25’0,2/3#

i

e Choy iy i e O

R e T
St

s

Pk

et

ety st




2

Hi Ci.Transport 28...eeesseescsnasssessald March }095.

; Suggests that question of annual adjustment of
the value of invéstments should now be reviewed and

e/, recomménds the creation Of a special redenve account

to cqver future depreciation in’ value ot’aecuritlea.

General ggggrtmentf

i understand that similar proposals have been

|
| put forward by certain Colonial Governments and that a:

“eircular despatch is likely to issue at some future

| date.

It is not quite clear whether the High
Commiasioner'q proposal relates specifically to the
investments of the Railway Provident Fund or whether
it is 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
.despatch I assume that the proposal is comprehensive.

I attach a copy of the General Manager 8 report
for 1933. The pages marked show the value of the
| investments of the two Accounts and the amount carried

|

| to Net Reienue Account in respect of appreciation of

,1§gggﬁn’gﬁgg)

Would you advise with regard to action on this

despatch? d
%MW' % )
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-~ No: 3677‘13.
.M. érossnith,

“ The action proposed by Mr. Cade'is in
locordance with the line taken by the colonilI/
Office on 21147/1934 Nigarta and 21082/34

. Kigoria in connection with the Nigerian uction
in tranaferrlng appreciation of aecuritidh ‘via
Revenue and Expenditure to a spechl Reserve :
Ihmd (Invntnont Appraciqtion Accou.nt), and 1
uee no ob.‘)oction to it, It does not or éourse
close the doox' to considention *n due course

S o 30 ‘of tho creat on or such a Reser\m Fund if thought

des irable.»» -

recognised and well estdblished practice wnd Lhat

-in this despatch but is obv1ouslv Je_nt Lo cpver.ull

which suc¢h appreciution is credited by & fictitious

”"matte;'very much, but inithe case of the Ruilway, with

" “peaple contending thet it mukes exorbitent protits,

it is desirable if possible to get such adVentitious: .
ids out of the revenue becsuse in spite of cny |
{ ,

amount of explunﬂtibng people will ergue on Zross.

The minutes uﬁa the Jfgft follow
practice was only wdopted after couglderublu ” ;A

ergument and therefore ought not to ug[upaet. 3 at
the sume time in the case of the K-U.H. there is
considerable disadvuntage in ;na euthorised prScadgf;
In passing I may sey thet the question of the V&Lﬂé'.
of investments is not confineu to .the Proviaent'Fpnd‘
investments held on wccount of the J;llﬁhj. Lqeae.
investuents are lergely held on benulf of the
"Reilway Henewals Fund and thut is tne‘reuson why
appreciution aumounts to so wuch us £125,314,

The result of showing un uppreciction in

revenue is to enhunce the receipts in the yeer in

amount, In the cuse of & Coloniul Govt. it does not
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generatmn, I shouldM think. Iemea member |
of it und I can see 1ittle prospeot of any
finality,
> I therefore rather hesitate to rule
the proposal out of consideratiop until that

.~ Committee has reported(&md until its Report gets
ﬁpproved,\which will take even longer) und in
the speciel circumstances of the Railway I
think “that there -is & great deal to be su.id for
the suggestion put forward by Kenysa. I, notp
t@ut you are of the oplnlon that the ;
’estubllshment of such & rqserve fund cun
‘properly be consider'ed a.nd if you would have no '

g

obaectlon I think the proposals shbul(* be

approv,ed. The ~erfect will “be.that ‘there will

Be a bpeclal reserve account to which\
uppreciation will be credited and ugaldst
whlch depreclatlon w1ll be charged but’when
gepre\clathn gets to such &‘point ag to wipe !
! F‘Eut.‘ the bredit bulunce it will"then be necessary
to put in the extra depreciatlon ae ex:pendlture’
in order t’o“keem accou.nt halunoed,

Would you seq a.mob,jgoti_qg' to this?

A%

P

» should be permitted.

