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Proceedings of the Madras Government, Financial Department,
11th November 1863. e

Read the following papers :— ;
No. 19.  From J. McIVER, Esq.,, Secretary and Treasurer to the Bank of Madras: to
the Honorable'A. J. ARBUTHNOT, Chief Secretary to Government, Fort Saint
George, dated L{adlas, ls[‘, October ]863' NO. 23/556.

I have the honor, by desire of the Directors, to bring to your notice the alterad system
introduced by the Acting Accountant General, of purchasing Bills of Exchange on account of the
Government.

You are probably aware that hitherto the Bank has exclusively purchased these bills for the
Government, and that a qustion arose whether the Bank was entitled to charge 1 per cent. on
such business. The Government has for the present waived the claim made by the Acting
Accountant General to a refund of the commission charged ; and a reference made by this Bank
to the Bank of Bengal, has resulted in proving that that Bank considers the charge a legitimate
one under the Bank’s agreement with Government. -

The Acting Accountant General in consequence, it is presumed, of this decision, has dis-
continued employing thi's Bank in the purchase of bills, and invited the Branch Banks doing
pusiness here, to tender to him their bills on Bombay, without even sending notice or intimation
of any kind to this Bank, and be has in this manner made extensive purchases on account of

Government.

1t would be easy for the Directors to prove thatthe Government has not in any way bene-
fited by this mode of purchasing Bills of Exchange, and that this Bank could either have sold its
own bills, on equally favorable terms, or have purchased hills in market for Government, at a
rate which including the Bank’s commission, should not have cost the Government so much as
the bills alluded to, and that the Bank did in fact purchase bills at considerably more favorable
rates than those bought by the Acting Accountant General. "

This is not, however, the object of the present communication. The Directors consider they
would be neglecting their duty to the share-holders, if they did not draw the attention of
Government to these circumstances, and they would submit that the Acting Accountant General
having a seat at the Board of Direetors of the Bank, went beyond his duty in thus discontinuing
the sgency of the Bank, and in exerting his official influence to divert to the other Banks,
with which the Government has no connection, the business which the Directors consider
should be entirely entrusted to this Bank, in which the Government is a share-holder, and

with which it is otherwise intimately connected.

The Directors would go further and would venture to urge that on the ground of recognized
public policy, it is not expedient that an Officer of Government holding the position of an
Accountant Geveral, should have direct personal dealings in regard to public monies with private
Bankers and Sowkars, when Government has provided a recognized channel through which such
transactions may be effected.

1 am directed also to point out the disturbing effect on the Exchange market of such direct
purchases by a Government Officer, confessadly unacquainted with the course of exchange, and
to say that such disturbance would be entirely avoided and consequently better rates obtained by
gradual purchases being made through the agency of the Bank. /

The Directors feel assured that the course of action adopted by the Acting Accountant
Gereral, has only to be pointed out to be put a stop to.

.
N. B.—This liter was written on the 1st instant, but retained to be approved by the Board
of Directors, and since written, the following correspondence between the Secretary and Account-

arit General has taken place.
A
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W. LODWICK, Esq., Acting Deputy Auditor and Acsountant General to the Gov-
- emment of lhdnn;mth Secretary and Treasurcr, Bank of Madrar, dated Nerms
- the 2ad October 1863, No. 352. -

et Su dm he-is receiving continual tenders for Bills on Bombay at various rates of dis
count, and inquires whether the Bank feels inclined to give bills at & month's sight, ood If v0 84

what rate.

