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Some Notes 'on Municipal .Finance,
(By T. B R AD SHAÀW.)

Among the many probleme coufronting a munlcipality
there la probaby-,ubne. whIch concerna its citizens more,
and which so vltally affects its credit and future, as that
of aound finance. This st.atement wlll be best appreciated
when the large increase ln our municipal debta, ln our
yeasrly borrowings and ln our tax levies for Intereat and
repayment of principal on these debts are conaidered.

In vlew of the dlsturbed, financial conditions the world
over, the .important. obligations of our munîcipaities, and
the. necesalky for.,fua'tbehorseavy boirowlngs from tîme te
trne, it la believed that any practîcal suggestion whlch
wlU- have,- steadylug.,iufluence la worthy of attention,
and without fartherprehinarles 1 will proceed to dis-
cuss three features of municipal finance:- (1) method of
repaynlent of permanent loans, (2) rate of intereat whlch
boans s 'houli carry, and (8) administration o! sinking
funds.

1-M-ethod of--Repaymenit of Permanent Loana.
The three.perognized methoda of repaylng moneys bor-

rowed by munleipalities for a long term of years are, (a)
Sluking Fuiid, f-bhAnnuity Inatalment, (c) Serial Instal-
ment.

It la submitted that municipalitles should, lu practically
every instace,- adopt the instalment method, either an-
nulty or serial, lnstead of the slnklag fund method, chief-
ly because of thae heavy financlal loas lnvolved lu the
slnking fund metiiod. Many of the smaller Ontario muni-
cipailties issue only lustalmeut bonds, and ln this they
have shown-greater wladom than our Important cities,
most of which. still pieraist lu obtaining their loans by the
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Methode Compared.
From the foregoing it wIll be gathered that bath mastai-

ment methoda of repayment fl effect contain wlthin them-
selves a alnking fund which beara the same rate o! lu-
tereat as the boan which it la Intended to diacharge;
whereaa the Siuking Fund method necessitatea the es-
tablishiug o! a separate ainking fund which la not cal-
culated to earu (and lu fact does nat) as high a rate of
Intereat as ia payable upon the Ioan ltseIf. What are the
facta lu the case o! those municîpalitles whlch issue their
bouda accordlug ta the sinkîng fund system? Loans are
obtaiued by the issue of permanent debeutures carrylug
interest ranging from 4% per cent. ta 5% per cent., while
the sinking fund to redeem auch loans la asaumed to earu
anly from 3 per cent. ta 4 per cent., or from %~ per cent. ta
2% per cent. leas, and, as a matter of !act, ln many in-
stances not much more than the assumed rate la earued.

In addition to thishlmportant dîfference between the
rate o! intereat the municlpaity pays on Its loans and
that whlch the siuking fund, for their redemptlon, ear'ns,
cansiderable delay takes place lu the lnvestment of sinking
fund moueys, and as a consequeuce a further bass lu in-
terest earnings inevitably ensues. lu coutrast to this,
the goulus of the lustalment method la, that Interest la
bolng !ully earned every day wîthout exception.
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