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sSf CIll.TPWSport S8........... ..
SuggOBts that question of annual 4ajUatment of 

the ThlM ofinvestmente should no* ho roTlewod Ini 
. Pecomd^B the creation of a specif rooeCTo account 

to ociTOir future dep*«oiatit|n #t vilue^ of spi^nities-

k-
13 March 1|9M.* a • 9 a

f’J

7>V #-' /
^ (^noppl Dapartnentl 
i' - ■ i underatand that aimllar proposals have been

!s., t . - /

.«
:iU

forward hy certain Colonial Governments and that a
.»>

''circular despatch Is likely to Issue at some future 
date.

A , -

It Is not quite clear whether the High 
Commissioner's proposal relates specifically to the 
investments of the Railway Provident Fund or whether 
it la intended to cover the investments of the General
Account as well. The latter Includes the Investments

; of the Renewals Fund. From paragraph 3 of the 
deapateh I assume that the proposal Is comprehensive, 

i I attach a copy of the General Uanagej^'s repoft
for 1933. The pages marked show the value of the 
Investments of the two Accounts and the amount carried
to Net Revenue Account In respect of appreciation of

•ts
a I
:

Would you advise with regard to action on this
I

despatch?
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The minutes and the urei’t'fallow - '/
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J^/^AX *=»
recognised and well eatahliahed practice and that
practice was only adopted after considerable

.i- ^ * ,

argument and therefore ought nO-t to*'be^upset, ■ at 
the seme time in the case .of tie'K-U.H. v^here i.a V 
considerable disadvantage in-the authorised procedtjre 
In passing I may say that the (luestion of the value 

- of investments is ^ confined to the Provident Ptind
; -■ in .this despatch but is obviously meant to cover all-
I ' ■ ' ■ xr:; -V' ■, ./

^ ' iifves.tments held on account of. the Hailijidy .''
, ■ -X; investlnents are largely held on behalf'of^the '• . 

%PjS|1x-X, , '-Hailway Renewals Pundsaand that is theNeason why
iWmSS::YMr' ■■- - - " - ' \

amounts to so much, as. i;l£5,ai4.
The result of showing aa appreciation in

i' revenue is to enhance tne receipts in thp year in 
■jwMoh sudh appreciation is credited by a fictitious . 
amount; In the case of-a Colonial Govt, it does not 
mattsr very mucpbift in >the case of the Hailv&y, wi-th

\
/

■ Wo! S677/ia.•f--.w aroaBBlth,

The ectlon proposed by Mr. Cade is in
with the' line taken hy the Colonial-^ i 

on 81147/1934 Nigeria and 81088/84 
Nigeria in oonneotion with ithe'Nigerian action

,, in transferring appreciation of s.eeuriti« TlB
/ - Eevenue and Bxpenditure to a special Reserve ;

■■ (Inveatnent Appreel^l,en Account); r and j
X ho objection to it. It does noVof course

orasiderstloh in due course
■ the creat^n of such a Eesorue Fund If thoughp.X

ftxW^x‘

I ^ r"
S*‘ :a ■ ajjdcaraance

y‘'No.*9» ^... -V 4-r-' '■ 1 '■'m}
These\ »

i; Yik\Ct

deBirable.- —. s?* ...

y
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Si; ;
' ' t" makes exorbitant profits^
K * 1, ;, it is desirabls-ii possible to get such adventitious^
VT;; .’ •-;;)*lS;,;,aids out pf the revenue beoause in spi-te of any

•J amount of explanations people will argue oi^ gross. '

, ... . -’S-XlV mV:aXl9M;t0J> tho faetj'.that acme of . ■
^ ^ the revenue is a very doubtful .juantity. Ihe' ’

^I,osi^:^#■ of h^:piotu«iviiinv^^ ■'

Pf^i^dpunt -in oade it'be vurger*n:4ay.,^|£jiSat: /
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-■^4 The minutea end the arei't follow
recopiaed and well estdhliahed pruotiue ana that 
praotloe waa only adopted after considerable, /