; From JOHN McIVER, Elq., Secnury and Treasurer; to R. W. LODWICK, Esq. Acting
i Accountant General, dated Madras, 20d October 1863, 23-#47. s
e . Tn reply to your Memorandum, No. 352, you have disturbed the market so much by .\':
h” and sudden purchases on Bombay, that 1 have entirely withdrawn from it for the presed

_ E Referred to the Acting Accountant General for his remarks.
* Font Sausr Grorae, (Signed) A.J. ARBUTHNOT,
20th October 1863. Chicf Secrelary:

No. 20.  From R. W. LODWICK, Esq., Acting Deputy Auditor and A“mmm Seint

lGhdm; fo the Chief Searctary fo the Govemment of Madras, dated Fort 2
eorge, 26th October 1863, No. 233, instant,

Thave the honor, with reference to Government endorsement, No.—, dated the 20tb in&

to report as follows :— ' By - .
2. The present letter from the Bink was read at the meeting of the
.. eara vt v feyemd LB 4iy” 5. tors. thibeb-words given in tho mAT
W S Ry v B unsuitsble unless so order could be POt

i ach order existé
g forkidding the Accountant General from personally entering the market. No S8€R 97 g gy
=% :"::;Il-wmof,noreonﬂth Board on my W%“’d’”www'
: ‘only reply I received was that such a prohibition was to be inferred. > 18
8. After, therefore, expluining my reasons for acting as 1 have done and d““"“‘t the ressl!
which have followed on my proceedings, I shall show, Brst, that the .Amnmumiﬁinﬁ
‘not tied down to employ the Bank when he desires to purchase bills, and ”ndl’:upﬂ‘w
expedient that he should be so tied down unless the Bank take upon itself cortain
and engagements not at present in force. : A ;mo® the
4. Myreasons for entering the market persomally were these. On wu&dg:‘ ’
Secretary made me an offer to £
® Vide ssnexars A Nacs at 2 Annas M“"’o‘. ;-y w‘
balanc in exchange for a bill of sieTeC0 g
on Bombay at 15 dsys’ sight at par. Considering that the money at Cochin 18 o Bombay 8¢
every bill day taken up at 4 Annas premium, and that the market price for bills o:‘ e cot
a montl's sight was at the time this offer was made set down in the public papers the term%
discount, this offer appeared to me very far from a liberal one. 1 accordingly mbill R
but consented eventually to give the bill on Cochin st the advertised rate for & then "

it being incumbent on me 10 §

they charge (} per cent) WU

-ﬂ-ﬁ the Bank to purchase, ¢ “ :

Clepemnl instant, when | POil“Qd ow’mw
pted 08

late become such a ma

i

at 30 days’ dato at part These TUCL fod
1 Ve senrune B, uhobmmmloouumhviﬁ';‘“ Jacs 80

~ Bombay by thel 17th November, lw

3 Vide sasexure C. micmmbembet""“‘"‘b&"";
- o . (1 tried to procure bills PEREECT ied ab
;ztﬁ-—n“ﬂﬁmuo‘hu\ h(,fotln‘mdmtu.hﬂh' M;;"Hl
| ' discount for one month's sight VT Ly g gp ol

- 4+

the profits in the case of 50 days bills, and the greater part of the profits in that of bill
e .t' : g days’ sight. I therefore addressed the

kT Mg RS. PR . s ¥

» Agra Bank 31 days’ sight %y‘é@mhh diseount... 1,00,000 le?d_mg .Banks and invited offers frm
Do. 60 dnys’ *ye‘!'m . &Wn‘t.-. -..;n.:.- see 1,00,000 ceIVlng n rep‘fy Certain tenders Wmm
Mercantile Bank3 Annas discount 30 days’sight. 3,00,000 e a fciehitivife
Do. } per cent. disconnt 60 days’ sight......... 2.00,003 ed, as ey ‘appeare to me sufficiently favor

d do. aeseinis 240,00 able accordmg b0 the published e Tnithe

9,00,000 margin* are given the purchases I made, and is

will be seen that in a few days I eonveyed 9
Jacs to Bombay at a clear profit to Government of Rupees 3312-8.

