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ACCOUNTS AND OPERATIONS OF THE CENI'RAL BANK

»'}'.»
kg

ACCOUNTS AND BANKiNG OPERATIONS o

The Balance Shiéef of the Central Bank as at 3Ist December, 1985 and the - Pgoﬁt
and Loss Account for the y&r ‘ended 31st Deceriber, 1985 are shown i in Table 2.1.

At the end of 1985, total assets/habxhtles of the Central Bank stood at Rs. 4l 158 6
million, registering an incréase of 23.7 per cént aver their level last year. : * The'incréase
in assets resulted from a rise in Domestic Assets (41.7 per cent) mainly on‘account
of an increase in Government and Government Guaranteed Securities 4nd a sub-
stantial increase in Other Assets and Accounts. The International Reserve, however,
fell by 9 per cent to Rs..11,429.6 million. Durmg the same period, the liabilities.of
the Bank rose mainly on account of an mcrease in the categories Other Lnabnlmes and
Accounts (33.1 per cent), increase in Deposxts (169 per cent), Currency i m Circulation
(17.9 per cent) and Central Bank Securmes ( 109 6per cent)

RIS

increase of 21.0 per cent over the previous year.’ After makmg allowances for
expenditure and allocations to Reserve Accounts and provision for Depreciation, the
net profit of the Central Bank amounted to Rs. 1,789.0 milliodi. A sum of Rs. 10
million was transferred to the Surplus of the Bank in terms. of Section 39(b) of the
Monetary Law Act. The balance amount of :Rs. 1,779.0 miillion was paid to the
Government in terms of Section 39(c) of the Monetary Lat ‘Act té-be applied in part
hquldatnon of outstanding Government obligations to the Central Bank.
Foreign Exchange Operatlons

The Central Bank continued to determme the dally spot. buymg and. sellmg rates
of the U.S. Dollar against the Sri Lanka Rupee for its transactiéns with: ﬂiecommer-
cial banks ; it purchases and sells U.S. Dollars on a spot baswat the buymg and
sélling rafes so established. As af the énd of December 1985, the spot buying and
selling rates per one U.S. Dollar were Rs. 27 4000 and Rs 27.4150 respectively.

v The Central Bank contmued to provnde forward cover to commercial banks
for their sales and purchases in U.S.-Dollars agamst SriLanka Rupees. The period of
such cover is upto three months. As at the end of : 1985, the Central Bank purchased
one month forward Dollars at the spot middle rate and sold them at a premium of
SL Rs. 400 per US $ 100 against " the spot middle rate. Three month forward
U.S. Dollars were purchased and sold at’a discotnt of SL Rs. 0.50 and a premium
of SL Rs. 20.00 respectlvely per US $ 100 agamst the spot middle rate.

Asian Clearing Union

The total value of transactlons routed throzugh the A51an Clearing Union facility
during the year under review amounted toRs. 5 960 1 mllhon as agamst Rs. 7,370.5:
million in the previous year.

Settlements during the year resulted in a net- payment of - Rs: 914.5 “millfon’ f‘or"
the year as agamst a net recelpt of Rs 156: 1 nulhon for- the year 1984 B



Accounts of the Central
Balance Sheet as

31st December, 1984
Rs. Rs.

LIABILITIES

31st December, 1985
Rs. Rs.

15,000,000
69,000,000

9,218,548, 130

"381, 489 551

1.344,326,827

84,298,409
4,025,540,681

'8,075,581,166

57,181
590, 214 937

84,000,000

11,120,019,201

112,723,480
775,000,000
110,000,000

11 012 747,

9,600,037,681 |

557,315,000 §.

33, 271 842,605

Capital Accounts
Capital
Surplus

Currency in Circulation
Notes .
Coins

. | Deposits

Government
Government Agencies
and Institutions
Commercial Banks .
International Organisations,
Foreign Government and
Foreign Banking
Institotions
Compulsory Savings
Fund excluding
Rs. 115,119, 625
invested in
Treasury Bl"s
Others .

Borrowmgs Abtoad .

Medium and deig Term
Credit .

Capnta.l Contubutxon

- Accounts

Central Bank Securities

_ Other Liabilities .

. . . and Accounts

i JIO,763,800,798
. 555,634,845

A, 190, 716 74

15,000,000

70,000,000 85,000,000

11,319,435,643

2,119,925,142

85,447,855
5,490,156,739

4,108,963, 586

54,476
12,995,264,522
5,992,891
775,000,000

150,000,000
1,168,125,000

14,659,800,056

41,158,618,112

Profit and Loss Account

31st December, 1984

Rs.

Rs.

1,000,000

1,500,461,262

1,660,250,639

1,501,461,262

3,161,711,901

To . Genetal Charges (mcludmg
Salaries, Expenditure ‘on Curr-

" ency Notes & Coins and Depre-

ciation on Land & Buildings &

Office Fumniture) and Alloca-

tions made in terms of Section

38 of the Monetary Law Act.

Net Profit for the year ended
31st December; 1985

1To Monetary Adjustment Acco-l’

lunt in Liquidation of Balance in
terms of Section 39 (a)of the
Monetary Law Act.

Carried to Surplus in terms of
Section 39(b) of the Monetary
Law Act.

JTo part liquidate Outstanding

Government Oblngatxons to the
Central Bank in terms of Section
39(c) of the Monetary Law Act.

+  31st December, 1985
Rs. Rs.

1,882,274,433

153,735,000
10,000,000

1,942,735,000

1,779,000,000

3,825,009,433

" "TAE ACCOUNs Of the Central Bank of Sri Lanka for the year ended 31st December, 1985 were
audited under my direction in pursuance of Section 154(1) of the Constitution of the Democratic
Socialist Republic of Sri Lanka read in conjunction with Section 13(1) of the Finance Act No. 38
of 1971 and Section 42 (1) of the Monetary Law Act (Chapter 422),

My report to the Minister of Finance required in terms of Section 42(2) of the Monetary
Law Act (Chapter 422) will be submitted in due course.

Auditor - General’s Department,
Colombo-7.
11th April, 1986.

D. H. F. Hewagamage
Acting Auditor-General
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Bank of Sri Lanka ~ 1985
at 31st December, 1985

TABLE 2.1

ASSETS

31st December, 1984 31st December, 1985
Rs. Rs. Rs. Rs.
o Initernational Reserve =~
L. Cash and Balances = - S : - T
9,842,850,625( | Abroad - ..l8328,092,8% . - .
‘ *Poreign Securitiesand '~ - - |- - '
2,715,646,847 Treasury Bills .. | 3,099,913,49
.1 Holdings of Special ) . .
5,417,574 12,563;9_15;046 Drawmg nghts 1,564,189{11,429,570,516
* ~{ - PR . STt ST o lv;-u:;
sz~ § Domestic Assets . ‘
Loans and Advances ]
4,043,461,262 to Government 4,218,176,362
to Others—Medium and :
649,853,108 . Long Term - 692,501,865
1,662;301,280“‘ TR B —Short Termi * - |'1,444.475.344 °
. N o Govemment and . . . ,
R ] 0 . P Govel‘nment o~ - ) - .
l 20.2674 o ol o Guaranteed Securmm ++ 118,542,423,324| -
I Contributionsto. .., . - |- .
i Financial and Other - ) L o
110 000, 000 17,671,290,251 Institutions e 150,000,00025,047,576,895
3,036,637,308 | Other Assets and Accounts 4,681,470,701
o *Includes securities acquired T
] from Government Institu-
tions on 1st February, 1964
- at a face value'of -
Rs. 5,527,675 and on 24th. :
May, ’1965 at a face value.of §,
Rs. 57,450 (the.estimated * ’ '
o . market. values of . these. - T !
P securities were . -
o Rs. 2,933,697 and )
Rs. 34 340 respectively as .
B T onthgsedates) . . o =
- |33,271,842,605 . 141,158,618,112 .
For the: year ended 3lst. December, 1985 L
2 Blst: ljecember, 984 - f i . - -] 31st ggge-mbﬁ’
:fii'f “ Rs/ o . - ‘RS,
"0 13,161,711,901 | By Interest, etc. Earned " 13,825,009,433
N S B A e - ey g T
3,161,711,901 ' 3,825,009,433
Warnasena Rasaputram N. A. Dharmabandu
Chief Accountant

Governor,
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Prlor to August 1, 1985 exchange rates for the currencies of ACU member
countries were ' announced once in 10 days,le on the 1st, 11th and !21st of each
month. This system ‘was changed with effect from August 1, 1985 when the rates for
all ACU currencies began to be announced daﬂy

- Sales ‘and’ purchases of currencies both spot and forward upto six months
contmued The currencies involved are Bangladesh Takas, Burmese Kyats, Indian
Rupees, Iranian nyals, Nepalese Rupees and ~Paklstam Rupees.

Short Term Credlt . :

The Central. Bank’s rate of interest (Bank Rate) on short term advances to
commercial banks secured by the pledge of .Goy,ernnieli't and Government Guaranteed
Securities and against the pledge of usance prom:ssory notes relating to commercial
and production loans was reduced from 13’ per cent per annum to ll per cent per
annum as from December 30, 1985. en BT

The Central Bank’s acconimédat}on ‘to Commercial banks under the refinance
scheme for exports continued to be in operation throughout the year. However,
several amendments were made to the schedxe of refinance under Category II with
effect from February 1, 1985. Refinance under Category II was granted on the same
basis as refinance granted under Category I. and the facility of discounting promissory

notes tendered to commercial banks by their customers for refinance under Category
II was withdrawn. The rate of interest in respect of refinance for exports under
Category II was reduced by 2 percentage points from 10 per cent to 8 per cent per
annum. Furthermore, the period of refinance for exports that fell under this category
wds extended to 90 days.

With eﬂ‘ect_from, December 30, 1985, the rate of interest on the Central Bank’s
refinance loans in respect of exports was reduced by 2 percentage points to 11 per cent
per annum and 6 per cent per annum for Category I and Category IT respectively.
The Central Bank continued to refund 4 percentage points per annum on the interest
charged on refinance loans to be passed on to customers when the sale proceeds of the
related exports are received in Sri Lanka within stlpulated time limits.

The rate of interest on Central Bank advances to commerc:al banks against the
pledge of usance promissory notes of co-operative societiés or of individuals relating
to the production of paddy, vegetables and other specified food crops continued to be
at 1.5 per cent per annum. The rate of interest on the Bank’s advances to commercial
banks against the pledge of usance promissory notes in respect of advances granted
to co-operative societies, agrarian service centres and to authorised persons to finance
the purchase of paddy and for the purchase and storage of certain other specified crops
grown locally remained unchanged at 3 per cent per annum.

Medium and Long Term Credit

During the year 1985, the Central Bank continued to operate the scheme of re-
finance under the Medium and Long Term Credit Fund. _The rates of interest applica-
ble to refinance loans granted under Categories II, IIT & IV of the Medium -and -
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Long Term Credit Scheme of the Central Bank' were reduced by 2~ percentagé
points. _As the tounst mdustry of the country faced problems.during the year, the
CentraI Bank commeneed a. reﬁnance Scheme, under the Medlum and Long Term
Credrt Fund for reﬁnancmg the capltahsatlon of overdue mterest and loan n;nstalments.
The balance in the Medlum and Long Term Credrt Fund stood at Rs, 775 nulhon of

STAl

wh‘bh Rs 692 5 mllhon was drsbursed and outstandmg frpm credlt 1nst1tut10ns L;
I ; LA

P L. . » I 3 v - B . o -~ M Pl
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Commercial Bﬁnk Credit *

. The credit ceilings. enforced jn, 1984. contijnued 1o be in operation during 1985.
In terms of these cerlmgs, the Central Bank requlres all commermal banks to ensure
fhat—-;:, ,4~,'1.._'_. N

Coan TRl s alinie LI S BT
L A RERAVEL TREN AL LT SRR A I ;)‘A\-lr LN “.\‘._

(a) the total amount of advances granted. for t.he lmportatlon of-nonzessentjal
1tems does not exceed advances grantfd and outstandlng as on March 23

(b) credit is not extended to single importers beyOnd the levél Outstandmg 45 on
 March 23, 1984 in respect of non-essential imports;

and 0t S avT T sl S

(c) the total advances granted and outstanding to the private sector-other than
for exports and agnculture do_not exceed more than 5 per cent of the
fotal amount of such advances granted and outstandm as’ on May Il‘ '1984.

S N I O VA S DN

pELE

Reserve Requirements
With effect from August 9, 1985, reserve requlrements relatmg to cqmmerc1al

banks were altered m the followmg manner P e e e
7 oS RS A B R S ER AN ERE IR

(1) the’ teserve ratib on demand deposrts was rarsed by 2 peﬂ:éritage pomts to
18 per cent ;

(2) the reserve ratio on time deposits accepted for penods less than 90 days
e ‘was rarsed by 4 p’ercentage pomts to 127 per “cent

W (SR P S N R .'.:Iez- 4

(3) the reserve: ratios on tlmezdeposrts other than {2) abOVe and savmgs de'pos]ts
were“ ralsed by 2 percentage pomts to 10 per cent A

I YR ST S NS A NI OEN

and

(4) commercial banks were permitted to hold bonds issued by the Devélopmetit:

w11 ~Finance :Corporation of Ceylon Limited upto a ‘maximum of one-eighth of
~-their reqmred reServes agamst their: totathme and savmgS‘deposrt habrhtres
'xr i Gt iy mnosaep LD fnc itToee”

Wrth eﬁ'ect frOm September 13 1985 'the. i'eserve ratio on time deposits: accepte‘d
for periods less than 90 days was raised by 2'pefceritage poifitsto 14 percent.’

S,



¢ vi)

Secondary Market Operations in Treasury Bills

The Central Bank continued its transactions in Treasury Bills in the secondary
market. Sales increased sharply from Rs. 39,835.6 million in 1984 to Rs. 75,844.1
million in 1985. Purchases increased from Rs. 25,677.4 million in 1984 to Rs.37,131.5
millionin 1985. As in the previous year, the significant increase in the operations
under this scheme was mainly due to the continuation of the narrowing yield differential
between Call Money Market rates and the Secondary Treasury Bill Market rates.