^ y /
argument and therefore ought not to be^upset. ' atNo: 3677/ia.
the same time in the case of the IC-U.ri. there ia 
considerable diaadvantage in the authorised prooedture 
In passing I may say that the question of the value

Sroaemltht

The action proposed by Mr. Cade is In I

3
■ •#."Vocor*!*"®® taken by the*Ooloiflal-J

*' '■ . <• X P
Office on 21147/1934 Nigeria and 21083/34
'Nigeria in oormeotion with ±he Nigerim action i

*! in transferring appreciation of aeoilrlties 'Tla
Eevenue, and Bxpendlture to a special Reserve

V'S^ (Investment Appi^ei^tien Account); , and %

yff'. ' 'see no objection to it. It does not/of course
close the door to crasldoratloh in duo bourse

'■^ the, creation of such a Reserve Ruii^ if thought

of investments ia not oonfineo to the Provident P^d 
; ^ I in this despatch but ia obviously meant to cpvar all* 

ii iifveatments held on account of the Hailijby.' . These 
investments are largely held on behalf Of the ' ■

■; -i “Railway Renewals Fund and that iu the reason'^hy

' 1 ■'

Th-,r.i \

■'"'V ■,■ •• •

1 •■j

appreciation amounts to so much us j:iiw5,dl4.
i V

The result of showing ^n_ appreciation in 
,V'"reyeiiu0 ia to enhance tne receipts in th.p year in

r \ 6^ ■ whioh aiioh appreciation ia credited by a fictitious 
•:' amount;

4 daiBlra^le* ay.-.-. mM1 In the ease of a Colonial Govt, it does not 
.;/■ matter very much, but in >the ease of the Railv;ay, with

'S

0 V t: . people oonoending that it makes exorbitant profits,
j,-.„ i: it is desirable-.-if possible to get such, adventitious^
'• ’ aids out of the~revenue because in spite of any ' ,

■ . ■ J ‘ I

‘ explanations people will argue oi^;groaa^ »

„’.n revenue is a very doubtful quantity. ?he'
|^^S®‘#oe,i-to; s^deyoi t plotvff^._iia^.,aipn-td' b

'*19' [i^l'nto ac'bbunt'in oaae it' be xirged; iinfahy .year that
®;' ; : r^r—- ,
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, vJn view of the faot-that the latspn
.,: Oommlttee niay not be peoortlng for ■ eonsidarab^e 

I A ' time, I agree that a definite deoieion'
• Kenya proposal -appears desirable, subject to 
anything that the General Department may have to 
say in view of,their draft circular despatch and 
the detailed oonsldaratlon of all and sundry fu^ 
which that draft foreshadows.

The accounting of the Kenya-Uganda Hallwa^ 
is more truly "eommerclal'^ t»>an other Colonial’ 
Railways; and in the cirpdmatanoes I agree that 
it would probably be sound policy to create a 
reserve fund f^m present appreciation of invest- 

to meet 'future depreciation. On the other 
hand, I do not see why a departure from Colonial

<1- the Railway is losing money simply because 
some of its investments have gone kown.

The ’gatson Committee, dealing with . . i 
PrpvidSjpt Funds is not likely to report for a ■ 
generation, 1 sh'ouldmH''.think'. I am a member 
of it and I can .see little prospect of, any ' : 
finality.

Mi:.
on the

R,-
T’.V;

■'M
i .therefore rather hesitate' to rule

the proposal out of consideration until that 
i Committee has reportad(and until its Report geti

approved,1 Which will take even longer^ and in 
“ii, 'til? special ciroumstanoes of the Railway 1

^ , think the,! there-is a great deal to be said for
- ' i

D, notp.

