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Proceedings of the Madras Government, Financial Department,
27th November 1875.
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Civil Fund.

No. 227. Read the following letter from R. B. CHAPMAN, Esq., Secretary
to the Government of India, Financial Department, to the Heon.
D. F. CARMICHAEL, Officiating Chief Secretary to Government, Fort
St. George, dated Simla, 28th October 1879, No. 4281 :—

Referring to your letter, No. 1534, dated 24th July 1875, I am directed by
the Honorable the President in Council to forward, for the information of the
Government of Madras, and for communication to the Trustees of the Madras
Civil Fund, eopy of a despatch, No. 387, dated this day, addressed by the
Government of India to the Secretary of State, upon the subject of the financial
condition of the Madras Civil Fund.

9. Tt will be seen from this document that, in the judgment of the Govern-
ment of India, immediate and decided measures are necessary to redress, so far
as is now thought expedient, the loss entailed upon the public revenues by the
errors in the past management of the Madras Civil Fund.

3 The Government of India have cordially acknowledged that the manage-
ment of the Madras Fund has been conducted with strictly honorable intentions
on the part of the Trustees and of the members of the Madras Civil Service.
The errors which have led to the excessive demands upon the public revenues,
which it is now necessary to rectify, ere to be attributed only to misunderstand-
ing in times past, on the part as well of the Government and the Audit Officers
as of the Madras Service, of the principles upon which an institution so complex
as the Madras Civil Fund ought to be managed.

4. The Government of India confidently hope that the absolute necessity
of the measures which have now been recommended to the Secretary of State
will be recognized by the Government of Madras and the members of the Madras
Civil Service. Although the Government of India freely admit the responsibility
of the Government and of the Audit Officers for the absence of any check upon
the erroneous and excessive demands made upon the public treasury from past
misapprehension, yet the Government of Madras and the Trustees will, doubtless,
in accordance with the principles which have ever characterized the management
of the Madras Fund, agree with the Government of India in the opinio. that
the primary responsibility lay upon the Madras Service to adopt a system of
management which should cause no greater claims upon the Government than
were just and equitable ; and that, now that it is ascertained that the actual
principles of management, though observed in good faith at the time, have caused
an accumulation of capital at the cost of the revenues of India altogether in
excess of the objects for which the aid of the State has been conceded, it behoves
the Service to co-operate frankly with the Government in effecting such a rectifi-
cation of the relations between the Government and the Madras Civil Fund as is

required in justice to the Imperial revenues.
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Proceedings of the Madras Government, Financial Department,
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5. Between 1800 and 1814 one of the objects of the Fund was to provide annuities for
retired members as well as pensions for the families of deceased members ; but in 1814 separate
provision was made for the annuities of retired members, and the Fund resumed, from the year
1814, the character, which it has ever since maintained, of a Mutual Insurance Fund for the
benefit of the widows and fatherless children of the members of the Madras Civil Service. The
Fund constituted in 1814 made no provision for the daughters of deceased members after the
age of 19, In 1830, after prolonged and cautious discussions, a subsidiary Fund was created to
supply this deficiency : this subsidiary Fund was amalgamated with the main Fund on the 1st May

1863.

6. The members of the Madras Service became very early uneasy under the restriction by
which the pensions given from the Fund to the widow and childreu of a subsoriber were reduced
by the income which they possessed on the subscriber’s death. In 1830 a ** Widows’ New Fund
was formed by additional subscriptions with the object of removing this obnoxious and impolitie
limitation ; but this Fund was wound up in 1842 upon the reiterated refusal of the Court of
Directors to grant to it the privileges as to interest and exchange which the original Fund had
then for some time enjoyed. The episode hasan important bearing upon the history of the policy
of the Government in regard to all three Funds; and the despatch, No. 4,* dated 19th March
1839, deserves for this reason particular attention. .

7. 'The property restriction was not removed from the Rules of the Madras Fund until
1863, when the subsidiary Fund for daughters was amalgamated with the main Fund, and the
whole was reconstituted on the basis of a Mutual Insurance Fund with no reference to the income
of the beneficiaries ; the scale of pensions was also, in some respeets, enchanced.

8. The financial condition of the Fund, en its reconstitution, isfully set forth in the VIIith
Article of the Examination. Mr. Westland considers, and we see no reason to doubt the correct-
ness of his conclusion, that, if the whole liabilities]of the reconstituted Fund had been charged to
the 8 Per Cent. Fund,'there would still have been on the 1st May 1863 a surplus in the Fund
of 1o less than Rupees 24,839,181, —sufficient to provide an increase of more than 60 per eent. to
all incumbent and contingent pensions payable, or to be paid, from the Fund ; and Mr. Stokes'
calculations, although they may require some revision, show substantially the same result.

9. TIn this calculation and the other like caleulations contained in the Examination it is
assumed that the privileged rates of interest and exchange granted to the Madras Civil Fund are
applicable to certain definite assets and consequently that the proper method of bringing the
assets and liabilities of the privileged branch of the Fund into equilibrium would have been to
adjust the liabilities to the assets and not the assets to the liabilities.

10. ‘This conclusion follows logically from the premise. Your Lordship has, however, in
your despatch, No. 854, dated 2nd July 1874, upon the condition of the Provident Branch of the
Bombay Civil Fund, adopted the converse method of adjustment consistently advocated by the
Actuary, the late Mr. Samuel Brown; and we apprehend that we may now consider it finally
decided that the privileges granted to the several Civil Funds are to be measured, not by the
assets, but by the liabilities, of the Funds as originally restricted, and that equilibrium is to be
attained by adjusting, not the liabilities to the assets, but the assets to the liabilities.

11. Her Majesty's Government has full power to withdraw or modify the privileges which
the Civil Funds enjoy, and it rests with it alone to interpret the concessions which have, from
time to time, been made to these bodies. The decision that the privileges attach to the Habilities
and not to the asséts of the Funds seems to us to be just and reasonable in itself and in full
accordance with the consistent policy of the Government in times past. Its adoption makes it
needless for us to invite atbention to many of the calculations made in the Examination, and in
particular materially modifies the results to be deduced from the several valuations contained in

this document.

® i s prinked at pago 4 of tho Report by tho Trustees, dated 13th February 1875.
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12. In his Report upon the Bombay Civil Fund, dated April 1874, Mr. Samuel Brown
advised the admission to privileges of one-half of the whole liabilities of this Fund. His calcula-
tions were, however, founded upon data gathered principally from the experience of the Madras
Civil Fund, which Mr. Stokes, in his memorandum, dated 9th March 1874, has with remarkable
industry and skill shown to be incomplete and inaccurate. In paragraph 87 of his Report to the
Trustees, dated 22nd December 1874, Mr. Brown has provisionally, and with some reserve
accepted as likely Mr. Stokes’ conclusion that the privileges may properly be conceded to 60 pe;
cent. of the New Rule liabilities ; in other words, that it may be assumed that only two-fifths of
the unrestricted benefits are in excess of the original scale to which alone the privileges belong.

In our despatch; No. 865, dated 7th October 1875, we have provisionally acquiesced  this
proportion in the case of the Bombay Fund, and we shall in the present despatch provisionally,
and subject to your Lordship’s approval, adopt the same proportion in respect to the Madras
Fund.

13. 'This proportion does not affect the liabilities on account of those pensions which are still
regulated by the old Rules, the whole of which are legitimately entitled to all the privileges
conceded by the Government to the original Fund so long as such privileges are continued

14, Like the Bombay Service, the Madras Service has appropriated hitherto the benefit of
donation exchange upon its unprivileged Funds. We have earnestly contended in our dese t l(:
No. 365, dated 7th October 1875, upon the Bombay Fund that the unprivileged Funds a_:):. c ;
entitled to donation exchange, which rests upon precisely the same foundation as donation intern:
The donation exchange and donation interest were granted for the same purpose and to the s:[: 2
Funds, and there seem to us no grounds whatever for allowing donation exchange to Funds n :
entitled to donation interest. Mr. Brown derives an argument in favor of the grant of den t-o
exchange to the unprivileged portions of the other two Funds from the terms of the Secre\;a,"- 101;
State’s despateh, No. 193, dated 25th November 1862. We have already said that we can :ll;o:v
no weight whatever to Mr. Brown's argument ; but it may be well, nevertheless, to remark that
the reconstitution of the Madras Fund took place in 1863, after the date of this despatch, so that
no reasoning based upon this despateh can, in any case, be used in support of donation e,xcbange
on the unprivileged liabilities of the Madras Fund, which date from the reconstitution of the
Fund., Donation exchange on the unprivileged Funds was doubtless usurped by the Trustees
under a misconception, and their usurpation was allowed to pass unchallenged by oversight
We carnestly hope that Her Majesty’s Government will not hesitate now to disallow it with e ffec;
from such date as may be thought expedient. We shall in this despatch assume that our opinion
upon this point is accepted.

15. According to Appendix G to the Examination, the value of the actual assets of %
Madras Civil Fund bearing 8 per cent. on the 1st May 1863, when the new constitution - o
introduced, was Rupees 62,86,378 and the value of the actual liabilities Rupees 38 47 247 as
which Rupees 15,78,458 represented the liabilities under the 01d Raules in respect to the ’Wh l’ of
which the Madras Service was entitled to the privileges conceded by the Government gq : e of
such privileges should continue, and Rupees 22,68, 789, the liabilities under the Neyw Ruleg a.s
respect to only 60 per cent. of which the Service was entitled to privileges, The algs .of :;1 in
latter liabilities in money accumulating at 4 per cent. interest was, upon the assumptiop that 3 cse
tion exchange applied to them, Rupees 45,45,383. ona-

16. But, aswe have decided, subject to your Lordship’s concurrence, that the oL
Funds are not entitled to donation exchange, we must modify this value by the use of
of exchange as may be reasonably estimated to be a permanent average market-rate W
think that we can estimate this rate at more than ls. 93d. the rupes. At this e t'h e dt-) not
to be used for the reduction of sterling money to rupees will be increased from 9‘064f multipliep
and the total value of the liabilities under the new rules raised from Rupees 45 45 e to 11-2744

L

56,27,449. to Rupees

privileged
Bﬂch a rate

e
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17. Using these figures and 60 per cent. as the proportion of the liabilities under the New
Rules to be admitted to privileges, the valuation of the assets and liabilities of the Fund on the

1st May 1863 is as follows :—
Valuation on 1st May 1863.

