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‘coples of which were sent out to M Wads. of
) the lot the only one that he though‘rr,really ,

practicgble was No 5 of the Crown Agents

possioilities, that §! i#borrowing from year to
year to meet some of the debt charges up to
194¢ when the loan coumes to ve nald off.

When we were discussing the thing a
yOar sgo, Lné -iew taken was that it wc 1d be
inadvissple to vorrow iu order t> wmeet debt
charges and.olr alsu sdmitted tnat tnere was
Jhe resuit of it

tnis tundamental Lojeciion

would be, asSlaing tlai Kenga borrowed say up

t9 Ll5u,udu a year urtll la4d 1o aeet all 1ts
Cikaing rmun cherpes  timt there would oe a
slief 1l ygearly osyuents ta2ting irom (180,J00
T35 L L4, Ul b 4, wiln an .ucrease in
thED0.000

Lie 2e00 30 Lhe Loy oy adout BRAGN0EY 1in

Cahe. v rkansom's letier shows that oir William
GAawers Le<4gs Lne opfection thatl, 1f there is to

allua L payments 1l Hught to de

U omuy relist
rooortioneiely ouassed o Ui the nailway, and
tuat f tnis was not done Lufre might de

'

aratasts from Xailway users. L oam not so sure

ayself tnat thls iu altogether sound and if the
~rircipie 18 admitied then porrowing for the
wnole lot ssems trhe best way out of it.

It the porrowing method was applied,

lony 5

not to the w}\ole ot but onl‘ o t.he G
sagrg of. th*\u B Hen.the;annual ée ot

would taper from "2AB 7077 to.,s% 3561y Wi ch time
thére would oe an ificreased deot of £51QO,«.<)OO

Laltling ror about £20,000 a year in annual

Chsces. T LLe 43 96 CeNbe lOan was tnéludad

thes e Laving would pe £66,000 in 1955 .going

i+
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dowh to £37,160 in 1046, By inis date there would
pe an additional cspilal lisbility of £P26,00C.

1 don't thiog any asction is called for at
Alan

poesent until we see wnat Lir “in definitely

repoummends, but 1 might seud him a copy of
~
¥r.Rarsom's letter tor his irlormation.
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Thanks. %We may be forced to adopi some method of
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1
the enquiry and pointed out that it shows that any offer qf

~

appreciable amount of the stock would be such as coulq:hprdlg

be justified from the Government's ‘point of view. '#. %

Incidentally, I may «dd that we heve ede déﬁéiléa .
calculations which show that actuarially (on . sresent vbiue
basis) Kenya would have profited by such = conversion on the

5130 for £100 basis if the rate of borrowin- nroved to be

3% per.cent or more in 1946 or by such conversion on the 0135

”if:the rate proved to be L ner cent or 'wre in

Some people might. hold, in view of these actuarial
figzu-es, that the Govennment would ‘pe :justified in trying the

the publie might regard
J Bue of a new 3 Der cent,
year stock, fnr bélow‘the proper price’ (nearly par), and
redit'might be seriously affacted,

Mnreover we are still very -louhtful whether holdings




@ 4, MILLBANK
WESTMINSTER,
LONDON, 8 W 1

(ViCTORIA 7730} <

19th May, 1936

Deer Flood,

_,rgliaf to the extent of £27,000 a year og mo}-e aymuailg unt‘il—r-xfr

1946 at the cost of extra charges thereafter (which aﬁs
a L% level .n 1946, we gave as £26, 000 a year from 191;6 ‘o
1970). * Now that 1946 is nearer, the annual saving wegld ke
greater but for a shorter period. It should not now be
necessgary to offer sp much as 130 of the newytfon 100'of'the‘
014 stock. . -
- The objection to such a ‘soheme ie, as you ‘Point out,
that the ultimate cost to Kenya is unknown and that tha
neoessity of*raiging a new loan in 1946 might 1nvolv¢ raising
money then at a high rate. This was the o‘bject:&m raised‘ by

.

e . .

