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Proceedings of the Madras Government, Financial Department,
9th Seplember 1863,

No. 40. Read the following letter from R. W. LODWICK, Esq., Acting Depuly Auditor
and Aceountant General, Madras; to the Chief Secretary to the Government of
Madras, dated Ist September 1863, No. 176. -

1 have the honor, with reference to Government Order, No. 528, daged 19th August 1863,
to lay before His Excellency in Council, the accompanying copy of a letter from the Directors of
the Madras Bank, No. 22-1,085, dated 28th ultimo, and to observe as follows : —

2, The commission charged by the Bank having been admitted in the Bank's daily accounts
which are audited by my Department, it was necessary when the charge was stated to be illegal
to call for a refund, and my doing so, it will be perceived, bas led to the preseut letier.

3. The Bank, it will be seen, rest their case entirely on the words of Clauses 2 and 3 of the
agreement with Government, contending that the puichase of Bills on account of Governmeut
in the open market is not a duty suc_h as is usually transacted by Bankers for their customers.

4, lam respectfully of opinion with all deference fo the views of my colleagues at the
Board that a strained interpretation has been put on the meaning of the agreement.

5. Inthe first place, I would observe, that although it may not be the general practice, still
it is frequently the rule for Houses of Agency to procure for persons Bills at the market rates and,
secondly, that the words of the agreement must be read to signify the duties of the Bunk in a
general rather than in a strict sense, -as for instance, that the Secretary is to procure Bills when
called upon to do so, it being usual for Bankers to remit the money of their customers by Bills
of some sort or other,

6. The Bank and Bankers are, I would submit, not at all on the same footing, for the former
receives a certain sum for performance of its duties, while the latter do not receive any such re-
muneration, but are dependent for their profits on a certain commission which they charge onall
receipts and payments.

7. In my way of looking at the matter, the Bank on undertaking the Government work
took the place of the Sub-Treasurer, and is bound just as he was toact for Government to the

a : best possible advantage in consideration of a sum

: li’fxfga?&‘lﬁefrpf’s“ﬁ‘ﬁ B e e paid it.* If then it decline to purchase Bills in

the open market it debars Government from

using its funds to the best advantage, and if it claim commission it demands a double remunera-

tion for the work it performs. Could it ever have been the intention of Government on doing

away with the Sub-Treasurership to place themselves in a worse position than before? 1 submit

not. Yet if the Sub-Treasurer had been instructed by the Accountant General to send money by

Bills he would have been bound to enter the market and the charge to Government would have

been the actual market price ; whereas if the claim of the Bank be allowed, Government must lcse

considerably on all remittances by Bills. In the former case while the pay of the Sub-Treasurer

would have amounted to only 24,000 Rupees per annum, supposing 100 lacs remitted during the

year at the moderate rate of 8 Annas per cent.

T Gainon 100 lacs at & Annas discount, Rupees 50,000 discount, all round the profit to Government

Deduct Sub-Treasurer’s Pay.. ssssee  n 24,000

. Cliar gain.. 38,000 would have been a clear 26,000 Rupees;t

o whereas in the latter the Government would

gain only 25,000 Rupees, the commission cost amounting to Rupees 25,000 on the sum remitted.

On the other hand, if Bills were procurable dnly at par, the Government fm!ﬁld lose the thousand

Rupees all the same that being the difference between the Sub-Treasurer’s pay perannum and
the Bank’s commission-

8. Itisno argument to state that the Sub-Treasurer Yvould not be ordered to buy Bills.
There was never anything fo prevent his receiving such instr.ucuon?, -and although past Accountants
General may not have availed themselves of Bills, it is quite legitimate to take fcfr granted that
had the Treasury remained on its former footing, the remittance of money by Bills might havs
been made as freely as now,
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9. Bat I join i i
Jomn issue with my co-dir i
~director i i
S ectors on still another point, viz., the proper reading
siontn‘u. P‘;ﬁniﬁ‘ﬂ;ﬁﬁ.‘arw ‘nyhinterut or commis- ofthe yarde quated Iy M. Malver's 8c) el
S oo e e s = . ¢ '
:::‘11 ‘;132‘::":" ¥ e toe, B, he "1::3::8 p:;:,ﬁ::: graph. 1t seems to me that the agreement with
ce of mogey” referred to in Clausg 3 the Bank does in those words most clearly indi-
A te that remitt f G
e s . b ! ca ances o overnment money are
i (g‘ e thh commission. I would respectfully beg particular attention to the wordi
agreement in this particular portion, Clause 3 -7 ey
10. To be gui i : : '
B pu,su: %:ulf:'d‘ l:y the practice of the other Banks is manifestly not the course for the
S h“in’, r eltub.r the charge of commission is or is not legal. If it be illegal the fact of
sl g e::llsted in another Presidency will not, it seems to me, make the charge any the
ere and must render all th ike li
sy e Bauks alike liable to refund sums charged as commission
" mel :) tlI1 ag q\;:tg willing to admit that the fuvorable state of the market was first made known
y the Bank Sccretary ; but I fail to see whatbeariig that ha i
: . \ . ng that has on the question at issue,
th“thl; p;xd servant of a Company which has engaged to transact Government business, I held
et : et‘::retary :va:hl.:ound to give me such information, and therefore I looked upon his com-
cation to me of this mat i [uti i i
iy ter as one of his proper duties and acted on the information accord-