5. The Bank Directors profess to take it ill that I did not write to them, but I am surprised
that they should have written in this manner, for it was not to be expected that I should address
them not only because having had a transaction with them as before stated, I had no need to
make inquiries as to their terms, but also because I had frequently spoken to the Secretary, had
told him I was anxious to remit money to Bombay, had stated that I was purchasing in the mar-
ket and had therefore given him every opportunity of making a tender or offer which he could
1y have made at this time as on the 18th September when he made me the very illiberal

just as eas s : s :
have referred to in paragraph 4, or on the 7 th ultimo, vide annexure D.

proposal 1
G. 1 now turn to the consideration of that part of the Bank’s letter in which they charge
worse bargin than the Secretary would have made had I employed him. I have
been enjoined by the Government of Indiat to

g v :ille:‘;}_‘i‘t‘yfﬂ‘e % take especial care that all the bills 1 buy are
Lettor from Government of India, No. 3,160, dated 16th 504 oJugs bills. It is not long since that at a
July 1863, vide snpexure E. discussion at the Board I was startled to hear

me with making a

purchase none but bills of un-

it affirmed that the Bank when purchasing bills for Government did not necessarily make itself

; liable for the safety of the said bills,{ now under
g evved H and T It willibe “observed that these circumstances what is my position ? The
. Z::?W'? force the Bauik to endorse Bils. Government of India look to ane) for the secu-
v of every Rupee I send away. IfI employ the Secretary to buy bills he makes such pur-
i to him safe, but knowing Bombay as I do, and being aware that speculation lyxs of
Gascs 4 nia :here that many a man supposed to be rolling in wealth is in reality in
danger of bankruptey, I have never felt easy with regard to bills bought through brokers since I
angd hat if the said bills were dishonored the Bank would not be answerable. Bought with-
gy fi tervention of persons respecting whom I know nothing and on firms or private indivi-
: utl:‘ fe;:eiting whom I have little or no knowledge, how can I feel sure that the bills are firs¢
cll::u 7 For this reason, as well as : : .
- o the market myself, and for this reason I declined to have any dealings with brokers (several
into - B making my proposals direct to the Banks. The Madras Bank affirms
i wl.nom c:d have made ‘better' purchases than I did, alluding of course to the rates at which the
Fase a0 Secretary bought his bills. The difference of
ont called for by me from the Bauk of the pur- oGt is not very great (vide annexure K, §) but
: fm mado by it when T was buyiog bills Fa.king for grantfd that the Bank cou1:1§;1ave
his profit, which is certainly doubtful, for the purchase of lacs and a few thousands are
made t.ﬂts Snt m,atlerS, I respectfully affirm that I prefer the bills I have bought to these which the
verylflwglld have bought for me. In every sense of the word my bills are first class, and I con-
lﬂia!.l fot wiile 8 respectable profit has been made the transaction has been attended with less
s}derll! & it would otherwise have been. Had I done as the Bank Sceretary does when buying
rl.sk s mployed brokers and bough bills on Native firms, T see no reason why I should not
bills, V"_;’ e“P ood terms as he did ; but my object was security, and I submit that that object has
have ma ecbeiply aitained at the sacrifice of the few Rupees which constitute the difference
:::e:e:ymy profit and that the Bank asserts it could have made for Goven‘ment.

7. And here Dbefore proceeding to the‘eongidegqtion of the main question at issue, \'-'iz.,
whether the Bank has a right to be always empl;byeé when Government is purchasing bills, [

o
& 2

=

as to save Grovernment the cost of commission, I preferred going .
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DRy say'a few won'.ls on the subject of disturbing the market
against me. Now it is self-evident that if any one buys |

a certain extent aflected, byt | must altogether de ol
any very prejudicial effeet, or that if the 5 -

which is one of the charges brought
ely at once the market must be 1o
Mur to the statement 1hat my purchases had

. Secretary of the Bank had ing i s
the market would have been much less The offers a:oe::: l;“"h“':f::‘:;’:r"m :
y me we W

: aft
at the ordinary rates quoted in the Dapers, e

broker against broker o e ] I made no strike fora high rate of discount, I did not pit
sible that I can have 4 o O favorable rates, aad | therefore consider that it is impos-
the fact of offers ha:inon: subart any serious injury ; and in this opinion [ am confirmed by

€ been made me up to the Jagt* At very steady rates which would not have
* Videa G : been th . ' n

