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Proceedings of the Madras Government, Financial Department,
10tk February 1868,

No. 27. Read the following letter from the Secretary and Treasurer, Bank of Madras, to
the Chief Secretary to Government, Fort Saint George ; dated Madras, 20th January
1864, No. 50-141.

1 have the honor to acknowledge receipt of Proceedings of the Madras Government, Financial
Department, No. 576, dated 21st December 1867, containing an implied direction for the encash-
ment of Currency Notes at the Branches of the Bank at par, to the full extent of the Government
balaneces at such Branches, and a positive order for the Bank to refuse all Notes in excess of such
balances if they cannot conveniently be cashed at par.

9. I am desired by the Directors, in reply, to point out that these ordersare directly at
variance with the terms of the Bank's agreement with Government, which declares, the ** Bank
¢+ shall be at liberty to employ for its own benefit and profit the whole of the balances, however
““ Jarge, for the time being appearing in the accounts of the said several Branch Banks which are
¢« now or hereafter may be established as Government balances.”

3. The balances kept by Government at the Tuticorin, Cochin, and Ootacamund Branches
are very inconsiderable, while the demand for silver at these places is very great indeced. No
obstm:]-cs are placed in the way of cashing Currency Notes to travellers, but the order is apt to
mislead the ‘commercial public into the belief (or legitimate inference) that remittances for the
purchase of cotton, oil, coffee, &c., may be made from Madras in Carrency Notes convertible into
silver without loss. To the three stations named—all very distant from Madras—the Bank has
constantly to transmit very large sums in silver at considerable expense and risk, and the effect of
this orde;‘ would in all likelihood be greatly to diminish, if not altogether to annihilate, the
profits of the Branches, and might lead to their ultimate withdrawal.

4. The Directors would draw the attention of Government to the provision of the Currency
Act under which the Notes of one Circle are not payable beyond the limits of that Circle, except
at the chief office in Madras.

5. Iam also desired to remark that the instructions to refuse payment of all excess Notes,
referring the holders to the Office of the Circle of Issue, would in all probability only have the effect
of sending such holders to Native money dealers, thus interfering with the ordinary business of
the Branches. :

6. The Directors have every desire to promote the free circulation of Currency Notes, but
they would earnestly recommend to the Government of India a modification of this Order,

No. 28 To the Secretary to the Government of India, Financial Department, dated Fort Saint
George, 10th February 1868, No. 68.

Adverting to your letter, dated the 30th November last, No. 2807, intimating that the author-
ization of this Government to the Branch Banks at Tuticorin, Cochin, and Ootacamund, to charge
diseount for cashing Currency Notes when the Government funds in their possession are not suffi-
cient for the purpose, was considered by the Governor General in Council to be objectionable, and
requesting that the Branch Banks might be informed that when the sum of Currency Notes
presented to them for encashment exceeds the amount of the Government funds in their possession,
and the excess Notes cannot be conveniently cashed at par, they must be refused, and the holders
referred to the Office of the Cirele of Issue, I am directed by the Governor in Council to state that
a copy of the letter was communicated to the Directors of the Bank of Madras, and they were
requested to issue the necessary instructions to the Branch Banks specified.’

9, I am now tc submit, for the consideration of the Governor General in Council, a copy of a
letter from the Secretary and Treasurer of the Bank, dated 20th ultimo, No. 50-141, pointing out
that the orders of the Government of India are directly at variance with the terms of the Bank’s agree-

ment* with Government which prescribes, that
» Enclosed. “ the Bank shall be at liberty to employ for its
Section 13, “ own benefit and profit the whole of the balances,
“ however large, for the time being appearing in
¢ the accounts which are now, or hereafter may be established as Government balances.”
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S ecretary and Treasurer shows that the Government balances in (he Branch Banks
y &t‘l’uﬁmrm( Mhiqémmdm small, while the demand for silver is very great, and he
urges that the effect of the orders of the Government of India would be to diminish the profits of
the Branch Banks, and probably lead to their being ultimately closed. The Directors, the Secre-
tary adds, have every desiro to promote the free circulation of Currency Notes, but they would
“earnestly recommend a modification of the orders of the Government of India, ~

© (Signed) R.S.ELLIS,
-."-‘.'jl -j , 3 mw &cn‘am.
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The Secretary to the Gove“mm‘lent‘
4 of India,
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