‘- T T L
.l(r.' ‘»-Ploéyﬁl, .
In Iview of the fact -that the Watson
Jommittee ma.y not be reporting for a conaiderlblo
time, _agree th-at a definite decision on the
+ Kenya propgqal ‘appears deaira‘ble, subjectrtq
anything that the General Department may heve to
say in view of their draft circular despatch and .. ‘.

the detailed consideration of all and sundry
which that draft forelshado‘ws.

The accounting of ‘the Kenya~Ugenda Railway"
is more truly "comm;!réial'ig than other Ceclonial:
Railways; and‘igx the cirwilmstances I agree that
it would probabla{ ’t:}e ‘sound policy to create a

reserve fund :x;pm' present appreciation of invest-

\;nenta to meet "i?uture depreciation. On the other

hand,‘ I do not see why a departure from Colonial
Regulations and the principles embodied therein
It ‘would probably }ead to
similar applications from other eources* and ae I
have already pointed aut in my minuta of’ 25.4, 35.
herein a reserve can be created ‘by constitutiogl ; 'i'"}
means by crediting the appreciation to revenue. '_

and then voting it out of expenditure to the reseive
fund, . Fut:ure depreciation would be similarly

charged to expenditure, and, funds being availa’ble.

A”"_:‘_a like amount is brought to the credit of Net -

' Revenue from the Reserve Fund. This could

hardly lead people 1nt& unrounded crith.ismn ,gr
"exorbitant p'rorite" because they eould hqrdly ;'

‘be so foolish as te baser the,tr views on the gross
a diﬁrcgardw_ the gnose

b

I tgﬁi or revenue onIy”




: having u\e wit to ext
. would also have the 'w
S 3_ o:\dinary vorking revenuq ma 'WM' I would prater

‘ : 3 \oail "windran” revenue !'uthor thm: "tiotitious"

& '-'I‘ revenue. There is nothing "riotitious" in an

. ' increase in the market value of investments, -

1 \._»
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| Director of Colonial Audit. ™
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accordmgly which I think w111 cam!( &kt y‘qur 4\
‘ Jmtgﬁtmn. I am efraid,

¥ dong agree with you »-a’5§ 2
who 1ook 8t Es-timat'es."’x _
ast Africa is,; I am Iafrald’,:.
‘the task of

;,iis.e

- of view of my 1ncome it doesn't matter wheln u*""

’y}r‘bvenue. “MMé sdme pnncinle holde if I b’u,y

~‘;5}hiqese Porcelain or 01d Masters. T have got the.

‘thing‘sv and what I have is the object ;vhz,t,ner it ce
noa sl wikign he =
a Chinese figure or a Velas\;ueﬂ and, iroq tnﬁ puint

value of the thing zoes up or down. However,
I don‘_'»t want to guarrel about ity @ [ foouwr :
ewr o Aenlicad 9 wmacaplatle | e Sl prcitice luA‘
e aowSun. Mraa

voto )(1,9‘ -
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RANSPORT,

. GOVERNMENT ﬁoun._
Nainosi,
Kunva.

t . <
il Yegte : 4= e 1935,

Sir,
I have the honour to refer to my T;anaport
Despatoh No 28 dated the 13th March 1935 on the questioﬁ
lle of the annual adjustment of the value of investments,
/,/" where 1t was recommended that in so far as this adminis-
tration was concerned, no further sums oaﬂﬁooouqt of

appreciation of securities should be credited to revenye

&)

but that such eppreciation should be placed in a speoial
reserve account to which should be added small contrib-
utions until provision had Jbeen made for reasonable a .d
probable depreciation, and to inform you tiat the Rai%wgy
Advisory Coungil at a Meeting held last week, when conaiaer-
ing the future finanoial polioy of the administration,
disoussed the question, of appreciation and depreciation of

seourities and passed the following Resolution :=

"COUNGIL AGREED that it was inedvisable that.
such sums should be credited or debited to Net
Revenue Account and accepted the General.
Maneger's recommendation thet a special fund
should be opened to cover such payments,"

I have thé honour to be,

Sir,

Your most humble, obedient
servant,

g G o
‘:« o ‘.."' i . /

f HIGH COMMISSIONER.
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ﬁ 38094/35.