8 per cent. 4 per cent.
! RS, RS.
O dalar, GERIUENE o, S s e e Y s S T Nil.*
R 7 e ki e e NGRS - 22,50,980

SwrpliS .o wee dne e oenw b D sts s 33,46,647 Deficit ... 22,50,980
Deduct 4 per cent. defieit ... .o oo eee 22,50,980
Net surplus ... 10,95,667

-

18. Using the same factors for the proportion of the unrestricted benefits entitled to
privileges and for the rate of exchange on the remittance of unprivileged Funds, the valuation on
the 1st April 1868 given in Appendix H to the Examination becomes as follows :—

Valuation on 1st April 1868,

8 per cent. 4 per cent.

RS8. RS,

Mo s Tt P e T e e S L | R NG Nil.*
L R e e L L 30,99,714

BUIDINE vve  vi Wds awh Cwmt | gwed ew wants add 46,38,5634 30,99,714
Deduct 4 per cent. deficit ... . o e e 30,99,714 -

Net surplus ... 15,388,820

19. It may be convenient to know the state of the Madras Fund on the 1st April 1869, the
date from which it is proposed that the readjustment of the accounts between the Government and
the Bombay Fund shall take effect. We cannot, at this moment, obtain the materials for an exact
valuation of the Madras Fund on the 1st April 1869, but the following estimate will be enough
for our present purpose. It is constructed with the same factors as the valuations hereinbefore
given for the valuations of the 1st May 1863 and 1st April 1868 :—

Valuation on lst April 1869 (by estimate). (See Enclosure No. 6.)

8 per cent. 4 per cent.
RS. RS.
R T e e e il s ano b wan 83,99,700 Nil.

Tiabiie s e et ket e e aer84,90,500 © . 82,69,500

\ PRI B | Y i 32,69,500
o ase e Oy 00,500

Snrblus
Deduct 4 per cent. deficit

Nok burpls, se sui) uie vee) men cas care wae 17,00,700

20, 1f an Insurance Fund is found, upon a valuation, in equilibrium, any divergence
from equilibrium discovered upon a later valuation must, as ably explained by Mr. Westland in
his ¢ Examination of the Bengal Fund,” be due either to some intermediate change in the
constizution of the Fund, or of the elements of the calculations, or to variations of the intermediate
facts srom the theoretical estimates thereof made upon the earlier valuation, Such variations of
the facts from the estimates must inevifably occur however skilfully and carefully the estimates
may made ; and, as explained by Mr. Westland, the constant accretion of mew subscribers to all
these Funds, and the constant decrease of the Old Rule liabilities in the Madras and Bombay
Funds, must cause valuations of the assets and liabilities of these Funds made on different dates
to bring out within certain moderate limits different results. Even, therefore, if an earlier
valuation shows equilibrium, considerable divergence therefrom must be expected in a later
valuation.

® We roserve for subsequent remark the additional oontributions raised by the Madras Service ; the valuations i
the best slate the surplus and deficit a8 they would have stood had there been no such assets, ! eyt
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~ But ifan ea.rlier valuation shows the F
- f ! 0 > Fund to be out of equilibri
;:iﬁﬁe;glatilﬁf taken to rectify this condition of things, theegi?:gf rium, and steps have not been
y (the same conditions continuing) be found, upon a later \g:lx:l(’:‘i,o:mtm bzqmlibri“m i
> to be aggravated.

21. Other special reasons are gi '

IR ¢ given at para;

Examination why the valuation made of the ﬁadxﬁt?p[‘?in??n ?8232 and 282 to 286 of the
same result as that made in 1863. should not show quite the

22, We do not think it necessary to remark, i :
iv!!:nt?t.lons in the results of the sx_e\feral va?uations of th,e ﬁag:::t]?‘:n%etﬁki:l}’ o t}?e Sanaes of the
Mr Vlé’istl es%afch[ihbu% we subjoin some detailed calenlations for "which ':: aave. hhteasiet
& t';he > :It‘h;;t ; e chief part_of the improvement manifested upon the successi n; indebted to
t arge assets which, in all these valuations, are treated as enti ve valuations is due
of interest or exchange, have, in fact, continued, from year to year, to ca ét;txstlllztlll ;)r':?lprwﬂeg“
ivileges.

93. 1In short, these valuations show what the claims

ment such as is proposed to be made of the accounts betv;fer? (;E:ra?:nt wou'd'be if an adjust-
Funds were made at each date. The earlier the date at which such a errcllxpent and. the Bombay
larger, obvxou_sly, must be the present claims of the Government u nntz e tment is mode, he
the value of its present combined assets must be reduced and th pon the Fund, and the more
increased. at of its 4 per cent. liabilities

924. We do not doubt that the valuations which w

TR, ¢h .
correct for our present purpose. They show, irrespecﬁ:ev]e %%strﬁcted yield results sufficiently
surplus on each date as follows :— ¥ of the four per cent. assets, a net

On Yot May 18080 o e RS.
Sy Al 1068 o, i 10,95,667

» 3 1869 (sstimate) 15,38,820
25. According to the method proposed by Mr. Brown in the 316th o
para;

to your Lordship upon the Bombay Fund, dated April 1874, these s graph of his Report

between the 8 Per Cent. and 4 Per Cent. Funds, as follows :— urpluses should be divided
If the adjustment were made from 8 per cent,
4
1st May 1863 6,21.09 - e
) i gt e ik R O5E) ] e
o April 1808 i e e - 98,167 »4,;,13'%%3 10,95,667
A RS P 835,457 %?.gg,ggg

*8 Per Cent. FuND,
i *4 Per Cenr. Fuxp

na,

Sarplus, 1868 ... .. i e I e R G EA G T i

Taterest on. do. till 1868 oo wwo e w e 15’,37:896 K:igmt’ 1863 one o o ek 32.:3'080
r

Interest till 1868

S Total .. 485,84,548 o ave wee e we ae  4,78,365
Loss by bearing 40 per cent, of the distri- Doduct— Total ...
buted 9hn.rges which were agsumed in the ?}:i(:by its not beari 2 Sy
;‘ulndanon to have gone to the 4 Per Cent, " o o dhined ring its share of distri.
un Sk o R G R et e e 08,000 sl e e
Interest on same till 1868 ... m e 4 e L ke i
£
. i Bomainder .. 47,608,043 | Othe ; o Net ... 2690335
D;Eerogcemsmg from other causes .. .. 1:29,509 ne:r ca;?;’b:}:fﬂgm?g:ghz‘;ﬂiﬁi:hf"\ s
¥ s correspondi i out
Surplus of 1868, as by valuation ... .. - 46,838,534 ed in 5:: vzrgxal;?;.?wm boing Tevkan,

P S A R v ¥ ¢ Rookoned,” that is, in the 8
Interest for fOUT YEAYE  w ave v e 3.71,082 :gnt- valostion we have brought on!m [ _ﬂfzg
e new assets and the new liabilities of the .99 %
50,09,616 new members, &c.; but in the 4 Per| - 199,714

A Cent. Fund we neglect the assets and havye

Loss by bearing 40 por cent. of the distri- th h
buted charges which should have gone to e comparative loss.
the other Fund s we s e s e 88,000 Deficit of 1868 ... . .. y
Joterost ON BAMB we ses s win are o 8,500 | Interest for one year ... e 30,90,714
_ e 1,28,990
Romaindor .. 49,18,116 i
Difference due to ofher canges .. s oo »o '61:084 Deduct— m
Surplus of 1869as by estimated valustion Gain by itenlt bearing 40 per cent. £
plus o a8 by a 49,79,200 distributed charges ... of the
i 0 BTSN, | whe o Gou as,mo
__te
Differen
; ce dn? to other canses, xee above 81::1;,95.
Deficit (1869) a8 by estimated valuat; ..._‘51_‘
e s”m ’m
S —

brought on the new liabilities only. Hence e

o
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96. The surplus in the Bombay Fund which Mr. Brown preposed to distribute ﬁpon this
plan was only Rupees 7,64,675; and, as our recommendations in respect to this Fund would, if
adopted, have the effect of converting this surplus into a deficit, it did not appear to us necessary,
in our despateh, No. 365, dated 7th October 1875, to press very decidedly for a reconsideration
of the principle of Mr. Brown's proposal. We contented oursclves, therefore, in this despatch
with deprecating, in general terms, the adoption of Mr. Brown’s proposed method of distribution
and expressing a hope that effect would not in future be given to it.

97. In the present case, however, the surpluses are much larger and the consequence of
the admission of this method of distribution would be so serious that we are constrained to insist
more earnestly upon its rejection as wholly inconsistent with the principle which governs the
definition of the main obligations of the Government to these Funds.

98. This principle we understand to be that the Government shall support with privileges
assets enough to cover certain specific liabilities and no more. These liabilities are the caleus

lated value of certain gpecific benefits which it is not open to the Services to increase without the

definite consent of the Governm

consent. :
1t seems to us to be a mere corollary from this prineiple, nothing more, in short, than its

application to a detail, that no assets found in the privileged Funds in excess of the liabilities,
are entitled to privileges ; and that, from the date on which such excess is found to have existed
the privileges thereon should absolutely cease and dotermine. If this be mot done, if the
privileges are continued to such surplus agsets for a day after they are known to have
existed, then there is, in effect, a departure from the essential principle of the settlement, and
the Government is made to pay contributions which, ez hypothesi, are not required and will not be
used for procuring the benefits which are within its ganction. ;

99. Tf, as, by our calculation, is found to be the case in the Bombay Fund, the deficit of the

unprivileged Fund is found to be greater than the surplus in the privileged Fund, we ghould not

think of proposing that the net deficit should be distributed between the privileged and unprivi-
leged Funds,—the whole would be left in the unprivileged Funds. In like manner we must urge
that it is perfectly clear that no privileges should be allowed to any net surplus.