Y. By W, Flood, Esg., C.M.G.
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Deer. Ranaom,
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Bubstaniiag

in 1946 sssuming that that date was taken.

Suppose, for instence, you offered £130 at

... Thén the holder would get.
1

" &
bl - 1
- I B hR}

,*§;g9"fnstead of £6, but in 10 years' time

woula receive an extra £30 of capital.

Thet would certainly be fairiy aftractive

If interest rates in

Hén Kenya would have to
e L

sfund ‘'were “to qm,ount»t?o anything appresiabl,
? meen that the. actual burden on the

2

e i of

- dince whst it would g;ii’d in PY T

interest it would loge in the way of more

sinking

.

‘to be pretty substagtial

€.

Sir C. Patkinison.
Si# G. Tomlinson.
Sir C. Bottomiry
Sir /. Shuckbiergh
Permt. U.S. of 8.

Parly. \U.S. of S.
/

3

Secvetafy-f State,

DRAFT.

dey

-~

sinking fund, unless indeea they

. A-
; ; PRI

were, prépared to risk not having a

Y

1]

L
Hind &t ell ana rely un the
DY vorrewing ok ag;lay i 10 years!|

Hdiigs -"@Haffgyﬂuld be another element

e
oF fabink
O N

£omb

T8y e alld wrong, ‘of course,
but that is how it struck me personally,.:
and I should like to know what you

think about it.

Yours sincerely,

fo Jo o
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DOWNING STRERT.

/i./- May, 1936.

Dear Ranscr, ‘
Ak i

e X 5

Thank you.f£0r your letter 3&}

(T A

;of the 1Yty of May: enclosing & letter

) '
from the Treasurer of Kenye and g
.- . ‘ ” s
.. N X Lt
dreft of your jeply on the subjegt of
& - / e yl‘ N 5 ' .

g '

loan convergfon,

- I hgve. aiwwn it to

4

Sir John Campbell and Sir Ce¢il

o

Tight in gdvisiné g;hgnii"i‘" ﬁd‘!jop:gth‘e‘ V
questi;)n as you “px“olg‘qser.
add, however, t'hatfyo,uk ‘\;hdgrst;ax;d"
that Sir Alan Pim wi‘JfJ_. discuss loanA
conversion. among other qﬁ;vz;t;ons in

his report which is how being finally

prepared
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In your 1etter of the 16th March, you

/) concurred in the terme of a Ietter which we sent to
“ ~z

the Treasurer of Kenya ‘about voluntary conversion

schemes.

We have now received another letter from
him o1 - = subject, of which I enclose a copy,

together with the draft of a sem =

ﬁ.,

which we propose to send fn




The Treasury,
Nairobi,
Kehya.
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" 8th 1oy 1936.

Doear Walsh, )
Your cffictal xcq;nggdemmx Jatter af the ,m\

April, Eo.0./28/1/11/45, u.bme Lom\convers A £

rather dolicate position and I huvo théught xt‘hast to urite

to you gsemi=officially and suggost that we should leave it
unanywered.

the Genoral uanusar suggants furthsr 1uvent13a.uonn

into the posoible oNrse '_tad in para.}} Ib] of our letter

of! e moh. ve msnnom' 4nnt ouumo in angver to question

Ly

ez

. but wo added that it uns
gottled which qould juotify

whnl mttq: m beon: rery mamiy
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prtmlms pamit of o ccmrasnn drai"batm tm
maatbh sumn of such an Joffer aro smonuaamd 3\9













(&) o MILLBANK,
N " WESTMINSTER,
LONDON. S W 1

(VICTOMIA 7750}

25th April, 193e.
\“ N j
“Dear Flood,

FYou have agked me to send ydu ‘a\\note about the view |
il (f

‘expressed-‘”y 811' Willia.m Gowers (which I mentioned to you vy,

,‘a\.
It is that, altnougn Kenya hav hg\borr

and Uganda Railway for that purpose, vet such athon might be‘\

. Btz‘ongly objected to by users of the Railway not bnly'j\n Kenya‘e
‘\§ J but also in Ugahda. It .o true that the obngatmn tz‘: amck
holders to pay the sinking Fund contributions 1s an \lelgation

of the Kenya Gavemment but in practice 1t is a liab\ni‘ty of iz\
the Kenye end Uganda Railway. wnich provides the"gno{u:y\ an\d. 1t