Downing Street’

1y /Juz& 1935,
¥y

I have the honour'to

'y
Y

ackngﬁfnge the receipt of Sir Joseph

Byrne's despatch No. 28 of the 13th
s g, k

~ March in whidh he discusaed the

s - RV

e 3
L 3 .
question of thé adjustment of the i

et

valuesof investments held on account

"ofdtheARailway aamiqietration.

A2, The existing rule is laid

0, 275 end provides that ,at the close.

AAf éach financial year securities will

adjuetment




% %, the $iande. of which, is=te
be carried to revenmue or charged to expenditure. 1,
8. I am inclined to agrse that, especially 2

2 case )
in wegamd—be the affedws of the-Railway, it might YA

be sound policy to create a reserve fund from _

apﬁreciation of ®me investmerts with which to

1
meet future depr_eciation, but I .feel that the

rule as laid down in ‘the Colonial Regulstions,

which has only been adop\t{ed after much’thought,

<

- ‘ A 3 y
should not be lightly infringed, as the precedent
created might well be awkward. It is, however, f

poas,ible' to'create a reserve, without in any way

infringing thé Regulation in question, by first '

nel " PR, 4
crediting the‘appreciation to revenue and then W-’ 4

(by ety b fosiin i

vnf_incr it—outr F

Lto the proposed

reserve fund. ' Future depreciation, similarly,

»

# - .

should be charged to expenditure’-apd, funds being S
availeble for the purpose, s corresponding emount

could be brought te the:-credit of net revenue from o

the reserve fund which hed been ésteblished. /
Aol) hact o pihon b ba abeplm o i ,u_...a.’x
o -
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 GovemNMENT Héuss,

RECE BLER R

NaiRom:,
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C. 0. REG- /3 €€ Maroh, 1935,

- ‘ 8ir,

I have the honour to refer to yous @rensport despatéh
‘Nsg. Kenye-Uganda No.136 of the 28th Degember 1933, on/thg '
{ _s_yss/.umbjaot of the working and manngoment of the Raifwey'
'~ provident Fund, and -to auggesﬁ thﬁt, so far as this
Administration is qénoerhed. \‘the ti]ne is ripe to review the
: annual ad:ju*men}‘ 63‘.’ it He \valn; of :Ln\vestments.
(%/&q 1’ 2. Colonial Regnletion N,291)requives the value of
_’qgl'w investments to be edjusted to the middle market price in
// London on the last working day of the year by ad justing any

depreciation or appreociation to reveme. This Renhtidn

was not received by this Administration until 1932 but singe

then appreciation amounting to £125,814 hes been gredited to
revenue.

3% ~Although there is a diatinat advantage. in adoounting
N for segurities in this way, the adjustment. of finotuating L tonil
:i of this nature which gamnot be bn.dgcted\!or oon&ttﬂiga 8
disturbing faotor in the net revenue. aed t of this M%t:—
ation, An appreciable drop in the ﬂrkot va of lec’ur.ltt"l ]

e

might have a very disturbing effeot d.m::g A perdod of

~

depression similer to that through which this uminutzng@n '

passed in 1931 and 1932 and for this reason I recommend for

your oonsideration that in so far as this Administration is

conoerned no farther sum on account of appreciation of

ucu-niu should be ureditod. to rovomu but that any such
apprec ution should hg}’ j

Lo ". i
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to whieh' 'oould be added smell annual gontributions until
provision has ‘beox:z mado‘ for reasonable and probable depreciation
T 4 4.7 I request that &ou will be so good as to inform me
I!heﬂmr you will be ;L'eady to agree to a special reserve acaount
~ of this nature being created to cover any future depresiation
in value of seourities. ]
I have the honour to be,

Sir,

Your most obedient, hyMblp servant,

./-7

HIGH COMMISSIONER,