“The interest rates in the Call Money Market during the year v_aried between 10.5
and 16.75 per cent per annum whereas the discount rates applicable for Secondary
Treasury Bill Market operations varied between 11.3 and 14.2 per cent per annum.

Subsidy and Ex-gratia Payment to Indian Repatriateé

" The Bank continued to operate, on behalf of the G_nvcrnment, two schemes to
expedite the repatriation of estate workers of Indian origin covered under the Indo-
Ceylon Agreement of 1964. These were—

(a) the subsidy scheme in terms of which a sum equivalent to 65 per cent of the
authorised remittance or part thereof is paid to such repatriates ;
-

and

(b) the scheme under which an ex-gratia payment of Rs, 500 plus 65 per cent
thereof per repatriate is paid as an incentive for these workers to leave Sri
Lanka. L

The Bank operated these two schemes through the commercial banks. Under
the subsidy scheme, a sum of Rs. 0.3 million was paid to repatriates during 1985. The
total amount of ex-gratia payments made in respect of 1,710 repatriates who left the

Island during the year amounted to Rs. 1.4 million.

Compulsory Savings Fund

The Central Bank continued to be the custodian of the money collectedm terms
of the Compulsory Savings Act No. 6 of 1971 and the Ceiling on Incomeé and Compul-
sory Savings Law No. 15 of 1972 and administered the Compulsory Savings Fund
on behalf of the Government. During the year, the Bank paid out to contributors
Rs. 2.6 million (inclusive of interest) on 392 refund applications received. '

Govemment Accounts : :

As banker to the Government, the Government Accounts Branch of the Banking
Department continued to maintain accounts of Government Departments, Govern-
ment Agencies and Institutions, and certain statutory bodies. The number of
operative accounts in the Government Accounts Branch as at end of December, 1985
was 160 (Government Departments 145 and Others 15).




CURRENCY ISSUE- -

" 'The total currency in circulation as at 31st December, 1985 stood at Rs. 11,319.4
million. This is an increase of Rs. 1,719.4 million over the figure at the end of the
preceding year. ‘Notes and coins in circulation during the year mcreased by
Rs. 1 545 3 million and Rs. 174.1 million respectlvely

- An unsettled pattern of demand for notes of the higher denominations-Rs. 50,
Rs. 100, Rs. 500 and Rs. 1,000, - emerged during 1985. While the Rs. 1,000 note which
registered a drop of Rs. 241 million in 1984 picked up significantly resulting in a
40 per cent-increase in circulation, the demand for the Rs. 500 and Rs. 50 denomina~
tions remained more or less static. On the other hand, circulation of the - Rs. 100
note mcreased apprec1ably in 1985 '

The demand for coins of all denommatlons (other than the 1ct. and 2 cts)
continued to grow in 1985 and the Bank has taken steps to mamtam adequate reserve
stocks to meet rlsmg demand

The new coins of the Rs. 5 and Rs. 2 denominations were issued into circulation
in replacement of the notes of these denominations in January 1985. The Rs. §
and Rs. 2 notes will however, circulate side by side with the coins and will be gradually

' w1thdrawn from circulation’ after they serve thelr useful note hfe o

BANKING DEVELOPMENT

There were 25 commercial banks operating in Sri Lanka as at end 1985 compn-.

sing 4 domestic banks and 21 foreign banks, with a network of 600 main branches.
Tn addition, there were 907 Rural Banks and 53 Agricultural Service Centres, Two

representatlve offices. of foreign banks, and two merchant banking compames were.

also carrymg on busmess in the country

During the year 1985, 14 new commercial bank branches were opened and these
belonged almost entirely to the two state sector banks. The People’s Bank opened 4
branches (including the Kebithigollewa branch which was reopened in January 1985)

and closed its foreign branch at Slave Island, bringing the total number of its main.

. branches to°293. The Bank of Ceylon opened 9 branches (including the Hakmana
Agrlcultural Setvice Centre which was upgraded to a main branch)-while its Uyllan-
kulam and Kantale Sugar Factory branches were merged with nearby branches
in the vicinity for security reasons. Thus, as at end 1985, the total number of bran-
ches of the Bank of Ceylon stood at236. In addition, the Commercial Bank of Ceylon
opened a new branch office in ‘Colombo in January 1985, bringing the total number

of its branches to 14. With these deyelopmients, the total number of branches of all

commercial banks stood at 600 as at end 1985. During the year, the National
Savings Bank also opened 4 branches at Maharagama, Deniyaya, Akuressa and
Nuwara-Eliya bringing the total number of its branches to 56 as at end 1985. ‘As
in the previous years, branch offices were moved to .more spacious or' convenient
locations. In 1985, 19 domestic branch offices and 3 forelgn branch ‘offices were 30
relocated.-

PR
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The year 1985 witnessed a land-mark in banking development in Sri Lanka with
the- establishment of Regional Rural Development Banks (RRDBs). The primary
objective of RRDBs is the promotion. of rural banking and rural development in
Sri Lanka. . These banks will have specific areas of operation, which at present
dre confined to districts. Durmg the year,. four RRDBs were opened at Bulathsin-
hala, Kuliyapitiya, Yatiyana-Meda Uyangoda and Mihintale, as principal places
of .business, with the-areas of operation spreading .over the districts of Kalutara,
Kurunegala Matara and. Anuradhapura respectively. In addition, 17 branch offices
of RRDBs ‘were opened during the latter -part of 1985. These consist of 4 branches
each in the Kalutara and Matara dlstncts, 6 branches in ‘the Kurunegala district and
3 branches in the Anuradhapura district. .

In pursuance of the policy of establishing Regional Offices with the objective
of providing qutposts from which the Central- Bank’s. functions-in certain spheres
could be better. unplemented and. co-ordmated the Central Bank opened - its third
Regional Office at Matale in December, 1985, to serve the needs of the districts of
Kandy, Matale and Kegalle. The first and second branches were opened at Matara
and Anuradhapura in 1981 and 1982, respecnvely

The Central Bank in pursmt of a pohc.y to encourage modemxsatxon of the
bankmg sector and with.a view to 1mprov1ng customer services, granted the Hongkong
and Shanghai Banking Corporation, permission to install Automatic Teller Machines
(ATMs) at its Head Office and within the Mumc1pal limits of Colombo on ‘an
around the clock ba51s o :

) As a Step towards computensmg of the banklng services, the Central Bank
thh the co- -operation of commercial bariks, has taken initial steps to set up an Auto-
matéd Cheque Clearing System in order to speéd up cheque clearing operations. The
new system will reduce the time involved in the present cheque clearing process and
increase the volume of cheques that could be handled. :

BANK SUPERVISION

"In 1985 the Central Bank concluded the exammatxon of twenty commercxal
banks under Sectlon 22(1) of the. Monetary Law Act, thereby completing the.
examination of every cominercial bank operating in Sri Lanka during the 1984—1985
examination ‘period. Furthermore, the financial condition of all commercial
banks was momtored on the basis of Statements of Assets and Liabilities furnished
bythe ‘banks at the end-of each month. The profitability of the banks for 1984
was evaluated on'the basis of returns furnished by them. The Bank also ‘monitored
the training facilities prowded “by* foreign banks operating in Sri ‘Lanka to their local
oﬁicers w:th a vxew to reducmg the number -of* expatnates employed in these banks.

! The Bank was! also engaged in - the supervision and examination ‘of Finance
Companies registered with thé Monetary Board under the provisions of the Control
of Finance: Companies Act No. 27 of 1979. The examination of three finance com-
panies under Section 15(1) of the Act commenced during the year 1985. Applications
for registration under the Act received from finance companies were evaluated and-
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six companies were registered with the Monetary Board-during the.yédr. “Thé monthly -
statements of total deposit liabilities, total liquid assets, and anmual profit and Joss
accounts. and balance sheets furnished by finance: companies: were.".analysed; : with
particular attention to compliance with directions’inade by.the NMonetary: Board if
respect of liquidity, capital fund ratios and transfers to reserve funds.

The programme of momtormg the transactxons of Forelgn Currency Banking
Units established by commercial banks under the Forelgn Currency Banklng Scheme

contmued durmg the year under review: . R

DEVELOPMENT FINANCE Gande it et L

Demand for medium and long term reﬁnance loans under the Mediym and Long
Term Credit Fund (MLCF) of the’ Central ‘Bank COntmued to remain moderate in
1985, and total-approvals of refinance under Categones 11,111 and IVy aniounted to
Rs. 143.6 million. Category I.of the MLCF is administered by the Rural-. Credlt
Department. The major share. .amounting to Rs. 102 million was approVed l;‘or the
rehabilitation of sick industries including capitalisation.of interest in arrears on lJoans
granted by commercial banks to tourist hotels, A breakdown of refinance approvals
is shown in. Table 22" Demand fot ‘fund§'by other ‘séctofs remained: low argely
perhaps owmg ‘to the. comfortable liquidity position in the banking’ secfor ‘

In view of the serious. liquidity problems- confronted by..the tourist:industry,
on the basis of a. Government ipitiative the Central Bank announcéd !a:packagé of
rellef measures in' mid ‘1984, Under this-scheine-hotels. were eligible. to:receive a:
moratorium on the repayment of prmcxpal and interest.on. loans upto-March 1987,
to be followed by a rescheduling of outstanding debt.over an extended:period and:
refinancing of 60 per cent.of the interest in arrears by the Central Bank.: Considering’
the continued slump in tourism the moratorium was extended td March 1989, with a:
further concession of 100 per cent rescheduling of loans as against 80 per cent allowed
earlier. Also, an interest free loan was granted by the Governmerit to méet'the working
capital needs of worst affected hotels as indicated by their rate of occupancy. Finan-
cial relief in the form of rescheduling of loans aggregatmg to Rs. 332.8 million was
completed with respect to 57 hotel projects. Similafly, reéscheduling is:under considera+
tion for another 40 hotels with an outstandmg loan balance of Rs. 150.2 million.
Interest in arrears in 41 hotels aggregatmg to'Rs. 75 6 mxlhon,was capitalised by banks
and refinanice was claimed and approved by the Central Bank. The progress made_
under the scheme for relief to tourist mdustry is shown in Table 2, 3" Anothet signi>*
ficant development-with respect to the MLCF was the dec1510n taken by 'the: Gentral.
Bank to provide refinance facilities for the domestic finandé component of i mvestni.ents
under-the' Medium Term Investment Programme (MTIP) for the plantatron sector,
to the extent of Rs. 260 mllllon :

The utrlrsatron of funds avarlable for the mﬁnance of loans granted by comnter-,
cial banks under the Small and Medium Scale Industry Credit Guarantee Scheme’
(SMI-11), 1mproved in the course of 1985, wrth monthly approvals mcreasmg to Rs.30
mllhon in-the latter half as compared w:th Rs 10 mllhon in the earher perlod The
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additional incentives granted to banks. Also, commencing June 1985, the maximum
loan size under SMI-II was raised to Rs. 4 million from the earlier Rs. 2 million.

This increase was supported by an increase in the guarantee cover given by the Central
Bank from Rs. 800,000 to Rs. 1,200,000. .

TABLE 2.2

Medium and Long-Term Credit Fund

(Approvals of Refinance under Categories II-IV)

Rs. Million
1983 1984 1985
Catego: -
egory Loan Amount Loan Amount Loan Amount
Amount| RefinancedjAmount | Refinanced] Amount| Refinanced
1T Export Sector 43.7 36.5 {113.0 79-1 13.7 9.0
Il and 1V . .
(a) Agriculture 27-8 19.2 0.1 0-1 2.6 1.6
(by Industry 9.7 7.0 98.2 49.1 38.9 27-2
() Hotels 13.2. 8.6 — — —_— —
(d) Others 5.8 3.5 2.2 1.3 6.5 3.9
Rehabilitation of ) ‘
sick industries —_— —_ —_— - 1 145.5 101.9
Total 100-2 74.8 |213.5 | 1296 | 207.2 143.6
Source: Central Bank of Sri Lanka.

Thefollow-up activities associated with the three guarantee schemes implemented
by the Central Bank were intensified in 1985. A total of 81 projects were subjected
to ditect inspections. More active follow-up by the Central Bank has contributed
to an improvement in recovery and the rehabilitation of sick units. The number
of loans with more than 3 instalments in arrears under the two SMI schemes demons-
trated a progressive decline in 1985 with the number of such loans falling from 850

in 1984 to 701 in 1985.

TABLE

2.3

Relief to Tourist Industry - Rescheduling of Loans in 1985

Interest in arrears

Rescheduling Rescheduling under financed by -
, completed consideration refinan y
Name of credit institution : . Central Bank P
No. of Amount No. of | . Amount Amount
Hotels (Rs) { Hotels (Rs) (Rs.)
Development Finance - N
Corporation of Ceylon..] =25 132,686,710 —_ — 36,861,290
National Development
Bank 10 | 105,678,568 e 33,296,389
People’s Bank — — 22 87,634,783 -Not claimed
Bank of Ceylon 09 51,350,835 10 38,186,975 Not claimed
Hatton National Bank 05 24,489,469 — — 3,693,665
Commercial Bank 04 4,941,450 08 24,383,776 Not claimed
Grindlays Bank 01 6,964,285 — —_— Not claimed
Habib Bank o1 1,633,968 —_ —_— " Not claimed
State Bank of India 01 2,077,702 — — Not claimed -
European Asian Bank 01 3,059,256 — — 1,833,943
Total 57 332,882,243 40 150,205,534 75,685,287

-Source: Central Bank of Sri Lanka.