30. Whatever, therefore, may be the decision of Her Majesty’s Government upon the
proposals which we have to make in this despatch, we earnestly hope that no surplus found upon
any valuation which may be adopted as the basis of adjustment will be allowed to remain part of
the privileged Funds, and that the whole of any surplus that may be admitted may, at least, carry

no privileges from the moment that it is discovered to have existed.
31. We have shown that already, when, on the 1st May 1863, the Madras Civil Fund was
fits unrestricted by the property of the widows and fatherless

reconstituted for the grant of bene
children, the accumulation of assests in the 8 Per Cent. Fund was such that, if the method of

adjustment which has been proposed for the Bombay Civil Fund were adopted with effect from
that date, the assets which would from that date have ceased to carry privileges would alone
have covered all the unprivileged liabilities with a surplus of mo less than Rupees 10,95,667,
enough to have added 19'47 per cent. (about one-fifth) to the New Rule benefits ; that by 1st April
1868 this surplus had grown to Rupees 15,38,820, sufficient to add 19-86 per cent. to the New
Rule benefits ; and that a year later the surplus was Rupees 17,09,700, enough to add 2092 per
cent. to all the New Raule benefits.

39. The causes of this greab accumulation are traced in the examination and in the papers
laid before the Government by the Trustees of the Fund; we need not recapitulate them here.
1t is enough to say that the accumulation is pot the result of any excessive rates of subscription
Jevied from the Madras Service ; for the rates paid by members of the Madras Service even now

are lower than the rates paid by members of either of the other Services, and till 1863 they were

very much less still : nor are the benefits from the Madras Fund inadequate ; they fall but slightly
short of the excessive benefits given from the Bombay Fund, and are much larger than those

given from the Bengal Fund.

ent, and it is not likely that the Government will give any such
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33. The accumulation is to be attribut
of the restrictions which attached to t
other respects, on the part of the Trust
nation of the surplus is that, the privil
& Fund has been formed over and abov
already in 1863 amounted to a large s

to say, doubling itself every nine years, at the expense of Government. The accumulation has
been made, not by the contributions of the members of the Madras Service, but by the credit of
donation interest and donation exchange to which, under the circumstances, the Fund had no
elaim.

ed entirely to the long postponement of the removal
he benefits of the Fund and to habitual overcaution in
ees, in the early days of the Fund. In short, the expla-
eged Funds not having been used up to their full capacity,
e all that was required for meeting pension charges, which

34, To prevent misunderstanding, we interpose the remark that we know that the Trustees
of the Madras Fund did not intentionally do this wrong to the State, and that we have full
confidence that they will be honorably and intelligently ready to acquiesce in any redress which
may seem to Her Majesty’s Governmen

t to be proper.
35. We have hitherto reckoned

the surpluses of the Mady
taking count of the new assets created

as Fund since 1863 without
by the Trustees

» When in 1863 the objects of the Fund

» they were not in 1863
. The Trustees, therefore, levied additional subseriptions

n from the reconstituted Fund ; and, before admitting

ticipate in these additional benefits, they required them to
pay a certain share, eventually settled at two-thirds, of their value.

36. It is to be remembered that retired
by way of subscription, to the Civil Fund, but only some not very heavy donations on marriage
and on the births of their children, and that the members from whom this special contribution wag
exacted had paid, throughout their service, very low rates of subscription. We are not sure that
ultimately, and judged by considerations of

equity as respects the claims of the State, the proceed-
ings of the Trustees in this matter produced such unfair results as Mr, Westland and Mr, Stokes
seem to think.

37. As a mere question of finance, however, and
ing the relations of the Government with the Funds, there can be no question but that it wag
wholly unnecessary for the Madras Service to create in 1

863 additional assets of any kind.
38. The only effect of their creation was to increase the unused surpluses, as follows :—

From To

RS. 8.
On Tae MRS 1868 (L1 5L Sob i o 10,95,667 14,46,186
»» 1st April 1868 T SR e .07 15,88, 890 25,05,709
LA TR B B | TR e 31,09,000
e first of these surpluses includes no part of the lamp payments p i { :
:::a second includes, with interest, Rupees 3,138,220 ; ang Zhe thirdﬁ{uﬁ?ﬂg :t';l(;«-lbme;:lber:‘i
of 1870-71 these payments had amounted with interest ¢, Rupecs 7,81 0&4.» Inc.lngin e :h i
asset, the true surpluses are estimated to have : g this
the 1st April 1868 Rupees 29,02,000, and on the 1

members of the Madras Service contribute nothin g,

apart from considerations of equity affect -

been on the 14 May 1863 Rupees 20,28,000, on

these considerablo surpluses will be further v ory Targe
40. The conclusion is forced upon ug thal no
revenues of the State by the mismanagement of

ly increaged.
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Proceedings of the Madras Government, Financial Department,
o 27th November 1875.

j nt to which we have, not withont some
o iRy 'Fund - thzf :11:: hBogm(l’)iyadFJ::?e The fitness of this so‘lution of .the r')lxio't;:m;:
G tsmpe o ‘9d_m thetcasis of the Bombay Fund lies in the considera’txon that “f wl; faaee
e 3 c"cum? a:iwaubsﬂ;:‘:mtially undisturbed. No addition'mll be r‘eqtglred s
v s il l“mh members of the Bombay Service, and no increase w1l! e a nI); o
o i ‘:he Bombay Fund, which benefits are, at least-, ufﬁ?lent. .].bziu.,m
g o Rt fmm' ionally accepted, the Bombay Fund is left practically in equ; ;ditiou;
i l:m hat,:‘:::sz:';w:or the Service to surrender some part of the excessive
h it may be ne ; ;

:Vh;il;i e et bene'ﬁts. osed by Mr. Brown involved a considerable

i e tt}tm}}co:ﬂbil;gfzd? ::'pa. considerable reduction of t';he contrit:;:u;z:
addition to the benefits fl'(;-m';he eBonﬂ.my Service, we could not have assented. to .1t- -evixlxlev:o ity
| th:‘ me:?:;sw‘)e have contended ; for we can perceive no abstract justice in
modifications for w

. . 5 i

of b 1 ’

by the Government. 2 the principle of
ik lication to the Madras Fund of any compromise f:uni;dt‘;z‘gombayp]g‘und would
i 42, ':'hde ;:',?the adjustment of the accounts of t:hzla1 (J:overm‘:;'nauwfuture subscriptions by the
that propose . onsiderable that, even 1 Lanii - dhin
‘ Fund with a surplus so ¢ ! 1d still remain a large
N Mad;aﬂs ol} the Madras Service were foregone, there wou
existing member

. inerease of benefits. g ler than those
sppiesie b ' ""-‘”e’ tons by the members of the Madras Service are a'heiiy:;n 3f the members
it co;t?lbu;}zr::ba}): Service, which again are much smaller o
of the members of the

v 3 ’ i i]“ n ';lle lua, re ne y T t as those frOm tha

¥ i ¥ the Madras Service,
Madras Fund is the fruig,

nt revenues under
ivi riated from the Governme ; b
i intended privileges approp ‘ B A
s “‘;‘“t:‘he Trustees and the Audit Officers of 4thedGo::z-m oo
g 81;;3'“‘1 a{ising out of the circumstances of such Funds
the intricate problems E o i
4 the contributions
understood. in the case of the Bombay Fund, th.e.statua qluo oéivne s
b ; : iee and of benefits to their fa.mlh.esfro_m thlelllli' i
members of the lI:;l?aﬂofe:;e Madras Service will still en.)oy1 It)nu:iden (i .
s it ir follow-servants in the Bengal Pre ; : s
i l ; i han this, or tha
s contnbu.tlons 4 t'hmf’ou;ds of prescription ot e.qulty, to more : 0? oo gt
i g e “P?ﬂ gould be other than a very liberal settlemen
i W
result of the whole inquiry

e e the retired
consideration of the qovemm:n;o not think that the contributions recovered from
: W
45, In like manner

icted benefits introduced
jon to them of the unrestric
ice upon the extension . t. These gentlemen
members of the Madmgf:;: Government, unreasonable in nature ::har.no:ali B duringg R
in LG8 wete, M T the Fund,—only 2} per cent. of their sal 0 for each
: 11 subseriptions to thing but a donation of £30 for e
bad paid very sma ! ice and thereafter nothing b
: their active servi : ilies appear to us to have been cheaply
gixteen years of ured for their families app ' ot A
—and the benefits sec iection to any concession which it may se
daughter born,—an . o shall offer no objection to any ey ey,
At the same time W . £ these gentlemen or their heirs, or, p
purchased. : b to make in favor of ¥hese d before 1863, Some
to Her Majesty 3 .Govmm:s;able members of the families of oﬁice;s iec::::unt Pk erans
fio. sy obil gurlrlvllini'rii?es (at different dates) of the Madras Fund o
luations of the liabi : No. 8) G 4 5
:r?lrabo found in an appendiz. (Et(;loca:;:tmined to say that, in our Jud'g;ne:t, n::::f:“;:’; d
» le caso we & t would be satisiactory
© 46, Upon the who F ith the Government W : uld
und wit b s Ay : which wo
o R o t;xe M:d:;ﬂ assets over existing liabilities, or, in other words,
‘ of existi
leave any surplus of e
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admit of any reduction of the contributions by

the members of the Madras Civil Service, or any
enhancement of the benefits to their families, fr

om the Fund.
47. The circumstances, therefore, scem to us to eall

the undoubted right which it has all along reserved to itself, of reconsidering the concessions
made, from time to time, to the Madras Fund, Accordingly, we respectfully recommend the
withdrawal of the privileges granted, from time to time, towards meeting the liabilities of the
Madras Civil Fund, from such a date as will leave the whole Fund, at the present date, in
equilibrium only. These privileges were given to enable the Madras Serviee, by certain contri-
butions, to secure certain benefits for their families after their decease. Greatly extended
benefits are now absolutely secure with smaller contributions than were intended, independently
of any assistance from the Government, Such assistance may accordingly now be withheld
without any injustice, or any departure from the original intentions of the Government or the
Service, or from any subsequent pledges given by ‘the Government to the Service. The Madras
Service has, in fact, already received by anticipation the whole of the privileges which the

Government can, by the most liberal interpretation of its proceedings, be held to have intended
to spread over long years. =

for the exercise by the Government of

48. The equilibrium which we desire to produce might be attained by a retrospective
adjustment of the accounts from the period when

the privileges were appropriated to a larger
capital than was required for the subsidized object

8 of the Fund; but, if the recommendation in
the preceding paragraph meets with the approval of Her Majesty’s Government, we shall avoid any
greater reopening of the accounts and any greater retrospective readjustment® than is absolutely

necessary, and the charges erroneously imposed upon the revenues in times past will be, to some
extent, compensated by a corresponding reduction of the charges for donation interest and
donation exchange to the Madras Fund in the future.

