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" How Capital Expenditures Are Pa-id For"
lnstead of providIng working capital by an issue of capital

stock as do commercial concerne; municipalities resort to
borrowing for their requiremente, usually hy way of an Issue
of redeemabie bonds., The term of the bonds la determinod
by the prospective life of the Improvements they are used
for. As an examÛple, bonde for road macadam. ami sowers are
generally repayable in twenty to f orty years from. the date
of Issue and bonds 'for the construction of sidewalks In ton
to twenty yeare.

The borrowing powers of a municlpality may ho regulated
In a special charter under 'which it wae incorporated, but in
the majorlty of cases the provisions of the Cities and Towns
Act of 1909 will apply. Under that Act, the borrowing
powers may briefly be stated as follows:-

The Council may borrow, fromn time te time, varieus sumo
of money for improvements in the munlcipality and gene-
rally for all objects within its jurisdiction.

The boan shall bo by an issue of bonds, obligations or de-
benturas payable to bearer at periode fixed by the council
with interest (not exceeding the legal rate> payable half
yaarly on May let and November Iet. You will note that
the act specifles particularly that the interest payments
shall be made on these dates

The principal and intareet shall ba socured by the general
funds of the inunioipality.

Loans may onby be made under a bybaw of tho couneil
approved by a majority in number and real value of the Pro-
prietors who are electers and who have voted. The hylaw
muet ho submitted to the electors 'withln 30 days after being
passed by the council.

It Is custexnary fo<r the ceuncil to advertise the bonds for
sale cabling for tenders. The tenders should only b. opened
at a council meeting on a date epeclfled in the advertiso-
ment and naturally the highest bld should ho accepted.

in accountancy arises as to the troat-
or premium, in the accounts. On flrst

on to ho unwise to inerease our assote
reprosented by nothing tangible. That
t sheuld ho charged againat Revenue,
it ta <,firep thp. dIieaunt on a larze

Britain, where large insurance and other financial corpora-
tions have for many years accommodated their local au-
thorities with boans upon these Conditions.

The Province of Quebec Cities and Towns Act provides-
that where the repayment of loans le by annuity the tern
must flot eicceed flfty years, and, each annual payment muet
contain the Interest and an Instalment, of capital.

Wber e the loans are upon debenture Bonds repayable at
a certain flxed date provision for the redemption le by way
of a Sinking Fund. The annual installment required wll
vary accordlng to the termu of the bonde, but under the cities
and Towns Act it must not be less than one par cent of
the amnount of the issue. The annual Instaliments of Sink-
ing Fund are provided f rom revenue, but a more book en-
try debiting Revenue and crediting Sinking Fund Account la
not sufflcieiit. It ie necessary also to set aside and ln-
veet funds to the aniount of the annual instaliment. Unles
epecial provision for thMs investmnent is made ln the Muni-
cipality'e' Charter, it muet be ini the ferin of-

1-Public Funds of the Dominion or the Province.
-A fIrst hypothec to an amount not exceeding one haif

of'the asseseed valuation.
3-The redemption of bonde issued by the Corporation; or
4-Deposits in a chartered Bank.
Where the inveetment is on first hypothec, the borrower

must provide Insurance in favor of the corporation to an
amount not lese than one half of the property insured.

wilI ho transferred to a surplus reserve a(
Passing on tu the statutory restrictions

ounts whlch a corporation may borrow i


