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III ACCOUNTS AND OPERATION OF THE CENTRAL BANK:.-

Fxnancnal accounts - of - the Central Bank for the year 1973 are glven in
Table 19 in AppendixIll, The main changes in comparison with 1972 as at
the end of December 1973 were ;| :

CHANGE‘
(Rs. . Million)

Total Demand Liabilities + 1288.5
Currency Circulation + 208-2
Demand Deposits + 187.3
Borrowings Abroad - 107-0
International Reserve + 195-1
Domestic Assets’ + 233.6

+ Increase ~ Decrease

. The Central Bank's rates for Sterling, Indian Rupee and U. S. Dollar were
revised during the year. At the end of the year, thc rates were as follows -

. T.T. T.T,
Sterling Buying Selling
(per 100) Spot . .
Forward Rs. 1559 7/8 - Rs. 1563 3/8
(Upto six months) . 21/32 of a . . 2132 ofa
rupee per month rupee per month
' : -discount against premium against spot
Indian Rupees spot - - :
(per 100) Spot ) ,
Forward Rs. 62 15/16 . Rs. 83/~
R (Upto six months) "1/32 of a rupee 1/32 of a
“per month . rupee per month
discount premium against spot
U. S. Dollar . against spot
(per 100) - Spot ’ . .
Forward Rs, 674 1/4 Rs, 674 1/2
(Upto three months) * Rs. 674 1/4 ~[50 cts per month

prémium against spot

* Ovyer three months and upto six months on specific application to the Central Bank.

Forengn Exchange transactions of the Central Bank dre shown in Table 24
in Appendix III. : .

The Central Bank’s rate of interest on advances against Government Securities
and against usance promissory notes relating to commercial and production loans
remained unchanged at 63% per annum. The rate of interest on Central Bank
advances to commetcial banks against the pledge of usance promissory notes
in respect of advances granted to Co-operative Societies to finance the
purchase of .paddy under the Guaranteed Price Scheme and for the purchase,
sale or storage of locally grown agricultural products remained unchanged at

39 per annum. The rate of interest on Central Bank advances to commercml'

. banks secured by the pledge of usance promissory notes of Co- operative Societies

relating to the production of paddy, vegetables and other specified crops
continued to be at 14% per annum, provided that commercial banks which
availed themselves of this facility did not charge more than 8% per annum
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(subject .to a.rebate of 3% per annum if payment is made on the due date) from
the makers of the promissory notes. The Central Bank's discount rate for
Treasury Bills continued to be at 3% per annum over the last accepted average
tender rate. )

Foreign Currency Notes:

The Central Bank continued to purchase specified foreign currency notes
from commercial banks operating in Sri Lanka at prescribed rates. The Central
Bank also offered to sell specified foreign currency notes to commercial banks at

presctibed rates.

Credit Guarantee Scheme:

Under this Scheme, the Central Bank, on behalf of the Government
guaranteed payment upto 759 of the amount in default in respect of loans
granted by commercial banks to Co-operative Societies for the purpose of the
cultivation of paddy, vegetables and other specified crops. A guarantee fee of
one half of one percent is payable by the commercial banks. In 1973, the
Central - Bank guaranteed loans granted by commercial banks totalling
Rs. 172,729,000/-.

Medium and Long Term Credit:

The rates of interest on refinance loans granted by.the Central Bank to
credit_ institutions under the Medium and Long Term Credit Scheme remained
unchanged as follows:~

(a) for the promotion or development of agriculture or industry 64 per
cent per annum;

(b) for the modernisation of tea factories and for construction of new
factories where the Tea Controller meets a part of the interest payable
on such loans:

(i) 6 per cent per annum in respect of local costs;

(ii) 8 per cent per annum in respect of foreign exchange costs:

(c) for the promotion or development of trade, commerce, or business
74 per cent per annum.

Refinance loans totalling Rs. 12,112,057/~ were granted to credit institutions
during the year.

Currency Issue:

At the end of 1973 the total currency circulation stood at Rs. 1653-0 million
which indicates an increase of Rs, 208-2 million as compared with the figure as
at the end of 1972. There has been an increase of Rs. 203.3 million in the
note circulation and an increase of Rs. 4.9 million in the coin circulation. The
jincrease in the note circulation is mainly in" the - denominations of Rs. 100/- and
Rs. 50/- while the lower denominations have not changed appreciably.
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During the vear, Rs. 1/- and -/50 cents coins of a new design were issued-
These coins bear the .Armorial Ensigns of the Republic of Sri Lanka on the
obverse and the word Sri Lanka on the revetse ms;ead of the wotd Lanka as

“appearing on coins of the earlier issues. _ S
Bank Debits Tax: . s

The Central Bank contlnued to be resporfsxble for the collectlon of Bank
Debits Tax.

Compulsory Savings:

The Central Bank continued to be the custodian of the moneys collected
in terms of the Compulsory Savings Act No. 6 of 1971 ‘and administered the
Compulsory Savings Fund on behalf of the Government. During 1973, the
Bank also became the custodian of monies collected in terms of the Ceiling on
Income and Compulsorv Savings Law No. 15 of 1972.

Foreign Exchange Entitlement Certificate Scheme:

The Central Bank continued to administer the Forcxgn Exchange Entntle—
ment Certificate Scheme on behalf of the Government.

Income and Expendlture

The income of the Central Bank for the year amounted to Rs. 93 293 ,000
and expenditure, including allocation to reserves and prvisions for depreciation
on the value of the Bank buildingand office fumiture, acounted to Rs. 92,293,000

" The net profit of Rs. 1,000,000 was carried to'Surplus in terms of Section 39 (b)
of the Monetary Law Act.

Bank Supervision

.In the year 1973, the Department of Bank Supervision examined 6
commercial banks under Section 29 (1) of the Monetary Law Act, thereby
examining every .commercial bank in Sri Lanka for the examination period

1972/73.

: The Department continued to perfotm. functions connected with the
administration of the Bank Debits Tax Act No. 27 of 1970, and-~8 offices of

banks were inspected.

The Developmeht Finance Division continued. to. be engaged in the appraisal

“of loans in respect of which refinance was sought from the Medium and Long
Term Credit Fund of the Central Bank. These loans were mainly for the purpose
of financing tea factory modernization, the foreign exchange costs of which are
met from loans made available for the purpose by the Asian Development Bank.