49. Meanwhile, if things are left as they are,
to the causes described in this despatch, grow at an
less than four lakhs of Rupees a year.

the surplus assets of this Fund wi
accelerating rate,
The future consoquences of the

11, owing
estimated‘ presently at no

se great accretions to g

case it will be easy hereaftor
the meantime, Imperatively
ise ensue from any further

to restore the donations thus suspended ; Byt it
necessary to prevent the inconvenient resylts
accumulations,

appears to us, in
that must otherw

necessary, amongst other things, to insigt iod $hd viperea) apy |
epption, bn 10172 wie. © 002 T TS SRR i :é;::lg:::.m;:nea:n:m&m in
paragraphs 272 to 277 of the Exs,mm‘atmn_ Mr. Brown's RS e “ s mm
dated 22nd December 1874, have since made it evident e

the meaning attached to it by the Trustfaes and by Mr, West
aware now of the error which they committed.

51. And if, contrary to our decided opinion, any solution of the questions dise & i the

despatch is acopted which leaves a surplus of assets in the Madras Civil Fund, thelmw:hue Y
back to 1871 in order to produce the effect which 4
bably be necessary to go i g1
# It 'WO:l‘d ::: e not made to this extent retrespretive the Madras Fund would be lefi with . mpﬁmlu. <t

if the.a(.hﬂs me ere entirely withdrawn., Some calculations by Mr.. Westland on this point S¢ avizag g ough
all privileges w oncessions made to the members who had retired in 1863, or to the families of member g, nelosyry
Ko. 7). dBut :‘I’g ;oe'l’ onetihe date to which the retrospective adjustment of the aseount need be carpieq dlready
deceased, WO

v

» thag iatg say,
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- .q. il - . }e
i iven to the adjustment of “accounts, on the principle
—1st, that retrospective effect be given
reeom!zef’dth: ?:;se of the Bombay Fund, at least to the 1st May 1863 ; and 2m?ly, jchat th; sul;‘p};:
A uch as possible, by the refund of some portion of the contnbt.xt.xons ta enﬁtr e
:lj red:;l' Ce‘;-x::n'ﬁm'.s in 1863, and, perhaps, also, by the concession of some additional benefits
e retire , and,
the families of members deceased before that date.

: 3 ini weeen themselves and the Government, neither

b .We g :;de:(:lt’irﬁlozi]er;%t:: a:f" ;;61;@2":% any equitable elaim to a reconsideration of
o n"f' i . But the case is different as between them and th_e present mem.bers of
e present.P?Slf»lO“: . for the additional contributions levied from the retn:ed members, in fact,
the Madras Civil §erﬂfe : those imposed by the members then in active service u?on ‘themselve:
kg .excecded il l;: therefore (which we earnestly deprecate), Her Majesty's (xove;;m;en
i 'successorls. e’m surplug funds to be distributed among the members of the a‘ lx;a.s
i thl'nk Ly h?a;{etha: equity would require the condition that a large part of the contribu-
e Sc""“ce» ks :;hmretired members should be restored to them b‘efore such surplus was appro-
tio.n: ?:fg:;ogrthzr advantages to their successors in the Service in general,
priate

ill have
53. We observe that the surplus of Rupees 20,28,000 on the 1st of May 1863 wi

g L 1 a 2 £} 2

N f all present
bout 30 to 35 per cent.on all the existing benefits under the New Rules of all p

to abou

f the Madrag Fund. e
e 0W have communicated a copy of this despatch to the Government Ef fiz;,lch:zde:tand
i s i ef the Trustees of the Madras Civil Fund (see Enclose'&re No. 9), who ey
mf""m’;tm‘(;o ament is not pledged to continue to hold their Funds perma
that the Gover

4 per cent. interest.
Schedule of documents forwarded with this despalch. L e
(1) Examination of the Madras Civil Fund, with postscript and appendices,
.) Exam

1 8 ; 4 . ;

April 1875, wi nelosures. i
ki VR i ial Department of the Governmen
Westland, Financial Dep
vV by Mr. James Westland,
(3.) Note thereon

India, dated May 1875.
(4.) Reply to the
June 1875. :
(5.) Rejoinder by the Chi
July 1875.
(6.) Estimated valuation of the assets

i . . b
i 1869;;;{}‘ t of withdrawal of privileges from the Madras Civil Fund. Memorandum by
(7.) Effec

d

5 16th
Chicf Secretary to the Government of Madras, No. 1330, dated
of Sceretary to the Government of Madras, No. 1534, dated 24th

and liabilities of the Madras Civil Fund on the lst

5th October 1875.

9.) Lettert . :
Octoﬁmr 1875, forwarding copy of this despateh

th
“the Chicf Secretary to the Government of Madras, No. 4281, dated 28
0

tocether with copy of the despateh, No. 387, dated
o

Copy of the above letter, ferance is herein made, forwarded to the Accountant-

hich re
th October 1875, to W i ! .
éscxzeral, Madras, for information and guidance






No. 4281.
GOVERNMENT OF INDIA.

FINANCIAL DEPARTMENT.
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Hewdy | S & = = , THE CHIEF SECRETARY TO THE GOVERNMENT OF MADRAS.
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SESE ~3 s? : § 8 : 80-‘ SmvrA, THE 28TH OCTOBER 1875.
S 2
ot E g -~ w2 - -3 Sir,
Es 8o o = =8 — Ot .
~EBS '2 = s Referring to your letter No. 1534, dated 24th J uly 1875, I am
i é ;gg 8 7 - directed by the Hon’ble the President in Couneil to forward, for the informa-
EE®sS § ) =z tion of the Government of Madras, and for communication to the Trustees of
3 Eg_ & e - < the Madras Civil Fund, copy of a despateh, No. 387, dated this day, addressed
TR i : & N by the Government of India to the Secretary of State, upon the subject of the
i g : financial condition of the Madras Civil Fuud. :
it v 3 2. It will be geen from this doeument that, in the judgment of the Gov.
B ernment of India, immediate and decided measures are necessary to redress,
so far as is now thought expedient, the loss entailed upon the public revenues

by the errors in the past management of the Madras Civil Fund.

3. The Government of India have cordially acknowledged that the
management of the Madras Fund has been conducted with strictly honorable
intentions on the part of the Trustees, and of the members of the Madras Civil
Service. The errors which have led to the excessive demands upon the public
revenues, which it is now necessary to rectify, are to be attributed only to mis-
understanding in times past, on the partas well of the Government and the
Audit Officers as of the Madras Service, of the principles upon which an in-
1 stitution so complex as the Madras Civil Fund ought to be managed,

4. The Government of India confidently hope that the absolute necessity
of the measures which have now been recommended to the Secretary of State
will be recognised by the Government of Madras and the members of the
Madras Civil Service. Although the Government of India freely admit the
responsibility of the Government and of the Audit Officers for the absence
. of any check upon the erroneous and excessive demands made upon the
f public treasury from past misapprehension, yet the Government of Madras
' and the Trustees will, doubtless, in accordance with the principles which have
ever characterised the management of the Madras Fund, agree with the Goy-
ernment of India in the opinion, that the primary responsibility lay upon the
Madras Service to adopt a system of management which should eause no greater
claims upon the Government than were just and equitable; and that now that
it is ascertained that the actual principles of management, though observed in
good faith at the time, have caused an accumulation of capital at the cost of
the revenues of India altogether in excess of the objects for which the aid of
the State has been conceded, it behoves the Service to co-operate frankly with
the Government in effecting such a rectification of the relations between the
Government and " the Madras Civil Fund as is required in justice to the

Imperial revenues.

"
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No. 887 or 1875.
GOVERNMENT OF INDIA.

FINANCIAL DEPARTMENT.

PENSIONS AND GRATUITIES.

Iy

To

Tag Mosr Hox'sie THE MARQUIS OF SALISBURY,
Her Majesty’s Secretary of Slate Jor India.

S1MLA, THE 281H OCTOBER 1875.

My Lorp MARQUIS,

: Ix continuation of our despateh No. 365, dated 7th October
1875, we have the honor to forward, for the consideration of Hel: Majesty’s
Government, the papers entered in the annexed Schedule, relating to the

financial condition of the Madras Civil Fund.
9. These documents contain two interesting histories of this the earliest of

the Tndian Oivil Service Funds, one compiled by Mr. Westland, the author of the
ich we shall, hereinafter, refer as

Examination of the Madras Civil Fund, to whic
the « Examination,” and another presented by the Trustees of the Fund,

on the 18th February last, to the Madras Oivil Service. Annexed to the Trustees’
Report are some valuable Memoranda by Mr. H. E. Stokes, Secretary to the
gﬂng, and a Report thereon by the late Mr. Samuel Brown, Actuary to the
Fund.
‘3. The facts elicited by the elaborate investigations to which the Madras
Civil Fund has been, thus, subjected, are of grave importance, and derz}and the
early attention of Her Majesty’s Government. The task of dealing with them
will” be facilitated by the intelligent and highly honourable spirit in which the
Trustees, supported almost unanimously by the Madras Civil Service, have
approached the matter ; happily, there are no substantial differences of opinion
as to the facts; what there are can be, for the most part, readily explained,
and are such as must be expected, inevitably, to occur, when complex facts and
problems are handled by different investigators. 'When once the principle is
determined, upon which the Government will deal with the questions now
awaiting decision, we anticipate no difficulty inits practical application.