4__‘



g LT

TABLE

2.4

Central Bank Credlt Guarantee Schemes (1984—1985)

(As at 31st Deeember 1985) (Amount in Rs. Mn.)
N A ' Small and Medxum Scale Industnes R
~ Small Scalée Inc,l;_lstries
o 8.8 1) 2
Lot i sMI-—I SMI—-II
L 19843 1985 1984 - - 1985 1984 1985°
: No. | Value |. No..'| Value | No. | Value| No. | Value | No. |-Value | No. | Value
Loansgranted - A der P2 | 161 |12 | 1657 [282.3 | 1664 (284-1 | 371410 - | 831 [382.3
Loans guaranteed .| 767 23:4(a) 767 - | 23.4(a)| 1657 |155-5(c)| 1664 |156-4(c)| 372 | 77-4(d)| 831 |204-7(d)
Loans.fully repaid . LK aar e | s08 | 172 476" | 28-6 |-. 691 | 51.2 1|13 |23 4.1
Guaranteeswnhdrawn/lapsed ] el 3.6 ‘62 3.6 - 45 | 11.4 - | - 45 | 114 15 1 24 (.23 | 69
Claims admitted/settled ' C o R IEECEE I R CUR IR SN R
() Loans outstanding 35 |1.25 |. 47 2.0 .50 | 3.04]: 95 {10-835 | Nil Nil -Nil Nil
Gi) Llabxhtyadnntted , 35 1075 |0 47 ) 1.8 .5 |-1.82 | 95 ) 65023 Nil . | Nil | Nil Nil
Clilms rejected - .- S : ‘ : o NUEE SR A
) Loansoutstandmg 3 -1 |02 2 0.22 5 | 158 |- 10 | 6.8 | Nil [-Nil .| " 2.]| 023
(i) ‘Amount claimed" _ ; G105 2 | 016 5] 08 | .10 | 1.66 | Nil ;| Nil 2 01
Loansoutstanding ~ -~ ° . ..J 229 |6 09(b) 148 - | 3-6(b)| 1081 |151- S(b) 5823 [105-8(b)] 346 116 S(b) 783 |371-4(c)
(Of which in arrears) : - 173 (50 {18 [-09 | "619 {91.9 .| 504 |51.9 58 79 | 185
Guarantees outstan mg : o] 229 [ 457a)| 148 | 2.%(a)] 1081 | 86 6(c) 11823 | 60-9¢c)| 346 65 2(d) (783 (231 9(c)
Claims pending ' e B S N = - S '
® Loansoutstandmg 4 23 14 13 .| 0.4 88 |'163 | 60 |141 371022 - 5 osz
(u) Amount clauned 23 1.06 13 1 03 88 | 9.8 69 85 | ?3_' 0. 13 5 0 31
@) 75% of lomoutstandmg ' v Saurce Centml Bank of 'Sri Lanka
() Excluding instalmenits recovered. ” : o .
©) “60/o of loans outstasiding subject to maximum of Rs. 400000
(d) 60% of loans outstanding subject to maximuin of Rs 800000 with respect to loans uptoRs 2000000 and Rs. 1.200000 in respect of loans
7 between Rs. 2-Omillion to Rs. 4.0 million. . ) .
(&) " Including § guarantees transferféd to SMI—I Scheme durmg 1985. ;



Credit Guarantee Operations

A summmy of ¢credit guarantee operations is shown in Table 2.4.

Small Scale Yndustries (SSI) Scheme

-Under the SSI Scheme which commenced in 1978 Central Bank provided guaran-
tees on behalf of the Government for loans disbursed by the credit institutions on
the recommendation of the Industrial Development Board (IDB). By the end of
1981 the issue of guarantees was wound up with the commencement of the SMI
Scheme. A total of 767 guarantees were issued under this scheme, but 508 loans
are. repor'teii to be :fully. recovered and 62 guarantees were considered lapsed or
withdrawn at the end of 1985. Operative loans at the end of 1985 numbered 148 with
an outstanding loan balance of Rs. 3.6 million. ‘Of these, 118 loans were reported to
be in arrears. By the end of December 1985, the Central Bank had settled or admitted
47 claims submitted by credit institutions am6untmg to Rs. 1.5 millipn, while two
claim apphcatxons were rejected. These payments were met from an allocation of
funds in the Government Budget. The premium collections amounting to Rs. 852,000
under this: scheme: were penodxcally credited tp the DST’s account.

Small and Medlmn Indnstry (SMI -I) Scheme

The issue of credit guarantees under the SMI-1 scheme was completed in late
1984 with the full utilization of the IDA line of credit 942CE. Under this scheme
the Central Bank issued 1664 credit guarantees covering Rs. 284.1 million. By the
end of December 1985, 691 loans amounting to Rs. 51.2 million were reported to be
fully recovered. Outstanding loans at the end of 1985 numbered 823 and loan
balances amounted to Rs. 105.8 million. Of these, 504 loans or 30 per cent of the
total number of loans were reported to be in arrears. By the end of 1985, the Central
Bank had settled 95 claims amounting to Rs. 6.5 million submitted by the credit
institutions. The Central Bank has rejected 10 claims amounting to Rs. 1.66 million.

The guarantee premium received under SMI-I at the end of 1985 amounted to Rs. 7.8
million.

An industry-wise classification of SMI-I loans is shown in Table 2.5.

Small and Medinum Scale Industry (SMI-II) Scheme

The second SMI line of credit amounting to US $ 30 million granted by the
International Development Association (IDA) in 1982 achieved slow utilization in
the initial years. However, with the increase of the maximum loan size from Rs. 2
million to Rs. 4 million and the wider spread offered to participating credit institutions,
approvals of loans indicated a rapid increase. Correspondingly, the credit guarantees
issued by the Central Bank increased to 831 loans covering Rs. 382.3 million. By the
end of 1985, 23 loans had been repaid in full while 79 loans had fallen into arrears,
Participating credit institutions had submitted 5 claims amounting to Rs. 0.31 million

and they are under consideration. An industry-wise classification of loans granted
under SMI-II is shown in Table 2.6.
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TABLE 2.5

SMI -1 Scheme - Industry—wise Classification of Loans
Amount in Rs. Thousand

" ap——————— — 4

1979—1985

Industry No. of Amount |  Amount

’ : loans granted guaranteed

1. Rice milling i .. i .. 352 " 53,510 31,500
.2. Light engineering . .. . 192 24,775 13,869
3. Bricks and other building materials . 242 48,949 27,260

4. Ready- made garments, batiks, handloom ’

carpets, etc. . 141 21,342 11,125

5. Rubber and-rubber-based products .. - 30 8,794 4,397
6. Footwear and other leather products . 22 3,452 1,821
7. Jaggery and sugarcane products .. 6 | 198 119
8. Furniture and other wooden articles - .. 80 | 9,806 35,579
9. Fibre and fibre-based products .. 96 : 8,901 . 5,321
. Stationery and other paper products .. 27 " 4,636 2,582
Food and beverages . .. 80 . 13,202 6,953
Paints, polish, varnish, etc. .. 16 5,503 2967
Spare parts for radios and bicycles - - .. 11 ’ 725 435
Soap and other cosmetics .. 30 2,004 1,177
Handicrafts and toys .. . 29 951 571
Cigars, beedi - - - 6 48 29
Fishing boats and inland ﬁsherxes .. . 14 11,100 4,700
Jewellery and gems . .. 15 944 566
Sports goods .. .. 2 80 | 48
Agricultural implements .. .. 13 2,213 . 1,128
Glass and other products .. .. 6 - 1,051 631
Brass and aluminium ware .. 44 6,850 3,370
Timber sawing .. .. 51 . 10,613 . 6,345
Printing .. .. 43 12,706 6,831
Miscellaneous . .. .. 116 - 31,763 17,089
Total .. .. 1664 | 284116 156,413

Source: Central Bank of Sri Lanka.

TABLE 2.6

SMI - 1I Scheme - Industry-wise Classification of Loans
Amount in Rs. Thousand

1982 - 1985 ] 1985
Industry Amount Amount
No. of Amount No. of | Amount
loans granted gl::ergn ‘loans | granted gxi:erﬁn
1. Food processing - j 248 118,320 62,674 148 7| 81,630 42,800
2.. Other agro Industrie 24 8,673 I 4,484 12 2,059 1,235
3. Rubber products .. 32 21,432 10,639 17 13,535 © 6,671
4, Metal products .. 97 34,493 18,196 43 22,557 10,989
5. Construction
- materials : . 56 29,284 16,855 30 - 17,564 10,203
6. Construction '
contracting . LF 4 5,575 2,785 . 4...1 5,575 2,785
7. Wood products .. 71 21,814 12,633 33§ 12,072 6,788
8. Garments .. 56 23,253 13,175 27 9,728 6,077
9. Textiles - .. 20 8,053 |. 4,832 8 3,083 |° 1,850
10. Repair workshop .. 25 7,795 -4,677 19 - 6,270 3,762
11, Other . 198 103,594 53,715 118 67,229 | 34,052
Total - - .. 831* 382,286 | 204,665 459 | 241,302 127,212

Source: Central Bank of Sri Lanka.

Excluding S loans amoummg to Rs. 1-49 million which were guaranteed in 1984 and
subsequently transferred to SMI-I in 1985. .
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RURAL CREDIT

In recent years, the Central Bank has been actively involved in directing and
supervising the rural credit operations of the banking system. The Bank played
an important role in the sphere of formulation of policies pertaining to rural
credit. The main objective was the establishment of a sound institutional framework
for efficient rural credit operations. In 1985, four Regional Rural Development
Banks were set up to supplement the provision of credit in rural areas.

The most important areas in which the Bank was involved in respect of rural
credit were the formulation of the New Comprehensive Rural Credit Scheme
(NCRCS) and the formulation of credit guarantee schemes for short term cultivation
Ioans and medium and long term credit extended by the banks under various credit
schemes supported with Central Bank refinance.  The implementation of the two
schemes will commence in 1986.

. Under the NCRCS, several new features have been introduced to the earlier
scheme, (CRCS) with a view to enhancing credit availability, - improving the level of
supervision over the end-use of credit and raising the level of recoveries. Under the
new scheme a bank can approve a credit limit for each borrower for a period of three
years so as to avoid the submission of loan applications at the beginning of
each and every secason. The new scheme also expects the banks to adopt an area
approach in the provision of production credit to the farming community. The
inclusion of Thrift and Credit Co-operative Societies (TCCSs) and Multi-Purpose
Co-operative Societies (MPCSs) as junior partners in the operation of the scheme
is another new feature. The scheme also provides for rescheduling of loans
that go into default on account of natural calamities. The Central Bank provides
refinance in respect of rescheduled loans at an interest rate of 1.5 per cent per annum.
Further, the banks are empowered to grant cultivation loans to borrowers whose
repayment performance has been good in the past, without guarantee upto Rs. 7,500.
Further to achieve effective monitoring of the scheme, a reporting system has
been incorporated in the scheme which also lays the ground work for computerising
the data relating to lending under the scheme.

The new Credit Guarantee Scheme will guarantee upto 50 percent of the losses
incurred by the bank in lending under the scheduled credit schemes. However, the
maximum coverage will be restricted to Rs. 25,000 per loan. The Central Bank has
established a Credit Guarantee Fund with an initial allocatlon of Rs 300 mllhon
for this purpose.:

The Rural Credit Advisory Board (RCAB) met on six occasions during the
year under review. At these meetings several important issues relating to rural credit
and rural development were taken up for discussion. Some of the important issues
discussed were : Matara Small Farmer Development Project, Rescheduling Scheme
for overdue cultivation loans, Rescheduling Scheme for loans granted under the
Fisheries Sector Bank Financing Scheme, Mobilization of Savings in the Rural Sector,
Organizing of rotating saving groups (Cheetu System) and farm credit in Sri Lanka.
The RCAB also examined the evaluation reports on Loans for Purchase of Two-
wheel Tractors under the Matale District Intégrated Rural Development Project and
the Rescheduling Scheme for cultivation loans implemented by Bank of Ceylon.

e e
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Durmg the year several new credit schemes to provide medxum and long term
credit for the rural sector were introduced and modifications were made to some of the
earlier- schemes. The Central Bank also introduced a marketing loan scheme to
facilitate the purchase of soya bean and maize by the Ceylon 0115 and Fats Cor-
poration. : foy

The progress in the 1mp1ementat10n of ex1st1ng medxum and long term credit

schemes under the Category I of the Medlum and Long term: Credlt Fund is shown
inTable 2.7. ~ I, A

As at the end of the year, the.total financial allocation made by the Cemral Bank
for provision of refinance under the above schemes stood at Rs. 1039.76 million, out of
which only Rs. 347.23 imlhon or 33.4 per cent had- been utilized. - The slow-progress
in disbursement of credit may be attributed: to- several factors such .as the- lack of
demand for credit, unsettled condition in some areas of the - country, inadequate
publicity about the schemes operational dlﬂ‘icultles and deficiencies .in the credit
delivery system. A further reason could be the lack of effective co-ordmatron between
agencies mvolved in Drstnct Integrated Rural Deve!opment Pro_]ects

The finapcing under certam new schemes such as, the Anuradhapura Dry-Zone
Agricultural: Project and the Credit Scheme: for' Cultivation of' Chinese Gingeér,
Pineapple and Passion’ Fruit in Kurunegala District did not record much progress
during the year because they were introduced in the latter part. of the yeat.- However,
the progress of the schemes which prov1ded credit” facilities for 1tems w1th ready
demand, such as two-wheel tractors, has been satisfactory.