•t-

[' -'4'

jienta

the suggestion put forward by Kenya.
\ '
t^at you are of the opinion that .t^^ '

, f'-a'N
'i n establishment of such, a reserve fund o.^

-■

•• .i, properly be considered and if you woup.d have

Regulations and the principles embodied therein 
.. should be permitted. It would

i- »/. / *
probebly ^eod to

y?#•-
•f*

■ ■'.y' similar applications from other sources^" and ae'1 
have already pointed.out in my minute o^. 26.4.3b. 
herein a reaerve can be created'by 'Cohetltutlonal 
meana by crediting the appreciation to' raWanua* '

nom /
»,v." -f objection I thinJc the proposals shdultj. be 

' approved. The effect will "be ..that "iH "S;-

V J
a special reserve account to which 

appreciation will be credited and agaiuat
>

.A ■' and then voting it out of expenditure to the reserve 
fund.

i

^ ; which depreciation will be charged butyiihen
gets to aUoh a point a^ 'to wipe 

{ ^ut'the bredit balance it will'^th

Future depreolatlon would be similarly '

_ _ _ i charged to expenditure, and, funds being avallabie,
M ilKe amount is brought to the credit of Net - -

'' • Revenue from the Reserve Fund. Thlb^ could
• hardly lead people int.-.unfounded oritWams^f ■■]

' "exorbitant prbflta", because, they epuld i^rdly
; .be BO foolish as to base their views igj the gross' ’

::'[.Mptai of revenue only and dleregardiM the grbas 
r- ,''■■■ r.-. f ' . .»■

:;::-Jg:' .!;,:AlT,4stdtal jpf expenditure, even were such gross totals , .

%'*viill4bl^. ^ctttally,,,however, under the eyetem of . n

i

a»«K
i^n be neoesaar:^ 

to put in the extra deproplatioh a6^ expenditure 
kooo\hit balanoed,'

Would you aep afly^-cbJeotlQB to this?

!

‘ a \\in o.rder to kee;
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Hallway gpoas t'o<»laiVa^^:j^g^^|. 
tot Shown ana'tttch tpanaaotiona aa t'hawa’* ' 
^oaorihod ahove paes through the Hat Ra^anu^ ^

^ _ ^ 4-^-^ Aoeouat* without confusing tha totals ojf ■ |

V ‘ woplclng rorenue and expanditura. 
i,'

- . -;r'

rm T^- t'hai^'S^d

'\Tiie 8^ prsiaciple herids- i/ i„i&y s/ ' 
or Old Maatara. I have go't thjB#;| 

r': '-thinga, and what I have ia the object .whether It be 4.
(f av a. AfeaiCfiUtf.e a/a '

a Chinese figure or a Vela s^IeT;j^ai i dTi' foint h e point
“ ■' i.:-W

ti . v>
X ■- aifSi
liH 

■w:

: 7'v> ■;X''M-
11 ‘:X4Any parson

having the wit to extract such totals for himself 
/jj would also have the wit td dlffersntlata hetween 

oa^dlnary-Working reyenuo and what I would prefer 
'^:4oail "windfall" ravenua rather than "fictitious" 
^ I revenue. There is nothing "fictitious" in an

• >: ' I .
I V

■of view of my inoome.it doean't matter whetneiflto
value o!f the thing goes up or down. 
I doh't want to quarrel about it
IritMj- t/o XxeJt-0. 4. 9

Howr?vjr,;^^^

£1.,.::) / jc,^^ BjBi
\ ,t

y:\
^ i |j^ncrea8e In the market value of investments*

66c
■f:

j l u. k3—
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. ■! f t

rv^ 15.8.^0.f
t /fU'
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■*!* SSlrector of Colonial A^lt., x.

..'V-i

. 1 , . ^ • - :

■■ V/;:■'X
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V- ■■

v"!

rX" ■I

urMi -
s<Jn^-nmi

I'rml iK■\ ' 2 /•
Sir J. flafdinsf. '.'n-l,1

■r: :Xs^PIhX
.-'■'I ii^-t^t^un. ' ‘ I am afraid,;.iiOW8Tef?j'*''‘i:'}i|t'-3''

"'''dl)if''t: hsree wm you ■«^eutithe/^rdirie»!f';peopieJi.|;f; 
who. look it Eetimateev . ' Uh'Offi'aije^ opiiiijt^ ..