1 whenes & dnysPii;t{;:l!:[';fnl i not acoapt being e - !ud the Bank's statement bee

t Beo copy attached to Barprr L correct.  The Secretary’s refusal to treat withme
: when I made him the offer of the 2nd instantt

reply
3 is, I submit, gr ich do not
:aue:;-e:{oc;hr:ng u;to. H; says that he had retireq from the mnrk‘:l‘::‘i(x’x:;dls?l:cl::‘:?: ':e':n so dis-
PECHiA b): usyal“:;lz: ;r;etudden purchases, hut why could not the Madras Bank girc‘:nc as askedt
ripphc disco::!'es as other Banks? 7y, Secretary knew quite well that I would
: o offer of any sort, clearly showing that Ae was

h -
ll ¢ market by holdmg out for rates less favorable to the purcbmf
sewhere,

lotter together with Bank's

than those he could procure e
&1

VR Lot & Government himself, enter the market of
ntant Geneyl o _Thel’e i8, 1 believe, no rule or order mak-
ve therofun . ° 297 bills by proxy. This I think is acknow"
S ‘": only to congider whether the contrary course is sup-
"B hl‘ Y Precedent. I think I can show that both are in its

ol the Government of India, No. 3,160, dated 16th July 1863,

is subr Z ] i i t v

} I.led ﬂ"d L w l“ be ieen th“ no Orderl a i ] i nme toe I J

n l i ; I m L.ng 114 lmperluVQ L4}

are (f()"talHEd there n eue' l "rule

ing it incumbent on the Accon
ledged on all hands, and we ha
ported by any order direct or j
favor. The accompanying |et

Itis a repl
“I bave the honor to reponx:};v.:o:. ot commencing as follows :—
chased two bills, the one for Rupets B 1ave entered the market and have to-day pur

d ¢/ ”»
The bills I referred to, were bought by":h the other for 60,000 Rupees.

x e Secretar m isition, but I considered
g b d Y on requisition, bu c
that what was done by him for me was done by myself, and I dig iot t?\erefore consider it at the

time necessary to say more than that T had entered ined
that the bills had been purchased by the Bank °“ tt':::-'dmlrkel. In a suhsequent letter I explain
“ L g % ol
I have the honor to inform you that in calouhling the amount of profit by purclnuil‘G

Nl;rz.—l was when Iﬁn&f": the ﬂanlklin:tr“cﬁom to buy bills on Bomb.’ at diuount, the commi!lwi“
or me quite unaware that they would olaim commiss; a H s=
and the rates being axtreordinarily high, I thanght .l:'::.: Piyable to the Bank was not taken into ¢on

time that it would be better not to go personally into th dﬂ'alion " : Goyemmen‘
market lest they should fall suddenly, bat !'nu’n what ; ~ but it is elsar chat (b

have seen since I am now of opinion that had I entered the of India SaW no reason to nbjecl to an Officer
market myself I could have made purchases very mearly like myself making his own purchases or Whey

e s o ;::j]lc::‘::“;:‘:x:ury. SN S —" would have referred to this point in replying ‘.o

Py first letter. [ consider therefore that this

ecttles the question as to an Accountant General being at liberty to bay bills himself, and 1 really

cannot see why on the face of it there should be more objection to his buying than to his selling

bills which he does regularly twice a week. Then as to precedent I bey to submit the following

copy of a telegram® received from B.omb’hlv

® Aunexure . which shows that the practice of employing (5€

Bank to purchase bills is not follm‘vod lh:nt

I thought this was the ease, but not feeling perfectly sure I considered it best to ascertain the at;

teyond the possibiligy of doubt, and telegraphed for the information to the Ac‘coununt Gn;n;l""-

9. Thus I conceive | have shown that my proceedings are pwfwlyi”"'ﬁ'b"' god d.

7w ouly 1o prove that it is not adeisable that the Accountant General should be bound to

employ the Bank always,

,

W S
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10. I feel sure Government will admit that when remittances by bills are made the main
object is to save expense, for it is clear that the conveyance of specie by steamer is a much
y mode of getting Treasure to another Presidency. Now Treasure can be conveyed by