Durl'ng the year under review, the Sri Lanka Rural Credit Project assisted by the
Asian Development Bank (ADB) in which the Cenitral ‘Bank is the co-ordinating
agency, made satisfactory progress. A repeat order for the supply of 11000 two-
wheel tractors at the original. contract price was placed with the Sri- Lanka State
Trading (Tractor) Corporation and the Corporation had -imported them by February,
1985. A new arrangement was made-for. supply of trailers under. which ﬁve trailer
manufacturers were registered as accredited suppliers under the Scheme The
borrowers were given the option to select trailérs of their choice from the accredited
suppliers. The new arrangements helped in solving the problem of short:supply
of trailers which was observed when there was only one accredlted suppher

Durmg the year, the approval of the ADB was obtamed to transfer a part of
allocation from the rice mhills component to the procurement of 200 paddy threshers
which are demanded by the farmers. The procédure used for the registration of
accredited supphers for trailers was adopted for this item as well. Financing of the
additional 1000 two-wheel tractors procured durmg the year was nearly completed
as at the close of the year. The lending for-. purchase of paddy threshers progressed
during the yéar and it is expected that this component may show satisfactory progress
during early 1986 when the harvesting season commences. The financing of cons--
truction of tubeswells has not been satisfactory due to high capital cost and the dis-
turbed condition in some districts.. - The approval of the ADB was obtained to extend
the date of termination of the project until 30th June, 1986.
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Loan Schemes approved for refinancing under Category 1

Refinance allocation
Name of Credit Scheme
(Rs. Mn.)
A. Credit Schemes at the beginning of the year 1985
1. Credit Scheme for cultivation of Orchid Plants~Bank of
Ceylon/Ceylon Tobacco Co. Ltd. 4.50
2. Coconut Fertilizer Credit Scheme 55.00
3. Fisheries Sector Bank Financing Scheme 140-00
4.. Tank Irrigation Modernisation Project 7.69
~5.. Loan Scheme for Dairy Development in Nuwara Ehya Dlstnct 10-00
" 6. Farm Machinery Loan Scheme for Kurunegala
: District Integrated Rural Development Project 765
7. Loan Scheme for Dairy Development (Pilot) Project in
Samanthurai Electorate 0-12
8. Credit Scheme to assist settlers in Mahaweli
Project area for the purchase of tractors . . 55.00
9. Credit Scheme for construction of fertilizer stores by M.P.CS. .. 14-00
10. Abu-Dhabi Funded North West Coast Fisheries
Development Project 60-00
11. Credit Scheme for cultivation of Orchid Plants—
People’s Bank/Sarvodaya/Lakmalsala . 3.00
12, Credit Scheme for Fisheries Co-operatives 42.00
13. Matale-Puttalam District Integrated Rulal Development Pro,|ect 54-79
14. Credit Scheme for financing of windmills 2.56
15. Youth Self-Employment and Village Adoption Schemes in
Matara District 8-20
16. Sri Lanka Rural Credit Project Loan Scheme .. 137-00
17. Fertilizer Credit Scheme for Tea Small Holders 7-50
18. Credit Scheme for financing the purchase of draught animals
in districts not covered under Sri Lanka Rural Credit Project. . 5.60
19. Credit Scheme for financing the projects identified under
Village Adoption and Self-employment Programme in
Anuradhapura District 6-00
20. Credit Scheme for the construction of small on-farm
potato seed stores 1-00
21. Badulla District Integrated Rural Development Pro;ect 7.00
22. Credit Scheme for Madel fishing (Beach Seining) 5.00
23. Credit Scheme for settlers for cultivation of Sugarcane
under Pelwatte Sugar Project 66-00
24. Vavuniya ~ Mannar District Integrated Rural Development
Project 32.00
25, Crednt Scheme to assist small farmers for cultwatxon of
sugarcane in Sevenagala, Hingurana and Kantale
Sugar Project 120.60
26. Sri Lanka - ADB - Coconut Development Prmect Credit
Scheme to assist coconut growers to carry out a
replanting programme with inter-cropping in Rambukkana area 8-00
B. Credit Schemes Approved during the year 1985
1. Credit Scheme for Traders displaced under the Victoriya
Project for purchase of commercial buildings 22-00
2. Credn Scheme for the purchase of two wheel tractors
in Wet Zone Districts and Moneragala District 33.00
3. Special Credit Scheme to Assist Estate Sector Women
in Income Generating Activities under the FAO/Women
Bureau Project . 1.00
4. Credit Scheme for the cultivation of Chinese Gmger, Pmeapple
and Passion Fruits in the Kurunegala District . 32.00
5. Anuradhapura Dry Zone Agncultural Project Loan Scheme 22-30
6. Credit Scheme to assist settlers in Minipe Scheme for
the installation of Bio-gas plants 0-40
Total 1,039.76
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TABLE 2.7
of the Medium and Long Term Credit Fond

Amount utilised Amount unutilised " Date of Period for
as at31.12.85 as at 31,12.85 commencement disbursement of the
(Rs. Mn.) of project allocation (years) .
3.49 1-01 03.02.79 3
. 42.63 12.37 26.03-79 3
109.76 _ 30-24 02.07.79 3
7.69 - 02.06-79 1
9.32 0-68 -~ 22.08.79 3
54.25 22.25 28.10-79 5 .
— 0-12 27.11.79 3
6-01 48.99 19:11.79 3
9.14 4.36 : 13.10-80.. . | I
— 60-00 13-10-80 L3
0.23 2.77 " 10-12:80 5
0.33 41-67 © 28.04-81 .2
35.51 10.28 08-05-81 6 ..
1-05 1-51 C11-12-81 1~
4.53 3.67 10-04-81° — e Al
53.33 83.67 01.07-82 Iy d
0-85 6-65 11-08-82 1 34N
L gy
001 - 5.59 10-09-82 2 C;'ﬁ 3
1.75 425 14-10-82 2 e
— 1.00 01-03-83 1 wf“\
1.91 5.09 27.09.83 5 WX
0.52 4.48 26.04.84 1. iry.
— 66-00 10.05-84 3 \L 3,
0.27 31.73 14.06.84 4 }?‘»’.‘E
74 -
2.91 117-69 20.09.84 5 Sty
0.04 7.96 . 26-12.84 3
— 2.00 11.03.85
1-49 31.51 . 26.03.85
0-21 0.79 31-12.85 1
— 32.00 ' 27-06.85 3
— - 22.30 02.07-85 3
—_ 0-40 16-09-85 1
347.23 692.53 - —

Source : Central Bank of Sri Lanka.
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A team of ADB Consultants studied on-farm and off-farm investment
requirements and upgrading measures for the existing delivery mechanism for rural
and agro-industrial credit’ in Sri Lanka and submitted their Report to the ADB
during the latter part of the year.

During the year 1985, the Central Bank completed the inspection of the agricul-
tural loan portfolio of 12 bank branches consisting.of 7 branches of People’s Bank,
4 branches of Bank of Ceylon and a Co -operative'. Rural Bank in the’ districts of
Ratnapura, Kegalle, Hambantota and Moneragala. The inspection reports were
sent to the respective banks and bank branches along with suitable recom-
mendations for rectifying the deficiencies and w1th a request for a compliance
report to the Centyal Bank.

REGIONAL RURAL DEVELOPMENT BANKS "

The Monetary Board under the powers vested in it by the Regional Rural
Development Bank (RRDB) Act, No. 15 of 1985. made four Incorporation Orders
which were published in the gazette in June, 1985 establishinga RRDB for each
of the four districts of -Kalutara, Kurunegala, Matara and Anuradhapura with
Bulathsinhala, Kuhyapltlya, Yatiyana and Mlhmtale respectively, as thelr pr1nc1pal
place of business. -

These banks are both commercial banks and development banks. They are at
the same time unit banks at district level, each with full autonomy in regard to its
operations and management so that each such bank will have a distinctive lccal
character and be in a position to give due¢ priority to the local needs of the area.

The authorized share capital of each RRDB is Rs. 50 million conslstmg of 500,000
shares of Rs. 100 each. The issued share capital.is Rs. 10 million and has been
fully subscribed by the Central Bank. The Central Bank may after a period of two
years from the date of incorporation, offer shares up to 49 per cent of the issued share
capital to the four indigenous commercial banks and co-operatlve societies,

The management of each RRDB is through a five member Board of Directors
headed by a Chairman. Three Directors of the Board are appointed by the Monetary
Board with the concurrence of the Minister of Finance. The other two Directors who
are appointed by the Monetary Board with the Minister’s concurrence will at a
later stage be elected by the general body of the Bank. The Chairman is appointed
from among the Directors also with the Minister’s concurrence.

The objectives of the RRDBs are the development of the rural economy by provi-
ding for the development of agriculture, cottage and small scale industry, fishing
industry, commerce.and other development activities in rural areas.

Each RRDB is empowered to carry on and transact banking business other than
foreign exchange business and may in addition, inter-alia, grant short term, medium
term, and long term loans and-other accommodation particularly to farmers, agricul-
tural labourers and artisans and such other persons individually or in groups who are

-
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engaged in cottage industries, trade, commerce, industry or, other type of produc-
tive activities which are in the opinion of the bank’s Board of Directors, of a small
scale, in nature. '

At the end 1985 the RRDBs have expanded the branch net-work. ‘At the begin-
ning, each RRDB is proposed to have one branch in each electorate. Expansion of
branch net-work is dependent on the availability-of trained staff, office space and other
considerations. .

In 1985 the number of branches, opened was as follows :—

Name of Bank No. of Branches
Kalutara RRDB . . . -5
‘Matara RRDB . S 6
Kurunegala RRDB 7
Anuradhapura RRDB- - .- . - ..3. e e s

The mobilization of deposxts by the RRDBs as at 31st December, 1985 is glven
in Table 2.8

TABLE 2 -8
Moblllzatlon of deposits by the RRDBs as at 31st December 1985
Name of RRDB Savings deposits Fixed deposits - - Total
No. Ameunt No. Amount No. ' Amount
) Rs. - " Rs. ’ Rs.
1. Matara 3,472 | 1,133,883. 05 51,000 | 3,477 1,184,883
RRDB AR ’ _
2. Kalutara 2,845 727,650 15 180,500 | 2,860 '908,150
RRDB : N
3. Kurunegala 4,786 905,882 10 50,000 | 4,796 955,882
RRDB A
4. Anuradhapura 1,382 336,154 3 28,750 1,385 364,904
RRDB 4 . S
Total 12,485 | 3,103,569 33 310,250 | 12,518 3 413,819

Source: Central Bank of Sri Lanka.

The four RRDBs have as at 3lst December 1985 mobilized 12,518 accounts
totalling deposits of Rs. 3,413,819, Of this number 12,485 or 99.7 per cent consists
of Savings Deposits, accounting for Rs. 3,103,569. The average size of a-Savings
and Fixed Deposits are given in the following table. ' '

Name of the Bank Aﬁerage size of Savings Average size of Fixed
_ deposit (Rs.) deposit (Rs.)
Matara RRDB . 326 o 10,200
Kalutara RRDB - 255 - 12,033
Kurunegala RRDB 189 _ 5,000
Anuradhapura RRDB 243 9,583
Average for all banks ' 248 9,401



The table indicates that savings deposits by and large have been mobilized in the
form of small savings of the people in the area. The RRDBs do not yet accept
demand deposits from the public although they are empowered to do so. This may

(
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also partly explain the small size of the savings deposits.

The loans portforlio of the RRDBs as at 31st December, 1985 is given in Table 2.9

TABLE

2.9

Loans granted/approved as at 31st December, 1985

Matara Kurunegala Kalutara Anuradhapura
RRDB RRDB RRDB RRDB
Purpose
Amount Amount Amount Amount
No. (Rs.) No. "gsy |No- (Rs) No.| “Rs)
1. Agriculture
1.1 Cultivation .. f113] 207,325 32{ 357,010 i 84{ 75,058 | 111} 788,034
1.2 Farm Equipment .. 07 19,500 4 25,4715 | — — 17) 486,500
1.3 Other o0 09 9,189 | — — 18) 59,397 | — —_—
2. Livestock 05| 28,500 | 31t 321,150 | 31; 123,200 10{ 80,900
3. Small Industries 112} 93,990 | 41| 406,100 | 100; 404,165 4/ 95,000
4. Trade & Business 171} 222,530 | 15| 116,000 | 89; 334,932 | 12| 116,500
5. Other 65{ 206,134 | — — 13; 157,400 10‘ 114,275
Total 482 787,168 | 12311,225,735 | 3351,154,152 16411 ,681,209

As at 3lst December, 1985 RRDBs had granted 1,104 loans aggregating

Source: Central Bank of Sri Lanka.

Rs. 4,848,264. The average size of loan per bank is as follows.

Name of Bank

Matara RRDB
Kurunegala RRDB
Kalutara RRDB -

Anuradhapura RRDB
Average for all banks -

Average size of loan (Rs.)

1,633
9.965
3,445
10,251

4,391

The small size of loan, granted by RRDB reveals that credit assistance is provided

by them to weaker sections of the society to set them up in proeductive ventures which

require small amounts of capital. A purposewise classification of 1,104 loans granted

by RRDB: is given below.

Purpose No. of

loans
Agriculture 395
‘Livestock 77
Small Industries 257
Trade & Business 287
Other 88
Total 1,104

Amount

2,027,488
553,750
999,255
789,962

- 477,809

T8 264

Percentage of the total
amount granted

41.8
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In keeping with their objectives the RRDBs have adopted some innovative bank-
ing methods in their operations. As part of the campaign for deposit mobilization,
each branch of the RRDB organises meetings in the villages (Janahamuwa) under
its jurisdiction where the branch Manager and a Field supervisor explain the objectives
of the RRDB and its role in the development of the rural economy. The deposits
are collected at the meetings itself and the bank arranges to deliver the pass books
to the depositors at their residence subsequently. In the sanction and disbursement
of loans, simplified procedures are followed. Besides, RRDBs grant loans without

insisting on securities in the case of small loans.

'RURAL BANKING AND STAFF TRAINING COLLEGE

In 1985, The Rural Banking and Staff Training'College of the Central Bank of Sri
Lanka conducted 30 training programmes. These training programmes were followed
by 580 participants drawn from the management personnel of the Central Bank,
Commercial Banks, Regional Rural Development Banks, other Financial Institutions
and a few Government Agencies involved in rural development such as the
Department of Co-operative Development and the Ministry of Youth Affairs
and Employment. The areas of training provided by the College were rural
banking and rural development, investment appraisal, management development,
statistics, commercial banking and international banking.