4. Like the other Funds of the Covenanted Civil Services, the Madras
Fund was originally a charitable, and not a provident, institution.
«The Fund was first established in 1787, and intended by its founders, in view of the

frequent appeals which were made to the generosity of the Service on behalf of distressed
members and their families, rather to systematise and regulate charity than to organise an

Insurance Society.”’*

To this object the Court of Directors subseribed, yearly, at first, Rs. 1,750, and

from Sth July 1799, Rs. 12,950 ; and they, afterwards, granted privileges to the
Fund in the form of high interest and favourable exchange.

# Tyustees’ Report to Madras Service, dated 18th February 1875, paragraph 3,

o~



» 38 well as pensions for the families of deceased
» Separate provision was made for the annuities of retired

: : ¢ members of the Madras Civil Service.
he Fund constituted In 1814, made no provision for the daughters of deceased
members after the ageof 19. In 1830, after prolonged and eautioys discussions,
a subsidiary fund wag created to supply this deficiency : this subsidiary Fund
Was amalgamated with the main Fund on the 1st May 1863.

6. Thp members of the Madras Service became, very early, uneasy under
the restriction by which the pensions given from the Fund to the widow and
children of g subseriber were reduced by the income Which they possessed on

the subscriber’s death. Inp 1830, a “Widows’ New Fung » was formed by

a.d.dit@on_al s_ubscriptions, with the object of removing this obnoxious and impo-
litic limitation ; but this Fund was ‘wounq up in 1842, upon the reiterated
refusal of the Court of Directors to grant to i i

] 1t the privileges as to interest
and exchange, which the original Fung had, then, foy

: : ! " Some time, enjoyed.
The episode has an Important bearing upon the history of the policy of the
Government in regard to all three Funds; ang the d

espatch, No. 4,* dated
19th March 1839, deserves, for this reéason, particular a,ttI:antion,

8. The financial condition of the Fund, on its ituts :
forth in the VIIIty Article of the Examination, Mr.reczgtzslgrtllcllmggﬁ lisdfu{ly se(f
We see no reason to doubt the correctness of hjg conclusion ths ter_sf,‘ aﬁ
whole liabilities of the reconstituted Fund haq arged t t’ at, if the
Fund, there would, still, have been, op the 1st M, Sea . the 8 per cent,
Fund of no less than Rs. 24,39,131,— il ai-d
than 60 Jper cent. to all incumbent contingent es;;;ncrease R
fo be paid, from the Fund; anq Mr. Stokeg’ oalculatioxlx)s altlll1 o e e
require some revision, shew, substantially, the same yog i ough they may

9. In this caleulation, apq the

e other jj : : .
Examination, it is assumed that, (e privile;;dllxietecsalg}zl?nt;z?:stt:ont:gned in the
granted to the l\lfa;ix ils Civil Fung, gy applicable ¢, certain deﬁnii:m excban%e
oonsequently,  tha b '© proper metjoq Ol bringing the asset del?ss?t's" gk
the privileged branch of t}e Fund jpt, equilibribum would L S and liabilitieg of
the liabilities to the assets, anq not » wvould have heep

: the assets to tho Tiahijgi. 0 adjust
10.  This conclusion followsg

: logi ;
has, however, in your despatcy, No. 3§ 1?aégy1:ef1r()213dt}.}e 1p T
morhod of adjustment s 1%k of the Bombay Giyij g o UP
method of adjustmen CoDnsistently advocated by the A, obin tf}llpted the converse
Brown.;.and we a]zp(xiehend that we may now considey ﬁ’ﬂ elate Mx:. Samuel
the privileges grante to the severq) Civil Fungs are to nally decideq that
the assets, but by the liabilities, of the Fundg g oriﬂin:H Feei 4
equilibrium is to be attaineq by adjusting not the liagilitieg 1;;?,Sf«tl‘lllcted, and that
e
11. Her Majesty’s Government has fy))
the privileges Wl.lich the Civi] Funds enjoy ; an(Il) (;zvfg tt : ~1th_draw or modify
pret the concessions which have, from time ¢, time Sts with it alo
The decision that the privileges attach to g, liabilitie € 0 thege bodies,
‘of the Funds, seems to us to be just anq Teasonaple in i’t ai]fd 1ot to
ance with the consistent policy of the Gove Dment iy, ¢ Self, ang j full acoorq.
makes it needless for IlSdtO invite attentioy 1 times Past,
i Examination, and, in particular, : y
gg;&sedirom the several valuationsg Containzd ?a“y . Wodifieg ¢

ti
Sthe peg
0 thig documeng, e AR
——m bage 4 of the Report by the Trusteq
® Qated 18t Fopry
ary 1875,

[ 8]

ivi il 1874, Mr.
12. In his Report upon the Bombay Civil Fund, dated April

hole lia-
] ivileges, of one-half of the w ;
i he admission to privileges, lata gathered,
ls)'f'i‘.n.u €l F{EZ%E?\ES(ﬁlz (l:xlculations were, hdoweVé}'; ifim:ll;']lilsg uy{v)}(i?c{]aMr? Stokes,
1lit1es of thi ’ ionce of the Madras Ci ; s EX st ot abid
inci om the experience 0 /ith remarkable industry
P his Momsorandumn, dated 9th Mareh 1874, has, » £ his Report
in his Memorandum, date I te. In paragraph 87 of o
: i te and inaccura has provisionally, an
skill, shown to be incomple 1874, Mr. Brown has p Ly
to the Trustees, dated 22nd likely, Mr. Stokes concluswn, iy in oth
: HA QS ARG s L ilities ; in other
with some reserve, accepted as likely t. of the New Rule liabilit fits
ded to 60 per cent. Boibn O e sttatal Boana
may, properly, be conce that only two-fifths o e 1 3
wor(!s, thatslst ;? agj::) ?):-lisosi%[;legcal]: to le;ich alone the privileges belong
are in exce > orig

isionally,
tober 1875, we have, RIEYOE he
. 865, dated 7th Oc , and we shall, in

_In o 4 deTRatc:t) l\z)(l)-tion in the case gf the Bombaiflfzggiés approval, adopt
acquwzcg : lzttc;: f grogisionally, and subject toFiglclll'
%)lfgssz?me (;)Sg)port’ion in respect to the Madras )

: 1 the
povons i S i rouisto b th 011 B, e e 0 P
iti titled to a e inued.
})er%riti;ln;? t]:gg;dego long as such privileges are continu
) H

i ropriated,
14. Like the Bombay Service, the Madras Service has app ‘We have

: et ds.
i _ ts unprivileged fun £ upon
; donation-exchange upon 1 October 1875, up
ggig(ég;logrt&i?ggggg Oiflll (;)111' despatch DIO(-1 3f65’dga:§(el Z(t;ltl entitled to don‘?'tlon{
ivileged fun ' donation-interest.
the Bombay Fund that the unprivileg foundation as do :
: ecisely the same * the same pur
exchange,.Whlcl;ﬁgit;; I;).Onrilpflonati(J)rn-interest; were grantt:guf;i)clls B T
£l don&l ttlgltlilzxsame funds; and there seem to ustnodgnation-interest. Mr.
Pﬁse {m" poiste kel inp Sodiiieation s feem tion-exchange to the un-
1 me?l i s an argument in fayor of the grant of dona of the §ecretary of
?ﬁ%‘;lgoezlgsrtions of the other two l}i‘u&]ds, frgg; tllgl;% ;ermvsv s et Rnill
s dated 25th Novem . ; it may be
el despafi(lBh Ng.o %vge?:rhtawhatever to Mr. Brown’s argumirrxtélgl;tfuzl {ook
i - 10W to remark that the reconstitution of the a.n Kaot duon
Yook peverthe :fs':e’r the date of this despatch, so that no reasoni 1?‘anoe Syt
place in 1863, in any case, be used in support of donatlon‘;gxt; e
this qe?patch ?a{)l"l'ties of the Madras Fund, Whl?h. e fromd % s, doubtless
unpll;lv%;geg haD]oln ation-exchange on the ungrwﬂegec}l f;ll:le i; ::V:u’r Wiene ;2
of the Fund. isconception ; an
under a misconcep t Her
slovit oy wnchalbnce vl % ey s o i
allowe . itate now 1
T P L ST
date as may be . s fod
e oint is accepted.
Rk th(lls'riJ to Appendix G to the Examination, the Vail;ﬁg Ofs:hiﬂ‘;
i Acfc:ll.lel B%[adras Civil Fund bearing 8 per cent. 6(‘)2n86 378, and the
Lt the new constitution was introduced, was Rfst. i5 "78 4’58 e
it R g T S s
vallt]ed.()ftlieeliabilities under the Old Ru}fs, mé'gflléfé‘ée doby PR A
sente i itled to the privileges abiliti Saiar
iﬂadras Selzlggix?gseznstlllt(}ﬁld continue, and Rs. 22,68,789, the liabilities u
ong as suc

; p i i i ].