: Steamer always at the rate of 6 Annas per cent.
+Vide *Athenmam,” dated 20th to 23xd October, slipsattached, and sometimes at that of 4 Annas, and therefore
' when the market isas now* very unfavorable
the loss to Government of employing the Bank to purchase bills would beenormous, for in
ddition to the premium paid, the Bank’s commission would have to be made good, and the t‘wo
‘:ouether would greatly exceed the rate at which the money could be conveyed by sea. The
A::’coun'tant General going into the market himself at a time when the rates of exchange are
unfavorable can buy bills sufficiently cheap to ma,kfa the remittance of money in this manner
pay, but it is abundantly evident that if he systematically employed the Bank this could not be
the ’case. Again, even when rates are favorable no object is gained by employing the Bank, for
allowing that the Accountant General on grounds of caution buys l-)ills at a somewhat worse rate
than the Bank, he could by watching the market closely for some time beforehand make in mctst
ses a bargain so little inferior to that which the Bank could. effect as to render Government: in
s ainer by the non-payment of the | per cent. commission, always of course supposing
ey !; 2 ties kept the principle of buying none but bills ““ of undoubted security” in view,
b ]ﬁt : }:Ii‘ill;e above arguments, it will be seen, are all founded on the supposition that the Bank
in act,ir;g for Government as a bill purchaser invariably requires a commiss?on. Asl havef inti-

4 however in my 3rd paragraph, there are certain conditions on which it would be advisable
o loy it on‘all occasions, but these areI fear such as the Bank would not consent to. They
mewe that the Secretary should abandon all claim to commission on the purchase of bills
A n:mnced to be illegal by the Advocate General or consent to give Government his
alreadylpm henever called upon at the quoted market rate,and secondly, that the Bank should
T bll; ut”be answerable for every bill it buys for Government. Were these concessions
underta : old of course employ the Bank always, but at present L hold that the relation of the
i SG:) uvernment is simply one of optional agency as far as bill purchasing is concerned, and
gitl;: (:heolacter cannot force the former to get bills always at stated rates, neither can the former

3 Jatter to enter the market only by proxy. 3 : ) s
Avtigh {h» in conclusion respectfully solicit the attention of His Excellency in Council

: i i
12f. crI :Vh:: ‘t)l?cl:ycourse I have pursued and am advocating is not one which I am interested
to the a] s seeing enforced. Had I consulted my own convenience it would have been infinitely
personally 1:“ havebplaced the purchase of bills in the Bank Secretary’s hands, for I should have |
preferable 0d self the trouble of writing numerous letters, &e., but I consider it my duty on all
tberePy save tmIZe the course which seems to me best calculated to advance the interests of
occaslm:e;‘: a‘; d 1 therefore confidently hope that my motives will be appreciated, and that I
312;1352 s.um;o"“’d aguipstithe atissk now mads npesme
p. S.—The letter from the Bank is returned.

more speed

e

A.
JOHN McIVER, Esq., Secretary and Treasurer Bank of Madras; to R. W, LODWICK,
Esq., Acting Deputy Auditor and Accountant General, dated Madras, 18th September

1863. _ 4
I am williig, though we have ample funds there at present, to take your bill on Cochin for
2 lacs at } per cent. premium in exchange for a bill of similar amount by the Bank on Bombay

at 15 days’ sight at par.

From

(True Copy.)
(Signed) R. W.LODWICK,

Aciing Deputy Auditor and Accountant General,
B
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From JOHN McIVER, Esq., Secretary and Treasurer Bank of Madras; to R. W. LODWICK,

Esq., Acting Deputy Auditor and Accountant General, dated Madras, 19th September
186G3.

From the Deputy Auditor and Accountant General, Bombay ; to Deputy Auditor and Account-
ant General, Madras, received 16th October 1363.

Durricate.— We never employ Bombay Bank to purchase bills in market, 14-12-18.