The training programmes conducted by the College aimed to improve the effi-
ciency of the banking sector. These programmes also aimed to motivate the
participants to understand the economic problems associated with the rural sector
and to assist them in their efforts in solving such problems.

- The College completed its fourth year of operation in September, 1985. The
fourth anniversary lecture of the College was delivered by Mr. M. Narasimham,
a former Governor, Reserve Bank of India and a formér Executive Director of the
IBRD and IMF on the topic ‘Banks and Agricultural Credit—The Indian Experience’.

EMPLOYEES’ PROVIDENT FUND

The Monetary Board of the Central Bank of Sri Lanka is charged with the
responsibility of receiving contributions, surcharges and income from the investment
of monies of the Fund, maintaining proper accounts of registered employers and the
individual members of the Fund and effecting refund of benefits to the members in
terms of provisions of the E. P. F. Act. These activities are carried out by the
Employees’ Provident Fund Department of the Bank in close co-operation with
the Employees’ Provident Fund Division of the Labour Department which attends
to the administration and the enforcement of the provisions of the Act. A brief
note on its operations during the year 1985 is given below.

Coﬁtributions _
The contributions received by the Fund during the year 1985, amounted to
Rs. 1,920.6 million as against Rs. 1,583.4 millionin 1984. This represents an increase

.of Rs. 337.2 million or 21.3 per cent over the contributions received during the

previous year.
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Members’ balances

Members’ balances -as at 31st December, 1985, before allocation of interest for the
year under review, stood at Rs. 13,086.7 million which is an increase of Rs. 2,693.9
- million or 25.9 percent over the balance as at end of 1984.

Investments

During the year under review, the Fund invested a sum of Rs. 5,401.9 million in
Government Securities, Treasuty Bills and Debzntures issued by the Urban Develop-
ment Authority and State Mortgage and Investment Bank, as against a sum of
Rs. 5,895.6 million in 1984. This is a decrease of Rs. 493.7 million over the level of
1984. The total investments made during the year under review included a sum of
Rs. 2,484.5 million representmg maturxty proceeds of earlier investments and Treasury
Bills. The total amount invested in Government Securities alone amounted to
Rs. 4,417. 8 million which represents 41.9 percent of the-total securities issued by the
Government of Sri Lanka during 1985. The total amount invested in short term
Treasury Bills at various intervals during the year amounted to'Rs. 816.0 million. At

-the end of the year under review, the Fund-did not hold any Treasury Bills, as they

were discounted during the year. The total investments held by the Fund as at
31st December, 1985, amounted to Rs. 14,052.0 ‘million, which is an increase of
Rs. 2,917.3 million over the level of 1984,

Income received from investments

In 1985, the income from investments of the Fund amounted to Rs. 1,552.4 million
as against Rs. 1,193.9 million in 1984, recording an increase of Rs. 358.5 million or
30.0 percent. This increase was mainly due to the investment of the increased volume
of contributions received by the Fund and the re-investment of income derived from
the past investments during the year under review.

Refunds

The total sum paxd out by way of refund of EPF benefits to members during the
year 1985, amounted to Rs. 523.6 million as against a sum of Rs. 551.7 million in
1984. This records a decrease of Rs. 28.1 million or 5.1 percent. During the year
under review, 51,978 claims for refund of  benefits were received in the Department,
which included 3,857 from repatriates of Indian origin and 20,981 on medical grounds.
The number of claims paid out during the year totalled to 46,123. There was a sub-
stantial reduction in the number of claims as well as payments on medical grounds.

Interest on members’ balances

" The Employees’ Provident Fund is required to pay interest on memmbers’ balances
as at end of each year out of the income from investment of monies of the Fund.
The rate of interest payable on members® balances as at end of 1984 was raised to
12.5 percent per annum. Interest is paid on the balances standing to the credit of
members at the end of the year and thereafter interest accumulates on the aggregate
sum. Besides interest is paid for the entire year on the balance standing to the
member’s credit at the end of the year, irrespective of the date when any portion of
that balance (which represents the current year’s contributions) was received by the

Y
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Fund to the member’s credit, e.g. contributions received in December attracts
interest for the full year in the same way as contributions received in January of that
year Therefore the effective rate of interest is somewhat higher.

A comparatlve statement of the operanon of the Fund on data presently available
1s gnven m Tible 2. 10 :

TABLE 2.10
" EPF Statistics 1984-—1985

Ttem s 1984 1985
1 “Contributions reeei\fed ®Rs. M) . L 7‘1,58\3:-4(11) | 1,920.7 (@
2. Investments (Rs. Mo) o C ] 25,8956 4) 5,401.9 (5)
3:- Income received from investments (Rs. Mn) S 1,193.9 ' 1,552.4
4. Refund payments (Rs. ‘Mn) o .. 551.7 525-6
5. No. of Refunds .. ..f. 65,198 46,123
6: "Rate of interest (percent) 12.5 C12-5
7.~: Interest provrsron on members’ balances (Rs Mn) 1,299-1 1,635-8

. Source: Central Bank of Sri Lanka.

(a) Excludes’ contnbutlons credited to Suspense Accounts.

(b) Includes maturlty proceeds re-invested in Govt. Securities and monies invested in short-term
Treasury Bills.

EXCHANGE 'CONTROL

-.:The Bank continued to function ‘as the agent of the Government with regard to
lmplementatron of Exchange Control. The major changes in 'Exchange Control
procedure that came into effect during the year under review are as follows:

1. -Imports B
(1) Authorlsed Dealers were required to obtain the approval of the Director of
"~ Commerce bzfore establishing Letters of Credit for the import of pepper,

cardamoms and cashewnuts from any source. (Operating Instructions
No. EC/06/85(B) of 85.01.29 and EC/20/85(B) of 85.04.16).

.(11) The ban imposed on the 1mport of coffee in 1984 was removed in April 1985,
) However, its import was subject to certain condltrons imposed by the Director
- of Commerce (Operatmg Instructions No. "EC/21/85(H) of 85.04.17).

(iii) A lxcence from the Controller of Imports and Exports was declared necessary
for the 1mport of newsprmt and old newspapers (Operating Instructions
"No. EC/31/85(B) of 85.07.10 and EC/51/85(B) of 85.10.11).
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2. Exports

(i) Authorised Dealers were permitted, without reference to the Exchange
Control Department, to change the terms of payment from D/P to D/A
terms not exceeding 180 days arising from requests made by exporters,
provided that such requests originated from foreign buyers/agents from whom
valid reasons were furnished. (Operating Instructions No. EC/35/85(H)
of 85.07.16).

(ii) Authorised Dealers were permitted, without reference to the Exchange
Control Department, to extend the period of DJA terms, but only upto a
maximum of 180 days, provided valid reasons were furnished by the exporter.

(iii) Authorised Dealers were permitted to negotiate documents without reference
to the Exchange Control Department where the Letters of Credit stipulated
a condition that the Bill of Lading should be drawn in favour of or to the
order of the credit opening bank abroad, or any other bank stated in the
Letters of Credit. (Operating Instructions No. EC/40/85(H) of 85.08.06).

3. Remittance of Profits and Dividends

(i) In order to prevent a possible over-remittance of profits and dividends earned
by branches of foreign companies inclusive of branches of foreign banks,
non-resident partners of partnerships operating in Sri Lanka and non-
resident shareholders of Rupee Companies, Authorised Dealers were required
to insist upon the production of an Income Tax Clearance Certificate before
allowing applications for such remittances. (Operating Instructions
No. EC/25/85 (C & F) of 85.05.16).

4. Suppliers’ Credits and other borrowings abroad by the Public and Private Sectors

(i) Authorised Dealers were required to refer all applications for foreign exchange
for repayment of capital and payment of interest arising from foreign borro-
wings (including borrowings from Foreign Currency Banking Units) except
those of G.C.E.C. enterprises to the Exchange Control Department for prior
approval. Applicants were required to provide comprehensive data on a
set of forms issued by the Department which were aimed at keeping a stricter
control on such borrowings. (Operating Instructions No. EC[15/85 (C & F)
of 85.03.22).

S. Blocked Funds

(i) The ceciling on remittances from Non-Resident Blocked Accounts is
Rs. 200,000 per account holder. Notwithstanding this restriction, Autho-
rised Dealers were informed that they could apply to the Exchange Control
Department for the remittance of all funds held in non-resident blocked
accounts in commercial banks and funds realised from the sale of sharehol-
dings of non-resident foreign nationals other than those who had emigrated
from Sri Lanka and had subsequently obtained foreign citizenship.
(Operating Instructions No. EC/18/85 (C & F) of 85.04.02).
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6. Disposal abroad of freight and passage collections in foreign ports by local agents

(i) Local ship owners and charterers were informed that freight and passage
collections held by them abroad after making payment for services rendered
to their vessels by their agents in foreign ports should be repatriated to Sri
Lanka for credit to their Shipping External Accounts with commercial banks.
Instructions were also issued against transfer of such funds from one agent
to another abroad or for any other purpose without Exchange Control
approval. (Operating Instructions No. EC/SAA/01/85 of 85.06.05).

PUBLIC DEBT

The Central Bank of Sri Lanka continued to manage public debt on behalf of the
Government in terms of Section 113 of the Monetary Law Act. Floating of”
Government Securities/loans, issue of Treasury Bills and Tax Reserve Certificates,
recording of foreign loan disbursements, servicing of domestic and foreign loans
were the main functions handled by the Public Debt Department during 1985.

The outstanding gross and net public debt as at end of 1985 stood at Rs. 130,869.9
million and Rs. 123,719.6 million, respectively. During 1985, rupee loans amounting
to Rs. 10,550.3 million were floated and the outstanding amount as at end of the year
stood at Rs. 36,570.2 million. The authorised limit of Treasury Bills was increased
by Rs. 2,000 million from Rs. 23,000 million to Rs.25,000 million during 1985.
The amount of Treasury Bills outstanding as at end of the year was Rs. 22,280
million. Total interest payments on Public Debt in 1985 amounted to Rs. 8,334.7
million. This includes loan flotation expenses and management charges of Rs. 17.2
million. Total medium and long term withdrawals of External Borrowings during
the year amounted to Rs. 9,032.4 million. Total repayments under project, commo-
dity and other category of External . Borrowings amounted to Rs..1,788.9 million.
The total external public debt outstanding as at end of 1985 amounted to Rs. 67,673.3
million. A .

The Department also continued to float and service debentures on behalf of the
Urban Development Authority (UDA), State Mortgage and Investment Bank
(SMIB) and the National Housing Development Authority (NHDA). During
1985, the Department continued to issue Central Bank Securities under Section 91
(1)) of the Monetary Law Act in order to reduce the excess hqu1d1ty in the economy.

Following a proposal made by the Techmcal Assistance Group of the Common-
wealth Secretariat to computerize the Sri La_nka s external debt data, the Department .
was involved in the preparation of an inventory of external debt. During the year |
data relating to external public debt was transmitted to the External Debt Monitoring
Unit (EDMU) of the Ministry of Finance and Planning to facilitate the computeri-
zation of external debt data. The new scheme is expected to come into operation
by the middle of 1986. ' :
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REGIONAL OFFICE — MATARA

During the year 1985, the Matara Regional Office further expanded its activities.
As a result, a large number of persons were able to be accommodated under various
rural credit schemes designed for the development of rural economic sectors.
There was increasing demand for credit from farmers, cottage -industrialists and
artisans to improve their income by expanding investments while at the same time
an increasing number of school leavers wanted to join the bank credit schemes in
order to establish themselves in self-employment activities. As in the previous years,
the operation of Refinance Credit Schemes, one of the measures introduced by
the Central Bank to promote growth in output, income and employment in the rural
sectors, assumed a most significant position in the affairs of the Regional Office.
As at end of 1985, the total number of individuals who were able to obtain
assistance from the banking system through direct negotiations arranged by this
office was 2,728 and the total amount of loans obtained for various mcome generating
projects was Rs. 14.1 million.

As the Regional Office completed its fifth year of operations, one of the’
important aspects of its activities was the increase in its area coverage. Since 1983,
requests for rural credit facilities emanating from various quarters in the neighbouring
districts steadily increased due to the improvements in infrastructure facilities
resulting from the implementation of large scale development projects and programmes
in the region. Consequently, the Regional Office was able to spread its influence into
the districts of Galle, Hambantota and Moneragala during the year 1985. Efforts
were made to arrange bank loans for several selected projects in these areas and to
foster favourable banker-customer dialogue. A training and orientation programnie -
was conducted as in the previous years. Nearly 900 individuals took part in 40
sessions during 1985. These sessions revealed that projects sometimes put forward by
certain individuals, were not feasible or were ill conceived. It also helped as an
occasion for sharing experience among the beneficiaries and agencies as well. The
sessions also act as a meeting place for all the important agencies involved in the .
process. The Regional Office received the support of the Industrial Development
Board, the Department of Agriculture, the Agriculture Development Authority,
the Crop Insurance Board, the Department of Animal Production and Health, the
Tea Small Holdings Development Authority and similar institutions. In turn, the
Regional Office lent its assistance to various development projects implemented by
these agencies. The Regional Manager and his ‘staff participated in about 50 such
seminars and workshops conducted in 1985. Members of the staff also served on-
most of the development committees that exist at regional level and at the: centre.

