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Municipal Debentures and Sinking Fund
By H. JAMES.

Debenture or Bond.
The terma "Debenture and Bond" are now used~ so Inter-

changeably that in financial practice the difference Ini mean-'
ing may be sad to be almoat teebnlcal. Theoretically a
Bond differa from a debenture in that the former is se-
eured by a mortgage deed of trust containing a charge upon
apecific property, while the latter ia merely an acknowledge-
ment of a debt. Both formas of contract covenant to repay
the principal amount of debt a.t a specified time, with in-
tereat thereon in the meantime at a fixed rate.

In Canada we speak of municipal debentures, government
bonds and corporation bonda. In the United States the
term "debenture" is aeldom employed. Municipal govern-
ment and corporation securities (debentures or bonda> are
invariably referred to as bonda. There is very littie sig-
nificance to be attached to the mere name of the security,
the chief thing which we should be concerned about ia the
manner in which the obligation caui be entered into; se-
cured and what la behind it, etc.

We wvill brel refer to some of the bonds and deben-
turcs wblch are comnmon to titis country.

rate of intereat which the debenturea of the various muni-
cipalitiea bear differa materially. The large and weaithY
cities can, of course, borrow at a lower rate than that which
would have to bc paid by relatively amaîll and new places.
The ratea are alao affected by the monetary conditiona at the
trne the loan is aought. Lately the debenturea of the im-
portant municipalitiea have carried intereat at 41/, 51A and 6
per cent.

VALIDITY.-The Contract ia very aimple. It resembles
somewhat a promiaaory note. It la, however, mucit more
formai and binding, ln that, in addition to bearing the sig-
natures of the Mayor and the Treasurer of the municipaUity
and the Seal of the Corporatio>n, certain formai procedures
are required to be taken whleb. apbolutely inaure its valld-
ity. The investor'a rights, theirefore, are thoroughly safe-
guarded.

PURFOSE.-Debenturea are iasued by cities, towns, etc.,
to raise monley for sucit and essential purposes as schools,
sewera, parka, water systems, roads, lire departments. etc.
Thev are. therefore issued for the betterment of the muni-

credit of the issu-
>ower to levy taxes
)eino a flrst charge