. . ion- ! lied
A Priwle%e?. terest, was, upon the assumption that donation-exchange applie
4 per cent. 1n 3

383. ip’

to them, Rs. 45,45, ¢ decided, subject to Your L_ordshlphs ?,On?grgsgé

4L Wed ?';ilds are not entitled to donation-exc alll,%el’-easonably
that the llll,npl‘lvll};gzy the use of such a rate oft exc%sn%z ?1?) ﬁ?lyi‘nk thab e tin
modify this va t average market rate. e do : Fn
st s b ot 1000 b o, 11 e Uhe g
estimate this r : ling money to rupees ‘
o ff{ ftzl';Z;edz?ﬁm?hgft:tt:f lxlrlagiue of the liabilities under the new rules
90641 to 11 :

raised from Rs. 45,45,383 to Rs. §6,27,449.
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. 17. TUsing these figures and g0 per cent. a
ties u'ndc.elj the New Rules, to be admitted to privil
and liabilities of the Fund, on the 1st May 1863, is as follows :—

Valuation on 1s¢ May 1863,

8 per cent,

4 per cent,
S, Rs,
Agse!;s_ Sefues sy - 62,86,378 Nil*
Liabilities _,, s 29,39,731 22,50,980
Surplus 33,46,647 Defici 5
Deduct 4 per cent, deficit . 22’,50’,980 Bl b

———

-« Rs. 10,95,667

Valuation on 1s¢ April 1868,

8 per cent,

4 per cent.
S, Rs.
Agse@s. e . 79,78,959 Nii*
Liabilities ... N 33:40.418 30 919 7'14
urplugi i, . <« 46,38,534 :
Deduct 4 per cent. deficit e 80,99,714 w

e —
Net surplus . Rs. 15,38 820
19. It may be convenient to kn
1st April 1869, the date from which i

: e Bombay Fund shaj) ¢ k ‘
cannot, at this moment, obtain the materials for anyexact va.]uatloi sf i?]?]g{ d?rag

und on the Ist April 1869; but the fo OWing estimate wi .
present purpose. It ig constructed

11 be enough for gyy
with the same f: -
hereinbefore given for the valuationg Vo ctors as th

e valuationg
of the 1st Ma .
1868 :— ¥ 1863 and 1 April
Valuation on 1st dpril 1869 (ty estimate), g, Lnclosure Ny, 8
: Iﬁ;'cent. 4 Peﬁscent.
Assets wes “.  83,99.700 NiJ
Liabilities Ses £, 34,20,500 32,69 500
Surplus T ~,\,.
urpla e G :
Deduct 4 per cent. deficit gg:gg:ggg 32,69,500
—._;“
Net surplus vas - Rs. 17,090,700
20. If an Insurance Fund is found, y on a o L A
ey 3 valuati AR
divergence from equilibrium d1§cov§red I;poi a later valzgiailcix eqlzlgglgrlum an
¢ cipe st fleod Bl (0T S R the Bengal Fryng, 5 12
due either to some in ermedlgte change in the constitution of §8e und, be_
the elements of the caleulations, op o variations of the i, e Fund, or of
the theoretical estimateg thereof mgq :

: te facts from
€ upon t : .
ations of the facts from the estimates mlfst, ixiiﬁi’{}f;’ 0‘;1111113, ;]on. Such vari.
and carefully the estimates may be made; and, as expl’ainedr,b et
the constant accretion of Jew subscribers to g]] these Fung ¥ Mr. Westland,
decrease of the Old Rule liabilitieg in the Madras and By Si)and thedconstant
cause valuations of the assets and liabilitjeg of these Fundm ay Fun 32 must
dates, to bring out, within certain moderate limits, different & S made on ifferent
fore, if an earlier valuation shows equilibri es

um : ults. Even thep
1 1 Con 3 ’ €
must be expected in a later valuation, » Considerable dj

vergence therefpon,

But if an earlier valuation shows the Funq ¢ ilibri
steps have not been intermediately taken to yg, if;r) t’fﬁs ‘L‘éiﬁfﬁi%“gﬁ"‘-“ S
divergence from equilibrium must, Inevitahly (the Same conditj hl'ngs, by
be found, upon a later valuation, to he ager, o

Co i
avate, ntmumg),
* We reserve for subsequent remark, the additional confyj

butj, 1
in the text state the surplus and deficit as they would have stood hadottl?e::‘g:gnbi e ﬁI”d“” Service ; the valuagiong
0 suc assets,

s the proportion of the liabili-
€ges, the valuation of the assets

R =S

M

. | g e e

L& ]

i 249 to 252 and 282
ial reasons are given at paras. :
to 28%1231‘ 821%;;11[1)?;;%@, why the valuation made o_f tthgladras Fund in 1868
should not show quite the same result as that made in 1 ;

- g o
hink it necessary to remark, in greate? detail, upon t
e f v&edgaﬁgstglérsﬂ;n the result{; of the several valuat;)qn_s of th: dhé[é;c}fgs
%allllfg? Wohich we have abstracted in this (ties%?[?h W ;)Slﬁav;g iu '}1(‘)111]; Z%?;f S
:?lcl_xlations f(g;:vlgzlgivgeztgaeu;%(ﬁebfﬁg sgccessive valuations, is dut(?t{:dthfofarfcf
tﬁgtlﬁm"f;?ets which, in all these valuations, are t;eate((ii fe:z ;ln ; i
privileo-gq of interest or exchange, have, in fact, confinued,. y
ges
ry such privileges. . y:
i ca;.Sy - In SII)IOl‘t t:l,lese valuations show what the clalfr.n: lfé' igzgﬁ?laengezv‘ggen
be, if a.n ad'uqtme’nt, such as is proposed to be made Ot e Bins e, i
the Govern':nént and the Bombay Funds, were made a eabviously o
the date at which such an adjustment is made, the ﬁargel('l, (Ehe a ’the e e
present claims of the Government upon the Fun ’daI:;h o T T
;ts present combined assets must be reduced, an 3
iabilities increased. ! eld
e ;L We do not doubt that the valuations which I?eha;’ﬁo?vbsf:::stsgétﬁely
results sufficiently correct for our present purpolie(.1 i asyfollow o
of the four per cent. assets, a net surplus on each da

-

Re.
sessi L0, 95,007
On 1st May 1863 " 1538820
5 Ist April 1868 e Sie o © 17709700
»s 1st April 1869 (estimate) o o

: - . of
25. According to the method proposed by Mr. Brown mdtlze ?i1161t1817za21 e(s)e
his Re[;ort to Your Lordship upon the Bombay Fund, dated Ap S i il
surpluses should be divided between the 8 per cent. and 4 per cent. s
follows :—

, Total.
If the adjustment were made from 8 pei{:.ent. 4 pelli:ent' s 915“667
- e 6,21,093 4,74,574 ,95,
}5: yﬁl 11%66% . 1,98,167 7,40,22? i?’ﬁg%g
1st April 1869 T s 8,74,043 8,35, ,09,
*
8 PER CENT. FUnD.* - 4 PER CENT FuND. s
Surplus 1863 ; o 83,46,647 | Deficit 1863 .., v 22,50,980
urplus wis
Interest on ditto till 1868 Ves «w. 15,37,896 P
ToTAL oo 48,84,543 | Interest till 1868 4,78,355
Torar v 27,29,335
Depver— L] iy
Aosey bouting 0 par-deut. of the . ; 'U by its not bearing its share of
ol?xsxte{i charges which were assumed in ?te m&ﬂﬁ r)i'bute 3 oo g 1.08,000
;‘;lrl:‘liation to have gone to the 4 per ce".- 1,03,000 | Tnterest on same 6,000
Interest on same till 1868 ... 13,50_0 Net: e 26,20,335
REMAINDER v 47,68,043 | Other causes chiefly new liabilities for)
29,509 new members,—brought orl; without
181 ’ 17 f] di ts i rec-
Difference arising from other causes A j ]c;:)x::s})oir; éﬁf v!;elalv; hg.::a* eing rec 4,79.679
1 38 5: L T —
Surplus of 1868, as by valuation i |t “Reckonod”—that s, inthe eight per cent. 30,99,714
valuation, we have brought on both the new assets, —
and the new Hnl:;i&tig.;gfl t?fa’ff&ﬁfgtm s; ‘;:fa
Surplus of 1868 ... o 46,38,534 ﬂﬁef;;‘c‘;;g:icon the new liabilitios only. Hence J
3,71,082 |the comparative loss.
Interest for 4 years Deficit of 1868 i
50,09,616 Interest for one year v 1,23,990
Depver— i 4 75 32,23’70'4
Loss by bearing 40 per c]elmt.l dofl tvhee ?::Pé; Daiitons 4
a . = \
buted charges which shou g v 88,000 | Gain by its not bessiig 4D e sink i
the other fund . by P
I f:.ef3 t o?xr samem o 3,500 distributed charges Re= 88,000
nteres o
REMAINDER . 49,18,116 25 A
31,338,954
Difference due to other causes ... o 61084 | Difference due to other causes, see above, ., 1,35,546
1 “
Surplus of 1869 as by estimated valuation 49,79,200 Deficit (11869) as by estimated valua.
B —— tlon " T e, 32,69,500
iz

b
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98, Th :
distribute Upgnstltriglru)?ailn the Bombay Fund, which M
e T 0 Y R L7, s
g tp us into a deficit, it e t, if adopted, have the e recommen.dations

ated 7th October 1875 tno appear to us necessary, i ect of converting this
gg;nclple of Mr, Brown’g 2OPI‘CSS, very decidedly, fZl,' :lnr(e)gr d?glmtc.h No. 365,

patch, with deprecatin Proposal. We contented oursel g Al e
8 1n general terms, the ad(s);tggi’ t%eﬁore’ s
of Mr. Brown’s

Proposed method of distyi
1n future, be of of distribution and ;i
» be given to it : expressing a hope that
. effect would not
4]

Brown proposed to

28 This 1 x
: rineiple
port with privilr; pe we understand to b
ges, e that th

more. These 1iaT)iliti:sS sets enough to cover certain qe gfgemm?l']t' S e
which it is not open to thare‘ thq calculated value opr e liabilities, and no
e Services to increase Withou(éetrlfm(rll ﬁSpeciﬁc benefits
’ e definite consent of

the Govern : s
s ment; and it is not likely that the Government will
: ent will give any such

It seems to us to b
shoft, than i o ‘e a mere corollary from this prinei
funds in excesz o{}’p?};{j zﬁ,l%[.ll.t? a detail,qi:rhat noﬂ::sss&gmglple’ .
dath. on HHiah boch e abilities, are entitled to privileoom.ld in the privileged
should absolutely céase o (118 fgund to have existed tiles ¥ apd. that, from the
are continued to such surmi deterrine. If this be not 3 Privileges thereon,
existed, then, there is, i P’us assets for a day after the one, if the privileges
settlement, ‘and the Qo effect, a departure from the cssenty known to have
v e ol Sential pinipe ot e
A utions which, ez

hypotkesi are n
§ ) ot required :
which are within i Qirec, and will not be
1ts sanction used, for procuri
tiomn. ‘uring the benefits

nothing more, in

Fund, t » 28, by our calculation, i

izt ﬁ?edehgllf of the unprivileged f:fn dfo,und to
: » privileged fund, we shoy] d n(l)i f(t);md

i t think

privileged aind lgfp'rivﬂeged funds,—
ge! n e manner .
vileges should be allowed tozgym;:::