The establishment of a Regional Rural Development Bank and launching
of a rural credit project by the National Savings Bank at Matara, were two
important developments. The Regional Office lent assistance to those institutions’
in matters such as staff training, economic surveys and liaison work. The credit
schemes operated at the moment with the branches of the two .State Banks and
the Indian Overseas Bank will be extended to include the Regional Rural Development
Bank branches i inthe Matara district. The National Savings Bank Credit Project

will be confined to several selected villages and will work outside the Central Bank
Refinance Schemes.
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Refinance Credit Operations

The Table 2.11 gives a - statistical summary of the reﬁnance credrt operations
as at end of 1985. : :

} TABLE 2.11
" Refinance Credit Operations—Regional Office, Matara
Statistical Summary (Cumulative Position as at end of 1985)

No. of Loan Amount
Scheme Beneficiaries (Rs) :
1. Self~Employment liefmance Credit Scheme . 596 5,433,500
2. Village Adoption Refinance Credit Scheme 112 | . 566,685
3. Model Yaya Paddy Cultivation Loans under Comprehenswe .
Rural Credit Scheme 1,243 3,500,783
4. Dry-Zone Farming Loans . 242 © 968,000
5. Tea Fertilizer Refinance Credit Scheme .. 196 1,232,277
6. Coconut Fertilizer Refinance Credit Scheme = | .. N 3'3_9 ) 2,426,617
Total -~ - .0 T ey 2 728_.. 1 14027,862

Source Central Bank of Srr Lanka

- It could be seen that a sum: of Rs 14, 127 862 has been drsbursed by ‘banks under '
vanous refinance_credit schemes- directly benefitting. 2,728 persons’ through the
effective participation of the Regional Office. There are many more persons Who
obtained direct -assistanice from the banks’ own lendmg programrhes as‘a result of
guidance ngen by ‘the. Regronal Ofﬁce ’

Self- Employment and Vlllage Adoptron Schemes * ~ .

Matara is burdened ‘with a problem, of hrgh rate of unemployment of educated
youth while the land dlstrrbutlon pattern also does not favour actlvmes like commer-
cial agnculture As a result, 1ncome crea’uon through self-employment 4n cottage
industries, livestock farming and service sectors assume high priority. The Self-
Employment Credit Scheme attempted to promote income generating ; actrvmes mamly
among youth by .providing ‘Supervrsed ‘Crédit’ from - the- bankmg system The .
Regional Office rdentlﬁed and superwsed the 1mplementatron of 1nd1v1dual projects.
for which banks’ approve loans under concessronary terms.. As at_end of 1985,
there were 690 self-employment proyects (708 borrowers) for whlch the banks approved
Rs 6.0 nulhon of loan facﬂmes ‘

The Village Adppti_on.Scheme aims to promote ‘clusters’ of credit projeets which' -
will-have a-greater impact on -the village economy. The Indlan Overseas ‘Bank-
Matara Branch participated in this scheme (qurte enthusrastrcally) and’ prowded '
banking assistance to 83 individual Pprojects m several v:llage clusters. Table 2 12 glves ,
a stanstrcal summary of credrt pro_]ects approved bythe banks classrﬁed aecordmg to,
sectors.: . -7 - N
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TABLE 2.12
Classification of Credit Projects Financed under

Self—Employment and Village Adoption Schemes—Matara
(As at end of 1985)

No. of Credit | Loan Amount
Sector - - Projects (Rs)
Agriculture . .. 203 1,241,135
Industry .. .. 315 1,595,395
Services, Farm Power etc. . . 172 2,831,025
Total .. .. 690 5,667,555

Source: Central Bank of Sri Lanka.

The overall position asindicated in Table 2.12 shows a shift towards service sector
financing which is dominated by two-wheel tractor loans and farm-equipment loans.
The Industrial Sector which accounted for the largest number of projects was domina-
ted by the food, textiles, bricks and tiles industries. The agriculture sector was over-
whelmed with livestock farming projects, mostly poultry farming units. A detailed
break-down of Self-Employment and Village Adoption project financing is shown in
Tables 2.13 and 2.14. It may be noted that the figures in Table 2.13 show the total
number of projects identified and recommended by the Regional Office as at end
of 1985. This is a cumulative position as adjusted from time to time to account for the
drop-out projects. It is observed that owing to various obstacles, a large number
of project proposals tend to get lagged and dropped before making bank finance
available. Sometimes, the applicants found it almost impossible to satisfy the
conditions laid down by the bankers who are not obliged to approve loans for the
projects identified by the Central Bank Regional Office. There is much scope for
bank authorities to effect improvements to the lending procedures and develop a
credible small sector lending programme for the growth of the rural economy.

Paddy Loans

Matara district has 45,000 acres under paddy of which major portion is rain-fed.
Thus, there is a considerable degree of uncertainty in the cultivation of paddy and
therefore the risks in lending to paddy sector are great. Against this natural
background and amidst the legacy of high rate of defaults in the past, a fresh
attempt was made by the Regional Office to renew the Comprehensive Rural Credit
Scheme in the Paddy Sector by introducing a closely supervised credit package
called “Model Yaya Paddy Cultivation Loan Scheme”. Under this arrangement
farmers obtained crop loans in a more organized and guided manner and there
were more back-up services made available during the season for the benefit of the
farmer. Started with a handful of farmers in Tangalle in 1981/82 Maha Season, the
movement spread fast into Matara, Hambantota and Moneragala districts. There
are at present about 1200 acres of paddy lands for which loans totalling Rs. 1.9
million are disbursed every season. Theloans are likely to increase rapidly due
to the establishment of the Regional Rural Development Bank.
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TABLE 2.13

. Progress on Projects under Vlllage Adoptlon (VAS) and Self Employment Schemes (SES) of the Reglonal Office, Matara
As at end of December, 1985 -

v . . ' - SES V AS Both Schemes
I . : o : : E o o o S Estima-
Sector ‘ - - - - - - - - ted
T : Total - Total N Total . Total - ¢ Total - = “Total Employ-
Recommended Approved Recommended Approved --§ Recommended ° Approved . ment
0. Amount |No. Amount | No. Amount | No. Amount{j No. Amount | No.© Amount
(Rs.) . (Rs.) (Rs) | (Rs.) (Rs.) - (Rs))
Agnculture ST TR : N f S i Do ]
1. Agricultare, * R 40 111,335 26 - 85,885 |- "4 11,000 1 2,000 | 44 122,335 27 87,885 . 33
2. Dairy farming - -: | ..} 23 127,700 | 15 85,000 7 35,200 6 29,800 30 162,900 ©| 21 114,800 24
3. Poultry farming <, : .. ..} 140 1,060,350 83 641,050 49 334,200 48 323,400 § 189 1,394,550 | 131 964,450 133
4. Goatfarming -  _  ‘..4 2 12,500 1 5,000 { 18 41,000 | 18 41,000 | 20 53,500 | 19 46,000 26,
s. Fxshenw o TS T Y 120 181,000 528,000 . —. - — . — =~J p 12 181,000 ; 5 28,000 §- 05
Industries SOOI N RSP IR R R P 1 :
6. Bakery&.confoctlonery“ ..l 59 343,190 't 43 224,890 3 11,000 3 11,000 62 354,190 -46 235,890 85
7. Other food prod_ucts g2 25,000 — — —_— — — — 2 25,000 — — —
8, Tobaccofbeedi - ** =+ "..@ § 38,200 4 30,200 —_ = —_ 1 5 38,200 4 30,200 11
9. andlooms ‘ o oas 4290 156,300 20 105,800 8 37,500 7 32,500 37 193,800 27 138,300 56
10.° ing - 4 <.} 83 558,015 62 387,315 5 30,000 5 30,000 88 588,015 67 417,315 107
11, Other textlle products oot 19 118,470 12 60,370 1 10,000 1 10,000 20 128,470 13 70,370 g 31
12,. Carpentryy .. -~ . i 26 157,720 22 132,720 2 10,500 2 10,500 28 168,220 24 143,220 34
13," Paper products ~= . . .. 2 9,090 2 9,090 — — — — 2 9,090 2 9,090 3
14, Non-metallic:iminerals . ...} 84 395,675 70 306,825 2 8,150 — — 86 403,825 70 306,825 174
15.. Metal cryshing , - .: .4 7 31,500 7 31,000 2. 5,471 | 2 5,25 9 36971 | .9 36250 § 21
16.. Metal products - - - ..} 13 96,200 9 . 41,200 — — — — 13 96,200 9 41,200 28
17,. Coir products ' o L.F 43 133,940 | 28 79,520 12 . 34,210 9 21,415 55 168,150 37 100,935 47
18.- Repairs &mamtenanoe Sl 48 276,945 | 34 192,695 1. 5,000 1 5,000 49 281,945 35 197,695 51
19. Farm equipment © L. 77 2,386,355 T 71 2,274,480 4 14,300 | 4 14,300 # 81 2,400,655 75 2.288,780 76
20. Chemicals .- ..} 6 55,800 6 55,800 1 10,000 | -1 10,000 7 65,800 7 65,800 § 7
21. Trade &commeroe oo 24 131,700 19 94,900 T -~ . | 24 131,700 19 94,900 21
22. Other. . U LM 487,505 39 229,130 |- 8 40,670 4 20,520 79 528,175 43 249,650 63
“Total - .  ..] 815 6,894,490 (578 5,100,870 | 127 638,201 | 112 566,685 §{ 942 7,532,691 | 690 5,667,555 1,036

Source : Central Bank of Sri Lanka.
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TABLE 2.14

Adoption Schemes of the Regional Office, Matara as at end of December, 1985

Capital Repayments
Loan-
Sector amount
released Scheduled Amount Amount
repaid overdue
(Rs) (Rs) (Rs)
Agriculture
1. Agriculture 52,050 21,140 16,671 4,469
2. Dairy farming 37,800 26 000 18,600 7,400
3. Poultry farming 523,514 243,339 153,347 89 992
4. Goat farming 35,305 12,000 - 9,525 2,475
S. .Fisheries , 10 098 . 4,459 5,639
Industries & Services
6. Bakery & confectionery 147,085 60,358 39,654 20,704
7. Other food products — — — e
8. Tobacco/beedi 20,800 11,360 1,536 9,824
9. Handlooms 105,000 35,988 25,385 10,603
10. Sewing 245,840 89,209 71,549 17,660
11. Other textlle products 48,300 28,200 20,227 7,973
12. ‘Carpentry 63,470 30,056 18,364 11,692
13. Paper products —_— — — —
14. Non-metallic minerals 115,335 63,194 38,642 24,552
15. "Metal crushing 22,000 16,020 13,468 2,552
16. Metal products 19,000 15,055 13,990 1,065
17. Coir products 67,500 47,220 38,035 9,185
18. ‘Repair & maintenance 113,882 58,497 31,508 26,989
19. 'Farm equipment 2,190,700 } 1,286,770 | 1,220,189 66,581
20. Chemicals 56,000 13,433 6,532 6,901
21. Trade & commerce 64,000 33,363 25,659 7,704
22. Others 156,837 72,521 47,736 24,785
Total .} 4,112,418 | 2,173,821 | 1,815,076 358,745
Source :

Dry Zone Area

sidiary food crops.

In Hambantota and Moneragala districts, there was greater enthusiasm among
farmers to obtain loans for purposes such as lift irrigation, farm power and sub-
For the first time, a group of farmers in Wellawaya and Buttala
areas were able to settle down for permanent cultivation pattern with adequate supply
of water coming from open-dug wells and water pumps provided for with bank credit.
As at end of 1985, there were 50 such units in that area. It is reported that several
farmers were able to earn during one séason more than their total investment from
bank loans. Loans for the cultivation of vegetables, onions, chillies and other crops

were also arranged for these farmers

Central Bank of Sri Lanka.
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Tea and Coconut Fertilizer Loans

Tea and coconut are the most important plantation crops in the area. The loan
schemes to provide inputs received added impetus when the Regional Office organized

* credit camps and farmer groups to facilitate channelling of loans. Tea Fertilizer Credit

Scheme came as a boon to small’ holders during a period of adverse price changes
through most of the refinance allocation remained unutilized. Apparently, the complex
and cumbersome procedures seem to block speedy processing and disbursement of
loans in this sector. The Regional Office regularly attended the Tea Fertilizer Com-
mittee-meetings at the Ministry of Plantation Industries. A scheme of Bridging
Finance for tea sector was also proposed for consideration at this meeting.

Repayment of Loans

One of ‘the ‘most debated issues in rural credrt activities is that of lugh rate of
defaults in small scale credit. Fortunately, the credit projects 1mplemented with
assistance from the Regional Office. drsplayed relatrvely hrgher rate of recovenes as
shown in Table 2.15.

" TABLE 2 15

Repayment of Loans - Credit Projects Implemented by
Regional Office, Matara (As at end of 1985.)

. Scheme o Recovery Rate (Percentage) .
Self—Employment and Village Adoptron Loans Ce e, o 83

ddy Loans” A . % . .
Dry<Zone fatining Loans -~~~ "1 . T 9% : ’
Tea Fertilizer Loans = -~ = TR E (gracepenod) .
Coconut Femlwer Loans s e . (grace period)

. derce Central Bank of Sri Lanka

Agamst th1s record there are however, sonie dlsconcertmg features with respect
to the speedy recovery of loans. There are, inordinate delays in taking legal
action against errant borrowers, misconceptions prevailing among certain borrowers
and inability of the banks to help borroweis who ‘are in genuine difficulties. ‘The
Self < Employment loans’ disbursed through two state’ banks suffered most in this
respect 4$ shown by relatively high default rates in the’ case of Bank of Ceylon
(32 per cent) and People $ Bank (26 per cent) ’
Economiclmpact I T

It is possrble to measure the economic bcncﬁts arising out of credit pro;ectsm res-:
pect of income generated, employment created, value added and resulting growth
in-production. Table 2.16 mdicates some salient econormc features of several selected
credit projects as at end of 1985. - o -
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TABLE 2.16

Economic Aspects of Credit Projects — Regional Office — Matara
As at end of 1985

Estimated
Category | Usie/Farmmers | - Projects | (Rs. Milhon) | ross qnaual
: (Rs. Million) (Rs. Million)
1. Self~Employment Loans ..} 690 (Units) 7.2 56 40.0
2. Paddy Loans ..[1215 (Acres) 8.5¢ 3.54+ 8.7ttt
3. Dry-Farming ..] 200 (Farmers) 0-8 04 2.0*
4. Open-Dug wells ..l 43 (Units) 0-8 0.5 0-8

Seurce: Central Bank of Sri Lanka.
.t At the rate of Rs. 3500 per acre.
¥t For two seasons.
t11 At 55 bushels per acre valued at Rs. 65 per bushel.
* 400 Acres yielding Rs. 5000 per acre p.a.

