3,618, to your address, to the President of the Bank
" of Madras, and informed him that it was proposed to trans(er to the
Bank an allowance of Rupees 12,000 per annum, for the management of the Government Receipts
and Disbursements, that amount being in excess of the cost, including contingencies, now in-
curred by Government, for performing such of the business of the General Treaéury, as ‘will

henceforth be discharged by the Bank.

and. Tn reply to my communication the Secretary to the Bank has forwarded to me a
memorandum of the Directors embodying their views upon the points which they were requested
to consider, which is herewith submitted, together with Mr. Mclver's letter in original for the
consideration of Government.

3rd. The Directors having omitted to express their views on the subject of remuneration
for the management of the Government currency, I addressed the President on the subject, and
enclose a letter from the Secretary dated the 18th instant, which I had received in reply.

4th. With advertence-to the 2nd paragraph of the Director's memorandum, I beg to state
that I mentioned to the Directors at the last weekly meeting that if it could be shown that the
amount offered viz., 12,000 Rupees, was not sufficient to secure the prompt and eflicient p-er
formance of the additional duty which will be thrown upon the Bank by the transferto it of the
Government business, I was authorized to consider their objections and, to tender such sum as
might seem to myself and the Sub-Treasurer to be adequate. The Officers of the Bank were,
however, unable to explain how the sum of Rupees 15,000, stated to be the probable cost of
additional Establishment, was arrived at, or what extra establishment, it was thought would be

necessary. 1 did not, therefore, consider it advisable to make any alteration in the offer of

Rupees 12,000, previously made.

From JOHN McIVER, Esq., Secretary and Treasurer ; to the Accountant General, Fort Saint
George, dated 15th May 1861, No. 828.

In acknowledging receipt of your letter, No. 14 of the 3rd instant, addressed to the Pre-
sident of the Board, with the original papers which accompanied it, and which are herewith re-
turned, together with the Proceedings of the Madras Government, No. 203, dated 22nd April,
1 have the honor by desire of the Directors of the Bank to hand you the accompanying memo-
randum, embodying their views on the points proposed for their consideration.

[ am also desired to express the hope of the Directors that tne Government may be dis-
posed to view in a liberal and accommodating spirit the terms of arrangement which they have
proposed.

The Directors have now under review the necessary modifications, in the Charter of the
Bank which will be laid before you with as little delay as possible.

MEMORAXDUM,.

The Directors of the Bank of Madras have considered the papers laid before them by the
Accountant General regarding the terms of agreement arranged between the Government
of Tndia, and the Bank of Bengal, in connection with the transfer to the latter of the manage-
ment of the Government balances and paper currency ; also Mr. Secretary Lushington’s letter
to the Government of Madras stating the points in the terms of agreement requiring to be
modified with a view to adapting them to the circumstances of the Bank of Madras, and directing
that negotiations be entered on without delay, in order that similar terms be obtained from the
Bauk of Madras, and finally the Order of the Madras Grovernment, (No. 203, of 22nd April 1861)
thereon. v
In regard to Mr. Harrison’s proposal to transfer to the Bank Rupees 12,000 ‘per annum
on account of establishment for the pexformance' of duties now appertaining to the Sub-Trea-
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surer's establishment, and which it is proposed shall hereafter be discharged by the Baunk, the
Directors would beg reference to their ‘memorandum, dated 26th January last, in whic
15,000 was stated as the probable cost of additional establishment.

The two principal points submitted as subjects for negotiation are

1st. The maximum Government Cash balance to be left at the disposal of the Bank as
applicable to general Banking business, and

h Rupees

9nd. The minimum below which the Government should agree not to reduce their Qash
balance without its being made up to the Bank by an allowance to be afierwards determined.
The Directors would propose that the maximum for the Bank of Madras be fixed at 35 laes

and the minimum at 20 lacs.  Adverting to these points Mr. Lushington states in the 6th para.
of his letter that, the average actual circulation is the correct standard by which to measure
the loss to the Banks from the withdrawal of their circalation, but while faying this down as
obviously the right principle on which to base the arrangement, he leaves out of view altogether
the actual average circulation of the Bank of Madras which in 1860 was upwards of 24 lacs,
(see appended Statement A) and goes back to the year 1856-57, to find an average on which to
" compute the loss, this average being 7L laes, under that of 1860, which is the Tast ascertained
average. Irom these palpably incorrect premises he draws a conclusion which (eVeﬁ suppesing
the principle he propounds to be a sound one) is wholly erroneous.