■ • • , , East'Afirioa ia-,' I am afrel'dy,’'liiuite unequil t(>UbJi3s££3 
•^l^ng ai^ figured, and.will

•■v
<JL■ -m • f-

'irtA-
Prw

-VWju tti.

X' •
-j-

S"

S

^ "4|tv -i•the taak of ex,

; , . .use any \ftgur^s placed before it,; in'whatever ,..■
4'X,'b'. ^oe? AiolitlJial aj^ifediihQjr. ijay; dictate.

|p:
Ib'H.’b' -vb .................................
^•■v.bV-. b, ■' ■ ., . , I also venture to differ with

; -rb^d) tg^wfeat l h^e Gftlled flotitious 
** -rivenue.'from^the apfi:eo,ii;ti^;..fi.f-ilhveal^^^

■'4.; of;etiftlt’and, having' '. •.,
judio'loUBly; iee.;p rf!^ ' to' £2,6do, J„K:, 

:.am no";^iier o:£6runtlr£C®l#tjli«

wib>:.:V4■>•:- .m- ".s,. .--iv ,:.J^^^g\!iBateveitel.-i

/•
dh' .r JLa4'l b.
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V ■f :‘ V-Omtw TMi Hii *r.n^-PSAHBf. aoviRHMIMT HoURB, 
Naimbi, 

Kihva.

iL , /
Jtana 1986.

'■/■■

m .
‘

•'i.vv
■« » ' '' "Vir,

I httT9 the honour to jefer to my Tpaueport 
Seapatoh lo S8 dated, the ISth uaroh 1935 on the questis^; 

ly^j of the annual adjustment of the value of investments,
where It was reoommended that In so far as this Adminis

tration was oonoerned, no further sums o«- aooount of 
appreciation of seourities should be oredited to 
but that suoh appreoiation should be placed in

revenue 
a speoial

reserve aooount to which should be added small oontrib- 
utions until provision had J)een made for reasonable a id 

you tint the jiailwayprobable depreoiatlon, and to inform 
Advisory Council at a Meeting held last week, when oonaider- 
ias the future flnanoial polioy of the Administration, 
dlsoussed the question, of appreoiation and depreoiatlon of 
seourities and passed the following Resolution •-

•f

COUlftll ACrREEB that it was inadvisable that 
suoh sums should be oredited or debited to Met 
Revenue Aooount and aooepted- the.Seneral.
1,Imager's recommendation tha-t a speoial. fund 
should be opened to oover suoh payments,"

I have the-honour to be, 
Sir,

Your most humble, obedient 
servant,

;

. % ■ j Jr
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r;--; 4^ .

iv-.. CSv ;. . . . ■
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. I. have the honour to 

aeradwiedge the receipt of Sir Joeeph 

Byrne-'a deepatoh No. 28 of the 13th

March in ’whid^|he diaouaaed thV
. . ^

'>*>.■ -queation of th^i adjuatipent of the

,:.. .\.
. ■

N. ; •..
H«5

■.. - gSAMSPOHT. '

- KENYA-UGAHDi.

>„ NO. . "

'-w■. i .
/■

t.
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K'hi^ ccpsissii^

^^siiifes
■#: ■:, ■ -. >5 t

investmenta held on account
fr

Of'/the. Railway aOminiatration.•V
. y:L ••. -

••••'■’v >■
2.. The exiating rule ia laid

y * 00^ tr^-y^BX is now Colonial Regulation
. .