30. Whatever, ther
) efore, m
ment upon the » may be the decisi 3 s
hope that no Sug;?ll::S?(}z l:ﬁ(fihllc:h we have to msﬁfﬁntﬁgs%:ipﬁif“y s Govern.
basis of adjustment, will be alrl)gvrée‘ilng valuation which may be a’d:;teza-rnestly
0 remain part of the privilee as the
Abed funds

that the whole of an
privileges, from the moﬁ::;trgﬁ i%hizt(;p ay be admitted may, at Jeggt
. discovered to have existeq > carry no

31l. 'We havesh
TT Tt s Reshce tfﬁi‘g afg:aghy, when, on the 1st May 1863, ¢,
” e s

g:‘gpgrtyeof the; widows and fatherless chgi'fgl?:n Ot; 5 benefits unre e M.
been PrI:) I;S(:a?inf. f?}:l d_was such that, if the ’metﬁogccftl‘l L
date, ths aséetso rwhgcfo;l bal{] Civil Fund were adopted :Vdith
would, alone, have cove doul * A Shist-date, have cez:sed et from ¢
g S R A 66;8' all the unprivileged liabilities L0 carry privileg o4
Bfth) to the N-'eW-,Ru’le " H eélougb to have added 19- 47’ With a surplug Ofges,
Lol igdnaier ol enefits ; that, by 1st April 1868 tﬁ?r cent. (about no
Y i ol add 19:85 per cont. to the Now SIS had grown
to all the New-Rule benefits, el 1’.7’09’700’ enough to adlzll%g;%eﬁ“; ang

' per cent,

32. The causes of this g i
; S great accumulation are t i
z‘x‘gd Itgegheng:pf;zal;iléiu}):tforfhthe 1(:‘rovernment by thgagjii;? he Examinat'
ed 1 e them here. It i e e
b is enough ¢ o ’
o ﬁgﬁr ;ssnggrtvlr;zer.esylt of any excqssive rates ;f sul())s;-?y that tﬁeFund;
; for the rates paid by wmembers of thg’t‘f{n levieq ailc(:u-
adras S I‘.ol:n
el'Vlce’

—lating at 8 per cent. compound interest,

T R e L S h S N A e N i A e
R 2 S T " Tl A3 ey & A X
AR 1 A RUTRAR S ot sl £ A B

L A _ s "+
. DT B2 s e e I KV

SEE

even now, are lower than the rates pai i

- ’ ) 8 paid by members of either of the other

f§l‘erv1ces, and, till 1863, they were very much less still: nor are the benefits

sigmbthe Madras Fund inadequate; they fall but slightly short of the exces-
e benefits given from the Bombay Fund, and are much larger than those

given from the Bengal Fund.
33. The accumulation is to be attributed entirel
_ 0 | y to the long postpone-
%lcnt of the removal of the restrictions which attached to the bengﬁlt)s og the
Fund, and to habitual over-caution in other respects, on the part of the Trustees,
n the early days of the Fund. In short, the explanation of the surplus is
that, the privileged funds not having been used up to their full capacity, a

fund has been formed over and above all that was required for meeting pen-
, amounted to a large sum, accumu-

sion charges, which, already in 1863
that is to say, doubling itself every nine

years, at the expense of Government. The accumulation has been made, not by
the contributions of the members of the Madras Service, but by the credit of
donation-interest and donation-exchange to which, under the circumstances,

the Fund had no claim.

34. To prevent misunderstanding, we interpose the remark, that we know
that the Trustees of the Madras Fund did not, intentionally, do this wrong to
the State, and that we have full confidence that they will be honorably and in-
telligently ready to acquiesce in any redress which may seem to Her Majesty’s
Government to be proper.

35. We have, hitherto, reckoned the surpluses of the Madras Fund, since
1868, without taking count of the new assets created by the Trustees, when, in
1863, the objects of the Fund were extended. Owing to misunderstanding on
the part of the Trustees, and, perhaps, it should be added, to the incompleteness
of the advice given by their Actuary, they were not, in 1863, aware of the true
condition of the Fund. The Trustees, therefore, levied additional subscriptions,
to cover the additional benefits to be given from the reconstituted Fund; and,
before admitting the retired members of the Service to participate in these addi-
tional benefits, they required them to pay 3 certain share, eventually settled at

two-thirds, of their value.

36. It is to be remembered tha

contribute nothing, by way of subscriptio
not very heavy donations on marriage, an !
that the members from whom this special contribut
throughout their service, very low rates of subscription.
ultimately, and judged by considerations of equity as respec
State, the proceedings of the Trustees in this matter pro
results as Mr. Westland and Mr. Stokes seem to think.

g7. Asa mere question of finance, however, and qpart from considerations
of equity affecting the relations of the Government with the Funds, there can

1 that it was wholly unnecessary for the Madras Service to

jon but
be no question additional assets of any kind.

create, in 1863, :
g3, The only offect of their creation was to increase the unused surpluses,

t retired members of the Madras Service
n, to the Civil Fund, but only some
d on the births of their children, and
ion was exacted had paid,
We are not sure that
ts the claims of the
duced such unfair

B
as follow From To
Rs. Rs.
. 10,95,667 14,46,186
May 1863 ’ 05
On lst A ryn 1568 . 15,38,820 25,05,709
,, lst AP ; .. 17,009,700 31,09,000

i 9
, st April 186

luses in art of the lump payments required

cludes no part ol
he second includes, with interest, Rs. 3,13,220; and the
£ 1870-71, these payments had amounted, with

this asset, the true surpluses are estimated
interest, tO Rs. ¥ A ls;t May 1863, Rs. 20,28,000; on the lst April 1868,
to have been, on the 1st April 1869, Rs. 83,30,000 ;—enongh to have pro-
Rs. 29,02,000; and, orllgout 40 per cent: to all the benefits now granted, under
vided an addition Ofafl‘ the then existing members of the Fund.

the New LBules to

The first of thes% su.rpt
from retired mem .91'5, e
third Rs. 5,06,4 68.1,1()))-; gy $007 ling
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that these results are calculated after giving

which we have contended in our despatch
upon the Bombay Fund, [¢ Her Majesty’s Government should reject the

recommendations which we have, confidently, made in that despatch, in respect

to children’s benefits, or to donation-exchange on unprivileged funds, these
considerable surpluses wil] be, further, very largely increased.

39. It is to be borne in mind
full effect to all the principles for

40. The conclusion js forced upon us, that no adequate redress for the injury
done to the revenues of the State by the mismanagement of the Madras Fund,
would be afforded by the application to this Fund, of the metho:| of adjustment to
which we have, not without some reluctance, assented in the case of the
Bombay Fund, The fitness of this solution of the problems arising out of the
circumstances of the Bombay PFund lies in the consideration, that it will leave
the status quo of the Fund, substantially, undisturbed. No addition will be
required to the contributions Bow made by the members of the Bombay Service,
and no inerease will be admissible to the existing benefits from the Bombay
Fund, which benefits are at least, sufficient, By the solution which we have
provisionally accepted, the Bombay Fund is left, practically, in equilibrium ;
though it may be necessary for the Service to surrender some part of the exces-
sive additions which were made, in 1863, to children’s benefits,

41. Had the effect of
considerable addition to the benefits f,
reduction of the contributions.thereto

contended ; for we can perceive no abstract i
which, even with our modifications, certainly leaves the Bombay Service in
possession of benefits provided, in 3 large measure, at the €Xpense of the State
far in excess of anything contemplated by the Government, R

42. The application to the Madras Fund of any compromise founded
upon the principle of that proposed for the adjustment of

! the acecounts of the
Government with the Bombay Fund, would leave the Madras Fund with 5 sur-
Plus so considerable that even if all future subscriplions by the ezisting memberg

of the Madras Service were jforegone, there would $Uill remain q large sum
applicable to the increase of benefits,

43. The contributions by the members of the Madras Service are
smaller than those of the members of the B i i

bay F
much greater than those from the Bengal Fund : the great surplus j Y hond, and
Fund is the fruit, not of excessive contributions by the members of t},q Madp
Service, but of excessive and unintended privileges appropriated fyop, the G as
ernment revenues under misconceptions shared by the Trusteeg and the A (:1",.
Officers of the Government, in days when the intricate pr udig

. oblems gpigi. ..
of the circumstances of such Funds were very 1mperfectly understoodl:lslna out

44. 1If, as in the case of the Bombay Fund, the status gy, ;
butions of the members of the Madras Service and of beneﬁtqs tootfhzlilrefcoqt_rl.
from their Civil Fund is maintained, the existing memberg of the amiljeg
Service will, still, enjoy much higher beneﬁts for less thanp half the contril adrag
of their fellow-servants in the Bengal Presidency. We cannog think thatutmns
have any title, upon grounds of prescription or equity, to more thay th'the
that such a result of the whole enquiry would be other g i .hls, or
settlement of their claimsupon the consideration of the Govel'nment, Y liberg)

5. In like manner, we do not think that the contributiopg
the rzfired members of the Madras Service, upon the extensipn tl(')ecgzered from
unrestricted benefits introduced. in 1863, were, as regarqs the over
unreasonable in nature or amount. These gentlemen had- aid v Nmenf,
subscriptions to the Fund,—.—only 2% per cent.hof t?eu- salarlgs during {b i
sixteen years of their active service and, therea ter, HOtthg_ = b ?1 first
tion of £30 for each daughter born,—and the benﬁftﬁt: Secureq for. theip Firmon
appear to us to have been cheaply purchased. At he-same 1i

-
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0 but it appears to us, in t
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3 %)
offer no objection to any concession which it may seem fit to-Her I\g?,t]f:gys
Government to make in favor of these gentlemen or their heirs, Or%ﬁprzsspdeceaseci
to any still surviving pensionable tx.nte;mbele-rsbqlf_ tgz:: (fg;méll‘efse x(-:fni? (f;tes) g

luations of the liabiliti 3 :
lﬁﬁ%ﬂislﬁsﬁ‘?ﬁ;d ?)(x)lnziecc::ngaof these families will be found in an appendix