But the Directors do not admit that this is a question merely of Pmportfloﬁ to be computed.
in the way Mr. Lushington suggests, they prefer to follow the rule which he laid down and

which was adopted in treating with the Bank of Bengal, and to fix the minimum, not on the
basis of a fanciful standard bat as he has proposed in the 3rd pavagraph of his memorandum of

the terms of agreeme.t »wit,h the Bank of Bengal on the basis of the usual minimum balance at
the General Treasurys’ g

Appended is a Statement (marked B) obtained from the Sub-Treasurer shewing the maxi-
mum and minimum balances in the Treasury in each month in the last 13 years, from this it will
be seen that the average minimum for 3 years was 27 lacs, and the average maximum 38 lacs,
and this notwithstand'u}g the fact that in the last year the balances were unprecedentedly low.

The Directors therefore consider that in asking the Government to fix on 20 lacs as the
minimam they are only demanding ] ‘
(on the safe side) to the actual limit, shall also be the recognized limit. When the subject which
has led to these negotiations was first discussed by the late Mr. Wilson, repeated assurances were
given of the desire of Government to deal liberally with the Banks and one of the most cogent

e of in favor of the con;em;_)lated abolition of the Sub-Treasurer’s estab-
fishment, was the utilising of the Government balances which had hitherto lain idle in the vaults
of the Presidency Forts. The Directors would therefore urge that, if this be so, instead of
going buck for years to find a small average on which to base their calculation, the Government
will rather look in advance and estimating the rapid increase in the Bank’s circulation, will see
in this an argument for making a corvesponding allowance to-the proprietors and fixing the mini-
mum on the safe and usefal basis of the average monthly unemployed cash balance held in the
Treasury.

By adopting this principle and complying with the Directors’ wishes, no ineconvenience or
loss will acerue to the State, while the advantage to the Bank will be that of fixing a practical
and useful limit, affording a fair margin for safe investment, instead of a limit whieh would just
have sufficient reality to be vexatious and would aim at redueing to the lowest practicable point

the advantage to be derived to the Bank and through it, to the community and country generally,
{rom its management of the Government balances,

In dealing with this question of the Government balances, the Direetors have devoted their
attention mainly to the principle to be adopted in fixing the minimum. |

In regard to the maximum it will be observed that 35 lacs is considerably under the average
maximum monihly balance in the Treasury and does not bear an undue proportion to the mini-
sium and while on this subject the Directors would take occasion to repeat that, whatever may
be fixed as the maximum balance available for Banking purposes, it would be ruinous if possi-
Ble, circumstanced as Madras is, to invest the surplus in Government Securities and that thercfore

that, what experience has shewn to be a close approximation

1860. January 7th...‘ 19 40 155
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pracl.ically when the Government balance at the Bank is in excess of tl;‘eGmaxlmumt_t_l'—xfh?::‘}:Luvs
would require to be retained in specie-—ear—marked' as the pro.perlty of: 'Ovefrnt\:er:nodiﬁcati()n;
consider a fair argument for adopting a liberal maximum and, in the spx.nt o i he s

i . Charter of the Bank of Bengal, leaving a great deal to the diseretion of the Liirectors.
v (Signed) R O. CAMPBELL, :
MapRras, 15th May 1861. President of the Bank.
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From JOHN McIVER, Esq., Secretary and Treasurer, Bank of Mad
Esq., Accountant General, dated 18th May 1861 ras; to R. P. HARRISON