RS
might well be argued thét any relief ought to be’pass&mn ‘30

ﬁhé Railwey. Such relief, for example. mignt enabla\\r.%_

and Uganda Railway to reduce freignt rates - a mat'ﬂ 7"\

.E.W.FPload, Esq., C.M.G.

o & TRk 3t aevpira ey
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i 4. MILLBANK,
@ WESTMINSTER,
‘ LONDON, 8. W. 1.

{VICTORIA 7730}

_17th March, 1936.

telephone, that the Coluﬁ\f

"The effect of this on the* Colony's 'credit an“ﬁ
financiel standing cannot be expresssed in any
definite terms"

have added the words !

¥ "but we 46 not think tHat At would nedest arily
be detrimental. .
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Downing Street,
16thidiarch, 19z6.
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: loans. te haveynb‘!h;f,

with Freeston. . We ae

opuf\'entially to the Colonial Secrotury but uppatently

i i o he has not pussed 1% on to th& Generai ucnnher or to:‘
G- i o S
# the Treaaurer. /

§

(ne must pay

'O_ne can put on 4

ponterity!
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4, MILLBANK,
WEBTMINSTER,
LONDON, 8.W.1.

(VICTORIA 7130)

CONFIDENTIAT,. 11th March, 1936.

: Ve We received from the Government of Kenya in

4 Decambér h} note by Mr. Bailey, the Acting Chief Accountant

£

)ofrthe‘ Ken'ya nd. Bganda Rai:lways and Harbours, ebout the

Rt Ny

vql\m{ ers‘ion of Kenya loens. He expresséd the

] view that an @rfen- of 2130 or 3%, 1975, in exchange for E

iie i, £100 oft i, 13&6/56 Stock vould nnt\ be sufficiently B
. ant [

. ¢ 1

:

atnracti‘vs ‘and su%gested inataad an erer of £110 of 35 w)

1975 Sto&:, plus a c¢ash pnyment of £20.
\? 2. I’ enclose a copy of the ’

X
*er which we sent 1n - L
reply, and of a letter on the qubject which we have now
rece;véd from the Treasurer of Kenya. . 4
¥ 3. Ve h{)po to discugs the matter with our brokers

. : in a few days' time, and meenwhile, in order to save time,

1 enclose herewith the draft of our reply to Kenya, which'

I understand -is not likely to be materially altered by that

discuseﬁign. —¥%ould you'let me know whether you have any .

/objection

2

J. E. ¥, Flood, Eeg. = = %
Y : '
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Crown Agents for the Colonies,

‘ 4, Millbank I,
A/218. COPY., " LowmoN, S..1’
CONFIDENTIAL. i 23rd December, 1935.

str, L e

I have the honocur to refer to your 1et€er of the :

lq,th Novggmber, No. 07'28/1/11/29, enuloéing for our’ o'ts‘aez{vati
a lettér frém Mr. H.A

a

ot‘ £130 of 3% Stock, redeemablg ‘;lna-
of 6% St’ock, 13&6,{56, vrould no :

\\“

hat\ an offer euch as tm’

'r suggest.u ay Mr. pailey wduld ot be likely to attrn"at any
cqnsidf ‘able nmpber of stockholders. §

At the present low- L'at,e,
mq

ot ‘d. erest invaetors ar-; naturally“‘ npt/favourably diaposed -y



No,C/28/1/11/36 ) b
@E;DE‘NTIAL. , 5th Februaty, 1936. !
E
Gentlemen, E
2 I have the honour to acknowledge the receipt of ;

and to thank you for your Confidential letter No. A/218 of
~ the 23rd December, 1935, the - pontents of which have been

communiceted to the Hon. General Manager, Kenye and Uganda

Railways and Harbours for his eonfidential information.