It may be mentioned that the 690 self-employment projects alone are estimated
to provide employment opportunities for about 1,036 persons taking, part-time
placements also into account.

Organizational

In order to promote active public participation and economic efficiency in credit
projects the Regional Office was engaged in organising producer and farmer groups
during the year under review. In the dry-zone, the farmers showed interest in farmer
clubs. Among paddy farmers the interest was in credit clubs, while in producer groups
such as handlooms, coir and poultry farming the emphasis was on procurement and
marketing clubs.  Various non-governmental organizations lent their support to
these groups to increase output, expand sales and achieve better prices. As at end
of 1985, there were 21 such groupings involving more than 400 members. There
were many discussions and technical sessions, clinics, camps and demonstrations
organized by the Regional Office for the benefit of these groups.

Other Activities o :

The Regional Office assisted the Department of Statistics and the Economic
Research Depargment of the Central Bank in conducting seminars and data collection
work. The Rural Credit Department conducted seminars to introduce new operating
instructions on Comprehensive Rural Credit Scheme among the local bank officials
in Matara. Several agencies such as the National Youth Services Council, Natio-
nal Institute of Business Management and Non-governmental Organizations made
use of the resources available at the Regional Office in conducting various projects
and programmes in Matara.

The Regional Clearing House that meets twice daily at the Regional Office
cleared 138, 554 cheques valued at Rs. 891 million in 1985.

Y. e T

A
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REGIONAL OFFICE — ANURADHAPURA

During 1985, the Regional office moved into its newly constructed three storey
building at No. 340 & 340A, Stage 1, Anuradhapura.

The banks in the area were compelled to restrict banking hours and curtail their
services in the northern part of the district due to security reasons. Some banks
limited the acceptance of deposits and withdrawals to a small quantum of money.
The People’s Bank not undertaking pawmng resulted in reduced access of credit to
farmers in the district.

Despite a very unfavourable environment, the Regional Office continued to
expand rural credit and development work under its- special medium and long
term credit programme which was its major activity during. the year. "Ext
of facilities under this programme too was somewhat affected due to cu_rta_ﬂment of
field visits to some parts of the district. However, the quantum -of loans. granted
increased and the projects identified and approved by the banks were of a more
diversified nature.

Of the 1,254 cumulative medium and long term projects identified under the
Development Scheme, 411 projects were approved by banks and 357 projects were in
operation as at end of 1985. During the year under review 300 projects were
identified and 122 were approved by the banks. The commercml ‘banks’ commltment
for these projects was Rs. 3,162,410. :

TABLE 2.17

Summary of Projects Identified and Approved

No. of Amount | No. of units. Bank Loan
Category Units ‘of Loan Approved | - - :
- identified | recommended | by Banks |- ’
. RS. - . Ay RS.
Agriculture 546 5,517,700 173 . | 1,870.200
Livestock 483 2,395,479 127 . 606,285
Industry 160 1,300,739 79. |--521,175
Service .. 65 364,750 | 32 | 164,750
Total 1,254 9,578,668, |  4il . | 3,162,410
Source:  Central Bank of Sti Lanka,

The largest concentration of projeétsiidentiﬁed by the Reg&bnal Office and
approved by commercial banks continued to be in agriculture—the main economic

activity in the district.

ground water have become increasingly popular in the district.

Small scale agricultural projects with the use of under-
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Village Adoption and Self-employment

No. of Projects for- Projects Approved
-warded to Banks . . by Banks
Category
Units Value Units Value
1. ?griculture with Lift Yrrigation - - N . : . C e
f a . RPN
" 1.1 Dug wells with Pump sets .. 429 |- 3 842.9 © U131 - 1,164.7
1.2 Banana cultivation - . . 03 - 13-3. { -~ .01 Do 3.5
1.3 Wind Mills .. 41 548.5 05 . 71-2
1.4 Two wheel tractors .. 31 1,022-0 18 - 1 606-0 -
1.5 Agricultural Equipment 42 91-0 18 - 247 .
2. Livestock ' - o
2.1 Poultry Farming . 77 474.2 28 167-3
2.2 Dairy Farming .. 177 1,064.3 33 193.0
2.3 Goat breeding - b 1, 608-9° | . 43 160-5
2.4 Piggery .. 78 . 248-1 .23 85.5-
3. Industry ' R
3.1 Concrete & Metal Works .. 03 18-6 — —
3.2 Brick manufacture - .. 11 ¢ 46-3 . 05 22.7 -
3.3 Bakery & Confectionery .. 48 319-3 31 153-2
3.4 Blacksmithy, Tinkering &
Welding .. 22 407-3 05 67-6
3.5 Carpentry & wood carving - 17 131-0 11 92-4
3.6 Beedi & Cigar manufacture .. 05 24-5 03 13-9
3.7 Garments & Batik .. 24 175-2 12 98-5
3.8 Coir Products . .07 - 27-3. 05 19-3
3.9 Manufacture of Stationery
& Soap . .. 03 . .20-3 ol 5.5.
3.10 Prep. of Ayurvedic drugs .. 02 9.0 01 3.0
3.11 Leather Products . 03, 25.0 03 25-0
3.12 Clay Industry ’ .. 11 65-5 01 10-0
3.13 Rice Milling - .. 01 10-0 — —
3.14 Aquarium & Inland Flsherles .. 03 21-5 01 10-0
4. Services .
4.1 Packing & trading Household ; : o
Ingradients & other provisions .. 19 81-0 08 - 28-0
4.2 Bicycle Repair Units .. 27 174-0 13 © 68-0°
4.3 Photography .. 02 15-0 01 8-5
4.4 Hair dressing . .. 07 24.8 05 17-3
4.5 Electrical works . 02 26-0 01 16-0 .
4.6 Battery charging units .. 02 16-4 02 16-4
4.7 Transport Services .. 01 - 2.0 —_ —
4.8 * Preparation of Sign boards . 01 5.0 01 - 5.0
4.9 Radio repairing units .. 04 1 20.5 01 - 55
Total .. 1,254 9,578-7 411 3,162-4
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Scheme - Position as at end December, 1985

‘TABLE 2.18

Value in Rs, Thousand

Projects Financed Lo
Capital Involved Repayment |
RS e i Total - B D
Units | Bank | Borro- Units | Total | Amount| Total |- {Employ-{ Average
.-l Loan | wer’s | Total fallen | Amount | Repaid |amount [ Paid up [ ment | income
- .t .Contri- o duefor | dueas | asat .[Overdue{ Units | "~ 1 (Monthly)
bution Repay- | at end end . . -
o ment | Decem- | Decem- o
. 1. ber, . ber,
1985 | 1985
114 {1,010-4 | 248.7 |1,259-17 77| 209-6 | 141.2| 68-4 1l .2%0| 4489
o1 - 3.5 0.5{ - 4.0 or! 35! 1.5 2.0 e “or{ - 3-2
os{ . 71.3| 13.2 844 02 50| . 50 — —| . o8 26-3
16 | 551.0| 324.4.| 8754 08| 159 159 — —_ 32 66-6
22| 125.5| 41.0| 1665 16! s20| 3.8 202) ¢ 06| — =
23] 136.9| 29.4] 166-3 14 21.9] 192 2.7 — 23 11.5
37| 131.7| 20.9| 151.9 27 59.3|..44-0| 153 03| .37 12-9
18 6581 20.5| 863 1| 261 9.2 17-0 07 —_ e
ol 145 35| 1s8o| ‘03| u| seo| sol — =
28| 135,21 . 91.01 226.2 200 531 39.4! 137 07 45 | 420-0
05| 67.6| 234 91-0 03| 159 159 — 0 09 25:4
10] 851§ 24-5| 1097 07| 366 272 9.4 02 15] 100-0
03| 139 2.7| 16-6 02| 64| 49| 1.4 o 12 25-6
11| 83.5| -35.3] 118.9 071 163 163 - 04 28 880
05 .19-3] " 3.4} 227 05| 11.9 8.0 3.9 — 03| - 80
or| - 55t 12] e8| o 53| 53| 02] —| —| =
ol- 3.0 1.0 4-0 o1 . 21} -1:9] -0-2 — 02 2.8
03| 25.0| 184 43.5 03 4.7 4.7 —_ —| 08| 360
ol| '10.0] 2.0 120 ot 1.7 1.7 - — 02 2.3
o1| 100/ 35| 135 ot 19| 1.8 - - 02 2.5
07| 25.0| 16.7| 417 o6 93| 74| 19 o1 0] 525
13] 680 31-5] 99-5 13 35.0| 34.1 0-8 — 16| - 39-0
o1 8.5 5.0 135 ol 8.2 8.3 — — ot T 6-4
05! .17.4 3.8) 2020 05| 102| 59 4.3 o 08]. '12:5
o1 | '16-0 8.0 240 ol 4.5 37| .08 — 03 12-4
02| -16-4 5.0 -21-4 ot 5.7 5.7 — — —|. 21
o so| 06| 56 on| 28| 15| 13| = 02| 30
o1 55| 06 61! . o1 1.0 1.0 —_ — 02 2.0
357 12,7546 | 987-5 |3,742.1 240 | 637-9 | 468-4 | 169-S 44 520 | 1,409-9

~ Source:” - Central Bank of Sri Lanka.

S
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The Regional Office endeavoured to ensure that a major propotion of its
disbursement under the Special Development Lending Programme was utilized for
financing small farmers and lower income groups with concessional terms such-as

-lower down payments, longer loan maturities and lower interest rates. The borrowers
also enjoyed Central Bank training facilities, continuous guidance and support.

The projects in operation showed commendable progress in regard to employ-
ment creation and income generation. It is estimated that total income generated
during the year was Rs. 12 million, and 274 employment opportunities (excluding
- the borrowers) have been . offered: Continuous guidance and assistance and
an uninterrupted flow of extension services afe the contributory factors towards
the success of most of the projects and repayment.

Of the 240 projects which were due to repay their loans as at end of December
1985, 44 projects repaid their loans in full. Failure of some projects and a few
wilful defaulters affected the repayment rates. However, the repayment rate is still
over 75 percent which could be considered highly satisfactory when compared
with recovery rates experienced in agricultural loans.  While re-scheduling
programmes have been arranged for projects that failed, there was continuous
surveillance of wilful defaulters. : :

Trﬁﬁng Programmes, Seminars and Village level Meetings'

Continuous dialogue with the rural folk and the training programmes for farmer-
borrowers formed an essential component of the Lending Programme. Village level
meetings (Jana Hamuwa) were a successful media for a forceful and effective
communication with the masses in regard to development potential and
institutional financing. Forty five such meetings have been conducted during the
year covering approximately 2,000 people. Unlike in the previous year, farmer
training programmes were decentralised and conducted at seven different centres
in the district. Three hundred and fifty six persons underwent agricultural training,

making a cumulative total of approximately 2,000 beneficiaries under the Central -

Bank Training programmes. The training programmes comprised a mix of
classroom lectures and field visits.

In addition to communicating with the masses, the dialogue with bank officials
was carried out on an ongoing basis to motivate them to venture out to new fields of
rural financing.

Training programmeé and village meetings were held with the objective of
changing people’s attitude towards development oriented long term projects and
institutional borrowings.

_ In addition to its own training programmes, the Regional Office continued to
assist other agencies in their training sessions. The Womens’ Bureau, Ministry of
Youth Affairs and Employment, Education Department, Industrial Development
Board, Banks, Gramodaya Movement and Sarvodaya received continuous assistance
fiom the Regional Office. The Regional Office addressed more than twenty
five seminars/meetings during the period under review.
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Exhnbmon of Development Work -

A specxal three day exhxbmon was held in August 1985 to’ deplct the develop
ment work and the project ‘oriented lending programmes ‘carried out so far to mark
the opening of the Regional Office new buxldmg The exhibition catered to three
broad categories :— ) o .

-.(1) Government 'oﬂ’icials;
(u) Rural masses and

(lll) Students

The attendance at the exhibition was estimated at well over 6,500. Subsequent
to: the-exhibition, a large number. of apphcatxons and lnqumes for pro_lects have been
recelved . : , ,

i 'I’he Reglonal Office continued to assist the Development Fmance Department
in the supervision of SMI Projects in the district. The Data Collectors of the
Countrywide Data Collection Scheme were supervised by. the Regional Office whlch
also continued to collect consumer and input prices for this scheme. .

The Regional Clearing House cleared cheques to the value of Rs. 160,028,346.19.