In"consequence of communications of dates the 16 -

President of the Bank, to the effect that it was interxcti};(i1 n&: 731-“'5(&“' addressed by you to th
deration, simultaneously with the subject of the Cash balanc‘;:ec‘g"'s should take into consie
management of the Government currency, 1 have the h onor of i .°f remuneration for th;
the Directors held yesterday, I was directed to inform you that :ﬁ“matmg. that at a meeting of
upon by the Bank of Bengal w1z, § per cent. Commission on e ewinetion agg@e‘i
lation, will be acceptable to the Directors. Verage amount of the circu-

In agreeing to these terms, I am instructed by the Di

ment will be much less profitable to the Bank oz Madra':eflt;;xs :0 obsorve, that this arrange-~

Bombay, owing to its circulation bearing relatively so much smaller a o the Banks of Bengal and

therefore,the Directors request you will, in considering the whole I::‘Op_omon to its Caﬁital and

tiations with Government, view their acquiescence in this part of thg ;::’ll?:se?if;he Bank’s nego-
rrangem

a distinct referénce to the sums they have asked to be fixed ent with
i on as t 3 g Lot
Government balances. he maximum and minimum

e a—
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No. 14  From R:P. HARRISON, Esg,, Accountant Geveral; to T. PYCROFT, Esq.,
‘ Chief Secretary to Government of Madras, dated 27th May 1861, No. 29.

In continuation of my letter of the 21st instant, No. 21, I have the honor to forward, in
original, a letter to my address from the Secretary and Treasurer to the Bank of Madras; together

with a copy of the Bank Charter in which the alterations acquiesced in by the Directors, are

entered. :
gnd, The copy of the Charter of the Bank of Bengal received with the Orders of Govern-

ment, Noe 203, dated the 22nd ultimo, is herewith returned.

£l »
From JOHN McIVER, Esq., Secretary and Treasurer, Bank of Madras ; to R. P. HA RRISON,
‘ Esq., Accountant General, Fort Saint George, dated 23rd May 1861.

I am instructed by the Board of Directors to forward, along with the copy of the Cehz«?rter
of the Bank of Bengal with the agreed to alterations in fly leaf, r‘eceived frotn you, & copy of ﬂ?e
Charter of the Bank of Madras having the alterations acquiesced 1 by the Directors, appended in
in similar form, and I am directed to observe, that these alterations appear to have' been so care-
fully considered by the Directors of the Bank of Bengal, that the Directors of t.he Bank of
Madras ha¥e agreed to them with little alteration, only a slight modification of Clause 21 gnd
alteriftg Clauses 5 and 19, to meet the difference in the respective amounts of the shares capital
and mode of voting—these alterations are made in red ink.

——

No. 15. ORDER THEREON, 6th June 1861, No. 279.

Resolved that the Accountant General be informed, that his letters above recordqd and
their enclosures, will be reported to the Government of India, and their further instructions on
the subject awaited. :
(Signed) T. PYCROFT,

Chief Secretary.

——

No. 16.  To the Secretray to the Government of India, Financial Department, dated 6th June
1861, No. 280.

I am directed by His Excellency the Governor in Council to acknowledge the receipt of
your letter of the 1st April last, Financial Department, No. 3,648, forwarding a coPy of the cor-
respondence regarding the terms of agreement accepted by the Bank of Bengal, in connection
with the transfer to it of the management of the Government balances and paper currency-

3. The only modifications, it was remarked, which would have to be made in the texms of
agreement for the Bank of Bengal with a view to adapting them to the circumstances of the
Bank of Madras are such as relate

1st. ‘To the present cost of the Subordinate establishment of the General Treasury.
,  2ndly. Tothe maximum Cash balance, and
Srdly. To the minimum.

: 3. The allowance on account of Subordinate establishments which should be transferred to
the Bank of Madras for the management of the receipts and disbursements of Government could,
it was stated, be best fixed by the Government of Madras.