(Enclosure No. 8 ). _ : : et judgment"
le case, we are constrained to say s
46f Uptonf u;l.;ewali:(;ounts of the Madras Fund with the vaemzen;xz(t);lnlg
;\D se:fs?an:f(ﬁ;yowﬁich would leave any sugplgs '(t)f ;xlsn‘nida:z?i :n (:;; At ]
f SAISIALEOLy Wi ' ich would admit of any r 0 . :
%)iagilmeﬁ, Otrl;el ?::gfe::o;?i’hglﬁidxzs Civil Serviee, or any _enhagggmfmt of th‘e_
ons by i Bradoye o o !
b: eﬁtsj:gthﬂil' faguilies, fromthe. Famt e i ‘BMhe»mm&by the
.-p“{-Z!?".jl ﬁ‘lfé“é’iroumstanceé,?gﬁqreﬁ’?:,hfgﬁnizjga\;sai{?;cﬁ) B it itecl, of
1 :; - ; : bte rlo‘ S 2 o E i
o i e [fhe %?x(igrsions \.l?lade, from time to timeyto the ggadrﬁv]itggs
reconsidering . the cs ectfully recommend the withdrawal of N? dp* s Civil
Acceringys o r;e I};ime towards meeting the liabilities of the atl?l s
granted, Som t;;n: d:te as will leave the whole'"Fund, at the P&'esegewi}e” b;
Fund, from su(i . These privileges were given to enable.the Madras il G
equ!bmumh?gusgions to secure certain benefits for their faml_h}els aaller e
ek cmé’rr(leatly extended Benefits are now absolutely secure, with sm From - e
dg%eafs. %né than were intended, indepehd.ently = iy fiEs;l}s;%i(rilm:;vithout any
gi v':rilment Such assistance may, accordingly, now, be t;’:ltG (:rer’ BALLAL e
in?ustice or z.lny departure from the original intentions o{‘] e . y?emrnent Y
SJ vice ,01‘ from any subsequent pledges given by t o qd by anticipation,
SZ;vice’ The Madras Service has, ?iﬂ glc‘% alre:ﬁityc;.(:lcel{); ’thye Vi, Tt
i ivi g which the Governme : s
?Eferm?ﬁiof c?fleifsr ‘?iﬁ%ﬁeaings,, be held to have intended to spread over long
i briim which we desire to pfédxib?'might’ “be attained by a
Yo | IHe - equALbITIT : ; a
retro:;eétive a‘f;‘lls:‘ilnéﬂ of the qtt:cflg}rllts, fxﬁ-e;ﬁ?mgigfgh:l;illl)qtiggs(; 1;;)3.2%‘::
: : an E g
were appropriated to a larger capita T Bt el T et shocits wich
2 : , if the recommendation in the prec § paragrap s
Olf theht)x:r(:lzl’ ct:tlfl tJHler Majesty’s Government, we shall avoid any g:fa:ﬁr;‘i’s
2 a.pgrof the accounts and any greater retrospective re-adJustmhen A :ues
:gseglll?&ly necessary, and the charges ‘errone_ouslty (;rl?;gszgr;ésg:n;inev :Zguctioﬁ
¢: 49 1 i me extent, compensate Mg &
1? ttllt::)escll)laait;e:ﬂf'lol) ec’lcfzast(i)‘on-interesé‘and‘ donation-exchange to the Madras
0 g ,
in the future. e ; ‘
Fund hile, if things' afe left as they are, the surplus assets oé'
49, dMea.IﬁW owing to the causes described in this despatch, grow a
this Fund will,

»d, preses » f rupees
.o mh i d, presently, at no less thz_m four lakhs o
an accelerll“ai]t-lnfg :g::’cz?;;ﬁ:ncg of they;e great aceretions {v-a surplus already
e 1utual e

pee ine. have deter-
ear. -to us likely to be so embarrassing, that we
;zmanageable{i;gg?:nt%}mt&k a%proval of Her Majesty’s Government, to sus-
mined, In an i

. i gl sl
: ision of the questions raised in this despatch,

end, at once, pending %ef; cl:fl'm:ﬂl further donations, donation-interest, or

grant to the Madras l;(in'd- Her Majesty’s Government may, indeed, resgl;rle ~
donation-exchange of alﬁ’] e Madras Fund larger than we have recog:nmgn:1 et(;
to make concessions 1'50 the surplus of about 15 lakhs of rupees, gstlma ek‘ 8
and exceeding, In va % on after the withdrawal of all privileges of every dmd:
be now in the F}lgd. even. hereafter, to restore the donations thus suspen eh,
In such case, it will be easy, ! imperatively necessary to prevent the

. ime :
tiat g"u;‘;e‘;’:ff::wﬁse, ensue from any further accumulations.
results that must,

. ined in this despatch do not meet with
mniﬁ;?: a(:trallfgrl:hings, to Ignsist; upon the reversal

inconvenient o
If the recommendat
apprg\?a;.l, it will be necessary, am

to 1871 in order to produce the effect dwhichldwt;’e izitt:{nd : tt}l:a:

0 : eft wi
b:lfl: extent, retrospective, ]t h:.; ngzdml;rrwestﬁzz on this poiut are

s djustment be not made, tf?rely withdrawn. Some calcg a w;ho Yh ad .reti'r ed 38 1568, or %o the

is to say, ‘i"tﬁof;g% all p:ivﬂeg;';twer; :‘:n:cegsions made toughe d::;:mtoe::hl'ch the retrospective adjustment of the
surplus, eve losure No. 7). o sed, would postpone the
annexed (See Eﬂ;e then aiready deceased,

iz TS,
families of mem 5

| c
aczsunb need be carried.

0
® It would probably be necessary to g
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GOVERNMENT OF INDIA |
P No. 4281.
FINANCIAL DEPARTMENT. i M
Bity k! ; GOVERNMENT OF INDIA.
NSIONS AND GRATUITIES,
S e FINANCIAL DEPARTMENT.
.\-_ 3 ) Y .
Frox £ 2
‘._-'...-wm;,. | THE GOVERNMENT OF INDIA, e - o
- ’ YVt > ’ - - R e P ) \ PR ‘:‘(, J 3 .
To : - To
THE SECY. o STATE ror INDIA. ‘j THE CHIEF SECRETARY TO THE GOVERNMENT OF MADRAS.
) § N . & o \*'r‘);“
| | s e | . - St AR R
EN RO S Ty _‘1‘,‘0- 387, . Snira, THE 28tH OCTOBER 1875.
v Dated Simla, 2814 Octoler 1875, SIR,
y Receiveq . Referring to your letter No. 1534, dated 24th J uly 1875, I am
A o / =i b 3 directed by the Hon’ble the President in Council to forward, for the informa-
] ih R " ' tion of the Government of Madras, and for communication to the Trustees of
- . 19705 o1l A the Madras Civil Fund, copy of a despatch, No. 387, dated this day, addressed
. : by the Government of India to the Secretary of State, upon the subject of the
; o B financial condition of the Madras Civil Fund.
! Ao LRy 2. It will be seen from this document that, in the judgment of the Gove
: Je. S U S TESS VNS ernme ol India, immediate and decided measuy - %;ess_a.gg,;io redress,
; : - 80 far as is now thought expedient, the loss entailow upon the public revenues

by the errors in the past management of the Madras Civil Fund.

o i T 3. The Government of India have cordially acknowledged that the

management of the Madras Fund has been conducted with strictly honorable
intentions on the part of the Trustees, and of the members of the Madras Civil
Service. The errors which have led to the excessive demands upon the public
revenues, which it is now necessary to rectify, are to be attributed only to mis-
understanding in times past, on the part as well of the Government and the
Audit Officers as of the Madras Service, of the principles upon which an in-
stitution so complex as the Madras Civil Fund onght to be managed.

4. The Government of India confidently hope that the absolute necessity
of the measures which have now been recommended to the Secretary of State
will be recognised by the Government of Madras and the members of the
Madras Civil Service. Although the Government of India freely admit the

' | 4 responsibility of the Government and of the Audit Officers for the absence
of any check upon the erroneous and excessive demands made upon the

public treasury from past misapprehension, yet the Government of Madras
, in accordance with the principles which have

fi and the Trustees will, 9\1{?
ever characteﬁgeﬁbé management of the Madras Fund, agree with the Gov-
ernment of India in the opinion, that the primary responsibility lay upon the

Madras Service to adopt a system of manggement which should cause no greater
claims upon the Government than were just and equitable; and that now that
it is ascertained that the actual principles of management, though observed in
good faith at the time, have caused an accumula.tlog of qapital at the cost of
the revenues of India altogether in excess of the objects for which the aid of
the State has been conceded, it behoves the Service to co-operate frankly with
b the Government in effecting such a rectification of the relations between the
b Government and the Madras Civil Fmd as is required in justice to the

Imperial roventes.
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appear fo the Government of Madras and the Madras Civil Service that the
settlement proposed by the Government of India to the Secretary of State is
as liberal to the members of the Madras Civil Service as was proper under the
circumstances of the case,

6. In accordance with the resolution set forth in paragraph 49 of the
$a Y despatch to the Secretary of State, the Accountant General will be instructed
. tosuspend, until further orders, all credits o the Madras Civil Fund, on
| § AT - account of the fixed donation or of donation-interest or donation-exchange, and

K. 5 ‘to make no provision for such credits in the estimates of 1876-77. Meanwhile,
| B the recoveries from the Madras Civil Fund on account of advances made from
! the Home Treasury of the Government of India should be made, immediately
upon their advice and without any interval, at the rate fixed yearly by the
Secretary of State for India in Council, with the concurrence of the Lords
1 Commissioners of Her Majesty’s Treasury, for the adjustment of financial
N transactions between the Imperial and Indian Governments.

M ) .‘-. 2]»" /, I have the honor to be,

Sir, .

Your most obedient Servant,

% K/()/MW

Secretary to the Govt. of India.

5. In this view the Hon’ble the President. in Council hopes that it will
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