with the local Govermnment, is natu.gplly anxiou !
i available particulars on the subJect of Losn conversion end

\asks whethep it would be péspible for you to supply. the

llowing add ‘ional information:—~ :

What are the principal factors gqverning
the opinion expressed . in your letter

3 t:' of‘the 23rd of Detembier, 1935.
{(b) What form of offer would, in your opinion,
1 \\ be sufriciently attractive to holders
JOREN to ensurs the euccese of a valuntary
‘5 A conversion scheme.l.

- ! " i3(e) Wnat would be the cos} of attempting a
- oo voluntary conversion i.e. what would
. the Colony stend to lose 1f it proved
g a complete railure.

- . (a) vhat would be the probable effect on the .,
S . Colony's credit end finencialstanding
- should the attempt prove = complete -
* failure. %

(e) Wnat, in your opinion, is 11kely to be the
basis, of borrowing in 1946.

ok

b




3. . The speculstiv% ﬂature of these enquiriees is

fully realized and the necessity for absteining from
quotation of any opiqion Yyou may cere to express confident
1811y is equall&l}@ll understood. At the same time a
proper appreciation by the General Manager and myself of

all aspects of the problem is a matter of some 1mportance»

and it 18 with this obhject that _further information 1s
sought. ‘ f‘ i !
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X L
The Treasurer, .
Nairobi,
KENYA.
. N . [P
Si‘rH ’

I have the ‘honour to refer to ybu‘r letter of 'the/l

p J
Sth Febmary, No.C/28/1/11/36, transmitting certain enuuiries

from the General Mamager of the Kenga and Uganda Railways
and Harbours on the subject af ioan conversion,

3 P The rollowing answ¢

’ deﬁling with the specific

#PDintE raised,.relate to the proposal\made in the Chief
3 _, P

’%gr; '8 letter or 213t August, 1934, There are, or
Pt

/mahy other «coneiderationa bearing on the génergl

8 ion o,f’; voluntary 1oan conversion schémes whichthave,

we
b;i ieve N ‘been

i
communicated confidentially f,t.o 'ﬂhe colonial

. Boe‘retar* »gax’d were discussei fn London by Mr. Fx-eeef.on of

vAL

SRR S,tl?'{l}olonial Office with Mr.:
A T

At the present lo¥ ’;'ate or iq,{:eré( vestora. :
are not attracted 'byw;'ong-datq’q’ ap

By
L4O-year loan would ot be accoptal g'qb, th‘q},
London marltet in presen ( condit}d‘ons , / ’,/r "

tockholaer, copbifig £150 of “3%1975, a*tdck';w
%e;ehange fo% €100 of( 6% 191;6/5? stodk woul
Tes *inqome and”euch m;éxahgngs would, P
afove not e ‘Buitablp For‘a trusted’ who had
. ‘\{:o chedder aslife 1xi'£pren’t 8 woll as a”

/reve rsi@nal‘y& §

(
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3
END

reversionary 1ntereut,
holder 1nf1uenced by si

nor to any other stock-
milar considerations, -

inérease in capit

a holding of £130
to be warth in 194
likelihood of & ne

of 3% 1975 stock is
6 then £100 in cash.

Even where a stockholder is able to offset an

al value against loss of
income, he has still to consider how much more

likely
The

t gain in the long run is

hardly stnong\enough to move stockholders
generally to convert.

fer of £110 of 3% 1975 stock plus £20
casgf ould not 'be any; ‘more: attractive than an
7 of £130,0f 3% 19715 ‘stock unless the
ik st kholder had samg:

préferring cash to
to be the case.

,_ng“an ofrer of voluntary
’ coﬁVereicu to all t?g’ﬁgockholders whqch none?/
.ﬂ :

‘te éf 1n1:ere

BN A\pnobahudiy_is_tmm 5t




