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Reap—also the following paper :—

55 ;

No. 952, FiNaNciaL, 4tH DrcemBer 1895.

GOVERNMENT OF MADRAS,

FINANCIAL DEPARTMENT.

Reap—again the following paper :—
G.0., No. 151, Financial, dated 14th February 1895,

Asstracr.—Directing that the Government of India be addressed in view to the rate of
interest payable by Provincial Governments to Imperial revenues on the mean outstanding

balances of their advance and loan accounts being reduced from 4 to 3% per cent. with effect
from the 1st August 1895,

Resolution of the Government of India, Finance and Commerce Department

(Accounts and Finance—Loans, &c.), dated Simla, the 5th November 1895,
No. 5274-A.

The Governor-General in Counecil had recently under consideration the question
whether, and to what extent, Government can extend to municipalities and other
debtors the relief that they have themselves obtained in the matter of rate of interest
by the conversion of the 4 per cent. loans into 35 per cents.; and it has been decided
that it is too soon now to make any concession in the matter. Before the Government
can decide whether any concession should be made, there ought to be much more
assurance than at present exists that the present state of the money market is not
altogether exceptional (as in some respects it undoubtedly is), and that when the
depletion of their balances causes them to resume the practice of occasional borrowing,

they will be able to raise money on as favourable terms as the present state of the
market shows them to be. €570

2. The Government of India take the present opportunity to remove certain
misconceptions that appear to exist in regard to the actual burden that Government
have to bear at present on account of their public loans and in regard to the measure

of concession that can in ordinary course be made to local bodies in respect of loans
by Government, nt

3.' In the first place it is assumed in some quarters that the Government now pay
only 3% per cent. on their present rupee debt. Bat it should be understood that a
ﬂeat part of the present debt has been raised at g discount, and the Government

ve— '

(1) to pay 3-‘-ﬁ per cent. on the nominal value ; -

(2) to und e the obligation .Of repaying the nominal value and not the
amount they actually received.

The Government have also to pay a considerable amount in respect of the manage-

ment of the debt. The Government are not willing to admit that when they pay 31

per cent. interest on the nominal value of their loans they pay less than 32 per cent.

upon the actual amount of money they raise ; or that they can lend even on equal
terms unless they charge 3% per cent. upon the amount they lend.
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4. In the second place it shoylq be borne in ming in

that the Government cannot be called on to depart, from tggl::;z?ll? with thig subject
adhering to the terms of a forma] elgagement already entered into uﬂ&n;ss Practice of
practice in connection with State loans of requiring a margin o

burden borne by the State. When 810 over
Government do not expect that they

ing past loans - and
in the future, they will find it nece 3 tire the PBeOY of lo s
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Ordered also that copies
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General anqd Comptrollers ;Accoun!;ants.
‘mation. )

(Signed)  J, , FINT,
Secretary to the Gopermmac) o Indig

* Except Comptroller, Post Office,

OrDER—No, 952, Financial, dateq 4th December 1895,
Recorded,

(True Extract,)

To the Local and Municipal Department,
» Revenue Department.
»  Accountant-General,

Exd. A, Raitt,
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GOVERNMENT OF MADRAS.

. FINANCIAL DEPARTMENT. >

-
Reap—the following paper :—

N T the Local and
. 30th November 1894, No. 1375, fr?rm_ Ik
Memg;amiiélim;l (Lllgtgzizrtment, transferring letter from the Chalrma:_l, Mumgl’lﬁi
; Col:lnncilp Tuticorin, dated 25th Sept'eml?er 1894, No. 383, submitting rej
‘on the \,vater-snpply scheme of Tuticorin, -

Orper—dated 14th February 1895, No. 1561, Finanecial. i
The Government of India will be addressed. 3

‘ (Truo Extract.) ‘ ;
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To the Local and Mnnii)ipn.l Department. . i

Exd, A, Raitt.
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Rate of Interest on Provincial
Loans and Advances.

ia be

irecti the Government of India
Dmct:in 1gn ﬁ:: to the rate of interest payable
addfr’msv('aincial Governments 0 Imperial revenues
21{ th?mean outstanding balances of their advance

1 3} per
ts bein reduced from 4 to
;1:1(11: lgvgtl:lha:ff(;g: éom tghe 1st August 1892,

L)

No. 5274-A.
~ . GOVERNMENT OF INDIA,

( /FINANCE AND COMMERCE DEPARTI\IENTﬁ

(“ACCOUNTS axp FINANCE. __

Loans, &c: )
e

RE §,..0’t;'fl-f TION (é [&Q .

. -

/Sm'li{,f the 5th November 1895’ :

Bass . & The Governor General in Council Had*recently- under, consideration the

® . Podd

question whether and to what extent Government can extend to Municipalities

and other debtors the relief that they have themselves obtained in the matter of

rate of interest by the conversion of the 4 per cent. loans into 3} per cents ; and it

| has been decided that it is too soon now to make any concessibn in the jmatter.

Before the Government can decide whether any concession should be made

there ought to be much more assurance than at present exists_that the present

state of the money market is not altogether exceptional (as n some Ipspects it

undoubtedly is), and that when the depletion of their balances causes. them to

resume the practice of occasional borrowing, they will be able to raise money on
as favourable terms as the present state of the market shows th®m to be.

2. The Government of India take the present opportunity to remove certain

i%) misconceptions that appear to exist n regard to the actual burden that Govern-

ment have to bear at present on account of their public loans and in regard to

! the measure of concession that can in ordinary course be made to local bodies
¢ in respect of loans by Government. .

ol 3. In the first place it isassumed in some quarters that the Government

g
e /
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“ a1 now pay only 3} per cent. on their present rupee debt. ‘But it should be under-
e i stood that a great part of the present debt has been raised at a discount, and the
<R i Government have— s
N ﬁg ; (1) to pay 3} per cent. on the nominal value;

- (2) to undertake the obligation of repaying the nominal value and not
the amount they actually received.

The Government have also to pay a considerable amount in respect of the

: , management of the debt. The Government are not willing to admit “that when

> they pay 35 per cent. interest on the nominal value of their loans they pay less

wl‘q ﬁ‘”’ than 3% per cent. upon the actual amount of money they raise ; or that they can
‘J\ f? lend “even on equal terms unless they charge 3% per_cent. upon the amount they

bt "yl lend.

w 4. In the second place it should be borne in mind in connection with this
subject that the Government cannot be called on to depart from the usual busi-
ness practice of adhering to the terms of a formal engagement already entered
into and from the usual practice in connection with State loans of requiring a
margin over and above the burden borne by the State. When the matter comes
up again for consideration, the Government do not expect that they will be able
to agree to reduce the rate of interest settled in the engagements regarding past
loans ; and, in respect of loans to be granted in the future, they will find it neces-
sary to require the payment of a rate of interest higher than that paid by them
on the public debt. Whatever the measure of the credit of the State may be
there is no doubt that it is diminished to some extent, however small, by being
placed at the disposal of local bodies, and this diminution justifies the additional
charge made to the local bodies which borrow from it.

B . ™

o o ANl 4

: ORDER.—Ordered, that this R(_:solution be communicated to all Local
overnments and Administrations for information and guidance in continuation

"t P 'of circular order No. 636-A., dated the 6~lh February 1895. -

Ordered also tha??:c')gies of the Resolution be forwarded to the Comptroller
' and Auditor General and to all Account-
ants General and Comptrollers,* for infor-

ke,

# Except Comptroller, Post Office.

mation.

Secretary to the Goverstment of India.

s — .
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