REGIONAL OFFICE—MATALE

| The third Regional Office of the Central Bank of Sri Lanka commenced its
operation in Matale on 23rd December,. 1985.- The area of operation of this office
are administrative districts of Matale, Kandy, and Kegalle. :

A primary objective of setting up the Regional Office was to encourage commer-
cial banks to expand their activities in the rural areas to cater to the banking needs
of the rural sector more meaningfully and actively on the basis of the concept of
development lending. - For this purpose, the Regional Office. is expected to identify
development potential, resolve problems of development lending, and provide neces-
sary - assistance and guidance to the banking sector. The Regional Bank -also
attempted to make rural people aware of available loan facilities with concessionary
interest rates and to change their present faulty attitudes: In this regard, convincing
the. farmers about the advantages of becoming good customers is. essential,
thereby eliminating the unsatisfactory banking practices and habits through a
continuous dialogue with them. It is expected that this exercise would ultimately
lead to bridging the ever widening gap between the village folk.and the banker and
50 bmldmg a healthy banking structure for the development of. the rural sector

Untll the proposed “Self Bmployment and Vlllage Adoptxon Scheme is ﬁnah-
sed the Matale Regional Office was engaged in preliminary arrangements to. conduct
a, series of seminars to explainthe *“New Comprehensive Rural Credit Scheme”
(NCRCS) ‘to farmers-of the Matale dlstnct Further, a conference was held in-
Kandy for Branch Managers of the Bank of Ceylon and People’s Bank in -Matale,
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Kandy, Kegalle, Kurunegala, Nuwara-Eliya and Puttalam districts and for the Branch
Managers of the Regronal Rural Development Bank in the Kurunegala district to
explam the 1mp1ementat10n of the 'NCRCS.~ Imtlal arrangements were also made
to estabhsh a reglonal “Cleanng Housc” m, Matale PR

CUSTOMER SERVICES

The Committee on Customer Services in Banking which. comprises senior officials
of the Central Bank, commercial banks and certain development oriented ministries
and government institutions was established in mid 19817 " It has beeén functioning
since then with the main objective of improving commercial banks’  services to
customers

,_.. DRALE -

Durmg thc year I985 the Commrttee conducted“a postal survey of Customer
Services in Banking in Sri Lanka. Questionnaires were dispatched to a random
sample of 10,000 customers drawn from five commercial banks in early 1985.
Approximately .20 percent of those receiving the questionnaifes responded and the
responses, were processed by the Data Pracessing- Department.. The Report on the
survey prépared hysthe: Statistics' Department 1Srpresently in Yhe draft stage and 1s
expected to be avallable 1o the public in 1986. L ST e

PUBLICATIONS 7, < o0 nuwivenioamge nerete o orns et

The Annual Report of the Central Bank for the year 1984-was presented-to the
Honourable Minister of Finance and Plannmg in terms of Section 35 of the
Monetary Law- Act. ‘The’Review- of the Economy, 1984 wds-also published -later
in the year, while the. monthily builetin -was pﬂbhshed Tegularly. "A brief - review
of the economy in the first half 'of * 1985 was - published ~ during " the "year; under
the trtle “Economrc Performance m the ﬁrst ha]f of 1985”

Among 1he publrcatrons during the - year were Prrces -and Wages Statrstrcs for
1985; which contairied ‘data’ collected undet- the' countryW1de data collecting’ system
and the Socio-Economi¢ Data ' Folder-—1985; containing basic- data’ for the year.
The Economic and Sgoial Statistics of Sri Fanka «~ 1984, and tlie Sinkala version
of the Constimér Finarce Survey Réport—-1981/82 Part 1;:-and Parf I (English)
of the same Report containirg statistical tables were ‘also published.- Staff -Studies
Vol. 12-No. 2 and Vol..i3 No. 1:&-2 and the Theory of Multiple Exchange Rates-
and Exchange Rate Management in Sn Lanka by Dr W}mal Wrckramasmghe were
also p‘ubhshed i L T -

Occasronal Fapers~—~No 9 on: Mahaweh Settlei‘s’and the Problerns of Rural Credit
by N. G: P. Pasiditharatnay No:10"on Relationiship of Centril Banks-with Treasuries
Planning and Development Agencies in the Government by Dr. W. Rasaputra,
No. 11 on Banksdnd Agricultural Credrt—-The Tndian Experlence by M. Narasimham
(former Govertior; Reserve Bank' of - Tndia)? “No. 12 -on Reglonal Import
Institations—A Stﬁategy forRegional Cofoperatxon in- Indéstry in South Asia by
Sumathi Nimal Fernando,-and No 13 on Hrre Purchase and Leasrng Fmance by
N..U: Jayawardena vere published: : R AR .
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The Credit information Bulletin No. 5 was published under the titie “ Credit for
Fishenes _ ) ' ) ‘
SE‘MINARS S e

The Central Bank hosted a three—day Semmar on- Non-Bank Financial Institu-
tlons and Moneétary Policy’ from June 3rd-5th'1985. Officers from' Bank Indonesia,
Bank.Negara' Malaysia, Nepal Rastra Baink, Central Bank of the Philippines, Bank
of Thailand and the Central Bank of Sri Lanka participated in this Seminar, organised
by the South-East As1an Central Banks (SEACEN)

g ey T . ) D ; .
Th ERN IS RELTIN B T S 2 TS N S A
Counti'y' wndeDataCollectlon System '['_“ A :P.‘ I

Under the Countty-wxde data collectxon system data are collected on fetail’ prices
of nearly ' 220.consumer. items, producer. prices of- major agrlculturaI products, retail
prices-of agricultural.inputsand wage rates-in paddy farming;-tea, rubber and ‘coconut
small holdings and in the construction industry. Tiformation’is’ also collected ‘on the
availability of consumer gocds, agricultural inputs and labour. These data are
collected on a regular basis from 100 selected centres in the country and presented
annually i “Pnce ‘& Wage Statlstlcs Retall Producer and’ Input Prlces and
Wages” A , T

Monitoring of Import Liberalization Programme

The Statistics Department of the Bank continued to monitor the import liberali-
zation programme by obtaining monthly data on Letters of-Credit and Bills received
against Letters of Credit. These data and their analysis were made available-to the
relevant authorities on a regular basis.

Survey of Planned Investment o

The Survey of Business Activities and Planned Investments is conducted on an
annual basis in order to ascertain the structure of Jinvestment, its direction, the
extent of planning, sources and uses of funds and the volume of investment.
The report on the Survey of Business. Activities and Planned- Investment for the
period 1983/1984 to 1985/ 1936 has been completed

Survey of Customer Servnces in Commerclal Banks in Sn Lanka

At the request of the Committee on Customer Services in Banking, the Sur;/ey'
of Customer Services in Commercial -banks was conducted during January-April
1985. The main objective of the Survey was to gather information from banking
customers .on attitudes ‘towardsservices that are-offered by their bankers in ‘order to
consxder ways and means. ofi i nnprovmgL the scope and eﬁicrency of bankmg services
in Sri Lanka. T O P S SRR ST P SR

‘J.». -



( XL )
TRAINING

During the year 1985, the Central Bank continued its programme of academic
and practical training for Bank officers. Academic courses were confined to post-
graduate studies mainly in Economics and Econometrics. Practical training which
was in the form of short-term courses, seminars, workshops, study tours, etc.
covered chiefly the areas related to Rural Development, Agricultural and Industrial
Credit Banking and Computer Studies which were held at institutions in Sri Lanka
as well as in foreign countries.

During the 12 month period ending December 1985, nine officers proceeded
abroad on post-graduate studies. Six of these officers followed Masters Courses
while three were on Ph.D. studies. One officer undertook post-graduate studies at
the Post-graduate Institute, Peradeniya University and four officers followed Diploma
Courses at the University of Colombo, Institute of Chartered Accountants and
National Institute of Business Management, Sri Lanka. Ninety four officers went
abroad on practical training. One hundred and fifty one officers followed training
courses conducted by the Rural Banking and Staff Training College and another
116 officers participated in short-term training courses and seminars conducted
locally at other training centres.

The in-service training programme in Commercial Banking Practices and Opera-
tions for Central Bank officers at the Bank of Ceylon continued upto May 1985 and
three officers participated in this programme. It is expected that this programme
will be continued in the year 1986.

DATA PROCESSING

The Data Processing Department handled the following computer apphcatlons
in 1985 —

(1) Employees Provident Fund Accounting System
(2) Balance of Payments of Sri Lanka
(3) Imports Moni;oring System
(4) Government Accounts Branch and Current Accounts
(5) Accounting System of the Public Debt Department
(6) Statistical Surveys
@ Sufvey of Customer Service in Banking
(ii) Analyéis of Consumer Finance Survey Data of 1978/79 and 1981/1982

for the World Bank - Central Bank of Sri Lanka Study on Evolution
of Living Standards in Sri Lanka Since 1970.
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(7) Estimation of Econometric Models for Policy - Sri Lanka
(8) National Identity Numbering System for‘Registration of Persons-Department.
(9) Payroll Accounting System and other payments

(10) Country wide Data Collection Scneme

(11) Central Bank Employees Retxrement Beneﬁt System‘

(12) Central Bank Welfare Loans System

(13) Management Information System for Central Bank

(14) National Snvings Bank: Accounting System

' (iS) Money Market and preign Ekchange.‘ Tnnnsacti;)ns
(16) Statistical work of Ceylon Government Railweys

In addition to the above, computerisation work with regard to the issue of
Employees Provident - Fund -Passhook System was undertaken. ~The. prograxnmes
of the Passbook Systems have been tested and are ready for operation. This Depart-
ment also undertook the impleméntation of the Automated Cheque Clearing
Project. Preliminary work on this project was completed in 1985 and operations
are expected to commence by the end of 1986. The systems and programming
activities on the Export Monitoring System was also undertaken during this period.
Computerisation of the General Ledger and Balance Sheet of the Banking Depart-
ment was done during 1985, and the Production Runs will start early 1986.

MANAGEMENT AUDIT :

The Internal Audit Division audited the variou$ departments of the Bank;
including the Regional Offices at Matara and Anuradhapura during 1985. The
audit of the Pubhc Debt was w1dened to cover all .operations of the J omt Investment
Fund. IR

‘The Mapagement -Services Division reviewed staff requirements,. work norms,
existing procedures and study- of internal controls in theé course of carrying out 0 &
M assignments. The study on requirements of Public Debt Departmcnt was
completed during 1985. A report was compiled on the incidence of no-pay leave i in_
all departments of the Bank. A report on work norms for the non-staff officers in
the export * Post Check Branch’ of the Exchange Control Department was also
finalised during the year. -
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PERSONNEL

The Governor Dr. W. Rasaputra attended the followmg conferences and
meetings during the year 1985 :—

@

(b)

©
(d)

©

®)

®

The Twentieth Conference of the South East Asian Central Bank (SEACEN)
Governors in Kota Kinabalu, Malaysia.

The South East Asia New Zealand & Austraha (SEANZA) Governors
Conference in Kathmandu, Nepal.

T

The 13th Board Meetmg of the Asian Clearing Union in Kathmandu, Nepal

The Interim Committee Meeting of the International Monetary Fund in
Washington, U. S. A.

The North - South Round Table and the Exghteenth World Conferenoe of
the Society for International Development (SID) in Rome, Italy.

The Annual Meetings of the International Monetary Fund and the Inter-
national Bank for Reconstruction and Development in Seoul; South Korea.

The State Bank of Pakistan and the People’s Bank of. China -for official
discussions.

Mr. G. Cumaranatt}mg,a,~ Deputy Seeretary to the. Treasnry acted- -as -the
Alternate of the Official Member of the Monetary Board in the absence of the-
Secretary to the Ministry of Finance and Planning,

/ Mr. D. L. Kannangara, Senior Deputy Governor acted as the Chief Execu :

tive Officer of the Bank and the Chairman of the Monetary Board in the absence.
of the Governor from Sri Lanka.

~ Appointments—

Mr. V. N. D. Nanayakkara, Director, Data Processing Department was:
. appointed Superintendent of Public Debt with effect from 15th January, 1-985 Y

Mr P. Amarasmghe Supermtendent of Public Debt was appomted'Du'ector of,
the Data Processmg Department with effect from 15th January, 1985. B

Dr. G. M. Abayaratna, Director of Economic Research -was appomted
Director of Statistics with effect from 15th November, 1985.

Mr. P. M. Nagahawatte, Director. of Premises and Additlonnl Chief Accoun- .
tant was appomted Controller of Exchange with eﬂ‘ect from 15th November, 1985

“Mr. D. A. P. Weerawardena, Controller of Exchange was appomted Adwser,'
Exchange Control, with effect from 15th November, 1985.

Dr. N. E. H. Sanderatne, Director of Statistics was appointed Director of
Economic Research with effect from 15th November, 1985.
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Mr. S. Pattividana was appointed to act for the Superintendent of Currency
with effect from 15th January, 1985. He was appointed Acting Superintendent
of Currency with effect from 8th June, 1985 and Acting Director of Premises
and Acting Additional Director, Rural Banking and Staff Training College with
effect from 15th November, 1985.

Mr. G. D. B. Munidasa, Deputy Superintendent of Currency was appointed to
act as Superintendent of Currency with effect from 15th November, 1985,

OfTicers on release (as at 31st December, 1985)

The following officers of the Bank were on release to Ministries, Government
Departments and State Corporations in Sri Lanka and for assignments with Inter-
national Organisations :—

Mr. A. S. Jayawardena, Executive Director, to the International Monetary
Fund to function as Alternate Executive Director for Bangladesh, Bhutan, India
and Sri Lanka. :

Dr. S. T. G. Fernando to the Ministry of Finance & Planning to function
as Chairman, People’s Bank. .

Mr S. Easparathasan to the Ministry of Finance & Planniné, to function
as Director , Aid Utilization and Debt Management Unit, Department of External
Resources.

Dr. L. E. N. Fernando to the Ministry of Finance & Planning, to function

as Chairman, Bank of Ceylon. o
Mr. A. A. D. Justin to the Ministry of Industries and Scientific Affairs {6
function as Secretary, Ministry of Industries and Scientific Affairs. \F

\
Dr. A. C. Randeni, Dr. G. Abeysekara, Dr. I. Coomaraswamy, Dg .
S. S. Colombage and Messrs M. B. Dissanayake, E. A. P. N. DiaS\Q ,
G. A. V. Fonseka to the Ministry of Finance & Planning. ! ,_f},ﬁ

Dr. D. S. Wijesinghe to the SEACEN Research & Training Centre in Malaysia ‘!ﬁ
for an assignment as Research Economist. ‘

\\\( .
Retirements _ NET
Dr. H. N. S. Karunatilake, Deputy Governor retired from the Central Bank’s 2;,__; i
service with effect from Ist March, 1985. f;l \

Mr. M. E. de Abrew, Consultant Engineer, retired from the Central Bank’s
service with effect from 30th May, 1985. He was re-employed on a contractual
basis from the same date. "

Mr. R. M. Tennakoon, Superintendent of Currency retired from the Central
Bank’s service with effect from 8th June, 1985.

Mr. A. T. W. Jehoratnam, Staff Officer Grade IV retired from the Central
Bank’s service with effect from 12th November, 1985.

Death
Mr. T. G. Punchiappuhamy, Deputy Governor expired on 19th October, 1985.