4. With regard to the maximum and minimum balances, it was observed in your letter, that
the average daily cireulation of the Bank of Bengal for the years 1856 and 1857, was 150% lacs-
1f on this, as the basis of calculation, the maximum and minimum balances for the Bank of
Bengal have been fixed at 70 and 50 lacs respectively, then the maximum and minimum balances
in the case of the Bank of Madras, will be 74 and 5} lacs, respectively, 163 lacs being its average
daily circulation, as ascertained from the monthly statements of the assets and liabilities of that
Bank for the two years above mentioned. This principle, it was added, was cbviously the right
one on which to base the arrangement, as the average actual circulation measures the loss to the
Banks from the withdrawal of the privilege, which it is proposed partly to meet by giving thew’
Cash balances without interest. '
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5. With these modifications, this Government was requested to take the earliest opportunity

to negotiate with the Bank of Madras, in order that terms of agreement similar to those approved
by the Bank of  Bengal might be obtained from the Bank of Madras, the necessary alterations in
“itg present Charter being at the same time submitted for the sanction of the Supreme Government.

+ 6. - In reference to this, I have to inform you, that on the receipt of your letter, a copy of
it, with its original enclosures, was forwarded to the Accountant General, who was requested,
after settling in communication with the Sub-Treasurer the amount which should be allowed to
the Bank of Madras on account of the establishment of the General Treasury on the principle
laid down in paragraph 4 of that letter, to'negotiate on hehalf of Government, with the Bank
Directors, in order that®erms of agreement similar to those épprowred by the Bank of Bengal
might be obtained {rom the Bank of Madras. Mr, Harrison was at the same time requested to

submit for the sanction of the Government of India, the alterations which it would be necessary
tto make in the present Charter of the Bank.

7. -The Accountant General in his letter of 26th April, No. 486, (of which a copy accome
‘pariies) for reasons therein fully shown, proposed to allow the Bank in round numbers Rupees
12,000 per annum, as-the cost of the additional establishment which would have to be entertain-
ed by the Bank on the transfer to it of the Government business. The Government (Order Ist
May, No. 22'3,) approved .the proposed sum, but stated that if the Bank Directors #uld show
that the amount thus offered was not sufficient to secure the prompt and efficient performance of
the additional duty which would be thrown upon the Bank by the’contemplated transfer, their
objections should be duly considered, and such sum as might seem to the Accountant General
and Sub-Treasurer to be adequate should be tendered. It did not appear to Government, that a
profit should be made by the Bank out of the sum to be transferred to it.

8. - I am now desired to submit, for the information and orders of the Government, of India,
the accompanying copy of a letter from the Accountant General, dated 21st May, No. 21, and of
its enclosures. It will be seen that the Directors adhere to the sum mentioned in their pre-
vious memorandum of the 25th January last, as the probable cost of the extra establishment
required, viz., Rupees 15,000 per annum, but as they were unable to explain how that amount had
been arrived at, or what extra establishment it was thought would be necessary, Mr. Harrison

did not consider it adyisable to make any alteration in the offer of lupees 12,000, which he had
made.

9. The Directors are willing to accept, in remuneration for the management of the Govern-
ment currency, the same rate as has been agreed to by the Bank of Bengal, viz., 2 per cent.
Commission on the average'amount of the circulatign.

10. With regard howéver to the maximum and minimum-balances, the Directors, it will be
perceived on the grounds assigned in their memorandum, propose . that these be fixed at 35 and
20 lacs respectively. As these sums differ so widely from those suggested in your letter of the
Lst April or 7} and 5% lacs, I have been instructed, in reporting what has taken place, to solicit
the further instructions of the Supreme Government in regard to these balances,
time in respect of the amount to be made overto the Bank as the cost o
establishment for the despatch of the Government businéss.

and at the same
f the Sub-Treasurer’s

11. I have at the same time to forward, for submission to the Government of India, the
accompanying copy of the Charter of the Bank of Madras as modified by the Directors. Tt will
be seen that they have adopted the alterations which have been proposed for the Charter of the

Bank of Bengal, with such alterations only in Sections 5, 19 and 21, as were required by the
circumstances of the Madras Bank.

-

(Signed) T. PYCROFT,
Chief Secretary.

Exd. T. O'Connor,
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