I think a large amount like 2 lacs should be given on better terms than a small amount, as
such an amount can be sent by escort to Cochin for 1 per cent. Sight bills on Bombay are

quotedat { premium. I can only give you } per cent. commission for your bill in lieu of our’s on
Bombay at 30 days' sight at par,

G.

From W. TAYLOR, Esq., for Manager; to R. W. LODWICK, Esq., Acting Deputy Auditor

and Accountant General, Madras, dated 3rd October 1863, No. 2,028.
(True Copy.) )

(Signed) R. W.LODWICK,

I can draw for you on Bombay for one lac at 81 days’ sight at 3 Annas per cent. dis-
Acting Deputy Auditor and Accountant General.

counf, conditionally, on another lac at 60 days’ sight being takenat 7 Annas per cent. discount,
say 2 lacs in all.

—_—

C. No. 363.

Extract of a letter from the Acting Deputy Auditor and Accountant General, to the Secretary to

To the Manager Agra and United Service Bank, Limited, Madras.
the Government of India, Financial Department, No. 208, dated 17th August 186G3.

: T cannot accept your terms.
Paragraph 2.  Having succeeded in disposing of 2 lacs of Rupees which were at Travan-

core by bringing them to Cochin, and having made arrangements for the despatch to the same place
of 6 lacs which were at South Canara, I hope to be able to send a considerable remittance to
Bombay in excess of the 82 lacs already forwarded. The amount of this further remittance isat
present uncertain, but should I suceeed, as I hope in bringing the 6 lacs from Cochin to the Pre-
sidency by bills, I may be able to send as much as 18 lacs within the next three months.

I do not wish to take any more bills at 60 days' sight, but I am willing to give you 2 lacs
at 30 days’ sight at 4 Annas discount.

H;
My DeAr SiIR,

You will recollect that at a Bank Meeting some time ago it was asserted that the Bank
when purchasing bills for Government did not, unless it endorsed the bills, necessarily make
itself answerable for the bills bought, and that I demurred to this; but was informed that such
was the rule in respect to Agents and their employers. May I request the favor of your inform-
ing me exactly how the rule stands, and of your giving me to know whether my recollection of
the conversation asabove stated is substantially correct.

—

D.

From JOHN MclIVER, Esq.,
Esq., Acting
1863.

s SZC";_“‘"Y and Treasurer Bank of Madras; to R, W. LODWICK,
puy Aucior and Accountant General, dated Madras, 7th September

(Signed) R. W. LODWICK.
(True Copy.)

(Signed) R. W.LODWICE,
Mapras, 21st October 1863. Acting Deputy Auditor and Accountant General.

demand. you have alac of the Bank's bills at par oD

v (Trua COP)‘.)

(Signed) R, W. LODWICK,
e 4g. Dy. Audr, and dcet. Generol.

E.

T
From E. H. LUSHINGTON, Esq., Secreta
Auditor and Accountant General, Fo

1863, No. 3,160,

Ty to the Govy

ot Saint Soia. ernment of India; to the Deputy

From JOHN McIVER, Esq., Secretary and Treasury Bank of Madras; to R. W. LODWICK,
» dated Fort William, the 16th July

Esq., Acting Deputy Auditor and Accountant General, dated Madras, 21st October

1863, No. ;%'%s:.
Fipancial Dopartment.

I am directed to acknowledge the receipt of your lett

Your recollection of the conversation at the Board Meeting in regard to the non-responsi-
inform you that your proceedings, as therein reported

bility of the Bank for bills purchased on account of constituents, and not endprsed'b y the Bank
is quite correct,

er of the 24th ultimo, No. 1,009, and to
» @re approved, )

2. You will continue to buy as many bills on Bombay fwiel: At :
able for remittance to the Treasury at that place) as can be ;m(c':::‘:‘“l:l:tlumnt of the sum avail-
at which Mr. Birch may at the time be drawing upon Madras. Yy Wille: lla.fu';:ubleas those
cert with that Officer, and will take care to purchase none but bills of undo:b:d‘ .:c‘::i:;“ &

(True Copy.)

(Signed) R. W.LODWICK,
Actg. Deputy Auditor and decountant General.
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