' ■ Z g75,and provides that,at the cloae

■' FURttiEM ACtlON.. t>| 0:' 'Pf each financial year, securities will
v

S vS'“>^i ^ r
;^l)e valupd^e**!. the amount b* .|Ihioh the 

new value exceeds or falls,:'short of

carried to thethe old value

, :{^ d^it Oj(^■ Bn TnvestmeiftsSlMlii credit
■A'"-. E-

adiustmen-t; ,kfo,^
Iv;-‘ /mmi
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Afijuatment aoooant, the balance of which,, ■ ^ . ,
M€Ct>.rvCoL4 tfuf* of- Atr

‘be carried to reyenue or charged to expenditure.

in

I am inolined to agrae that, jWeoially

the mttahra of the-Hallway, it might yM(.W

3.

in •agaai*
ri-.

ha, sound policy to create a.reserve fund from. . . S.
j#-

appreciation of Wm. invesremeats ■ with which to
■4'

i

meet future-depreoiation, hut 1-feel that the

in'V^e Cbl<jnial Eegulations,rule ae laid down
v?j'

'p\
>■ ■

which has only been ado ed aft^ mudhthought, 

should not be lightly infringed, ae the preoedent 'J

V-created might well-Jha awkward.

' ' ■' ’ • * ' ‘ -

a reserve^ without in any way .'

infri,nging the Regulation in queation^hy first 

crediting the^appreoiatiqn_to revenue and then 

Vhtina 1t out-ef Bitaandil

-■•fTIt ia, however. *5 jii

• e
• i.:.

Xik^to the proposed 

reserve fund. ' Futuhe vdepreoiation, similarly, '

I should be charge(i^|;Q. expenditiirejand, funds being 

available for the purpose, a oorreaponding amount

could be brought to the^oredit dT net revenue from

the reserve fund which had been established. < 
.Uu» t; tu

eU

h 6

'a y eu.
:j-haw, etc.. ■■/

,:7 7i'
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i^di:
I fear# thi» hanaar to m«* to yok“fwiiBport dai^sii^

\ ? / '. I, , Kanya-Ugaada Ho.136 of tha 88th Ba,e«ha» 39 88. on
?( ,• ('J^f^/ijTObJaot of tha working and managoment of t^ Hal 

ProTldant yuad, and to auggoat th^t, ao fa^, 
Atolalatratlon la <t6'i|oep^e(^,\le tl^e la'ripe 

adjn^mei^.'l)-*Hite WaV* of Inteatnenta.

■tayl
aa thla

to rerlaw tha
annnal/C ni' doi'onlal RegdJiatUcia^H^^^e2. qulraa tha walna of^5^ lUTeatmeata to he adjuated to the middle market prioe In 
londoh on the laat forking day of the year hy adjuatlng any 
depreolatlon or appreolatlon to reveme.

ICfi*

Yhla Bagnlatlon
waa not reoelTed hy Ihla Adjalnlatratlon until 1982 hut alaaa
then appreolatlon amounting to 2128.814 h»a bea^ oradlted to 
rerenue.

adTantaga iA aeouuntlil*, 
for aeouritlea In thla way, tha adjuatmant rf ^uotaatlng Itamh

hud«ata|;for Vnitltalwa^a
: dlatfrlilng factor In the net rardnua aeWatrof thla Atoi^J'atr- 

An appreolaM,# drop In iihe liaxket Tala* of aeeurtw^a 
might hare a very dlaturtlng aifaot dt^pg a pwtjjd of 
dapreaalon almllar to that through whlc^ thlaSAdmlnihtMcfelen 
paaaed In 1931 and 1932 and for thla reaaen I xeoommang for 
your ooualderatlon that In ao far aa thla Adalnlatration la 
oonoerned no further aum on aooount. of 
eeourltles ahould he oradlted to

8'. iltbough there la a dlatlnot

1 of thla nature which oannot he

k
appreolatlon of

'<■

ravonue hut that any auah
. W5*»olatloO ahould he • e^olai reaerra aooonitii.^ .; _ mw

i

k::



IP'- ",'^'/' 'rm? 5 "-lb.,^ if- -.14 - 2 - i.?| ■t
r ?
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1 have the honour to be,

Sir,

Your most obe41ent, hui^blfc servant.
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