From J(;HN McIVER, Esq., Secretary and Treasurer Bank of Madras ; to the Actin
e ccountant General, Madras, dated Madras, 28th August 1863, No.22:1,085 ;
£ ave the l.wnor., by desire of the Directors, to acknowledge receipt of the i’roc;edin of
hj‘overnmenl:, Financial Department, with Order thereon, 19th August 1863, No. 528 + d
emc.)ra.ndum by you attached in which you demand a refund of Rupees 3,527-13 ,bein . a "y f
oommls.smn charged by the Bauk, at various times, upon the purchase of Bills 'of E . hmoum :
I:oo%dxe; on a:;con.nt of Government, the Advocate General having given it as is ::i:;:ﬁe: ‘:
the Bauk, under its agreement with Govern t, i i i,
by went, is not entitled to make any charge of com-
The Dircctors cannot concur in the Advocate General's opini '

. - s opinion, i ibili
:v‘mch the Bank incurred by endorsing the Bills and Hoondies [:mtir:ly on::t:;l; ‘g-i::,: ::;p; mlbil: tl{
per cent. is quite inadequate a charge, the Direct i : (i
it g irectors hold they are entitled to commission on

In the second Clause of the Bank’s a i
. : greement with Government, it is
:; ;o do such busmfzss for Government “as is usually transacted by I;ankers :2?1? 'that b Pank
e purchase of Bills of Exchange and Hoondies in the open market is not, the Di: Rt:ustomers."
s ectors submit

a description of b\lSiﬂESS tha.t i * usually tra,nsactcd l) B 1 »
~ y & kel’s for the'r custo
1 mﬁrs,’ the plactice

; rred to, it would have
Eﬁ'@fence between the current rates of "::Z:;;“t m; (:: B g t’he R
i . » Al £ ; . :

u:)rtluxes can be purchased in the market was at the tim © rates at which Mercantile Bills and
quar ;}: per cent, e, and is generally, much greater than a
e Directors would furth

the Bank sh er refer to the third Clause of th :
ll'r&ngeme;tui: lil::tt hdmrge any mterest or commission on th: mmzn‘:hmh de:hrgs ; th;:
ment current accountf !;enfit i;{:ogizic?lause " this following Clause refers so'lele;?;Ptb‘:n (;;vs:rn-
only to this account, ors contend that the exemption from commission applies

The Direct

such tmnsa::?:n:r:'l:;ve' taken steps to asoqetain the practice of the Bank of Bengal in regard to
whatever it may be i: S:e ‘llf]der r::"ence, and hereafier they ate willing to adopt that practice,
: b aling with any such tr jons } :
stated they" do not feel called upon to niakec the arzfs::‘:o:l;:hf;::"ciag i kel

#ad

Proceedings of the Madras Governm
9k September 1863.

ent, Financial Department,

P

that the purchase of Billsin the market was an alternative sug-
both as regards Government and the

and that in the then stringent state

It will be in your recollection f
gested by me, as preferable in every view of the question,

public, to shipping silver to Bombay as you proposed to do, : . : :
of our money market, the former course had a very beneficial effect in bringing into immediate

circulation a large amount of silver which would otherwise have been deported from the Presi-
dency at considerable expense to Government, at a time when every Steamer was bringing specie

; (True COP y.)
(Signed) J. MACKE Y ’

Acting st Assistant Accountant General.

To the Secretary to the Government of India, Financial Department, dated Fort

Saint George, 9th September 1863, No. 588. 3
I am directed to submit, for the consideration of the Honorable the President in Council,
. the annexed copies of a correspondence which
F'gmmt;‘gt‘;"}i‘{g e i and Accountant Gemeral, o0 taken place on a question raised by the
. Y ; ’ 3 1 .
From the Government Solicitor, dated 11th Aungust 1863, Actlng Accountant General as to the ri ght of
No. 572, with one enclosure. Sk
From the Acting Deputy Auditor and Accounhmtl General, the Bank of Madras to charge commission for
i nclosure, v .
dated 1st September 1863, No. 176, with one enclosure purchasmg ont Ssehimk o Gavernient e

Bills for the remittance of Treasure to Bombay.

9. Tt will be seen that the Acting Advocate General is of opinion that the Bank is not
entitled under the terms of the agreement between the Government and the Bank to charge such
commission, but that the Directors of the Bank contest the correctness of that opinion.

3. Under the circumstances, the Governor in Council thinks it desirable that the question
which has been raised should be settled by the Supreme Government, as it is one which is
equally applicable to the transactions between the Government and the Banks of Bengal and

No. 41.

Bombay.
' (Signed) A.J. ARBUTHNOT,
Chief Secretary.

Exd. T. McMootry.
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1 have the honor to'be,
Sir,

Your mbst obedient Servant,

Ay. Dy Audr, and Aed General.
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