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% ' No: 3675/22.
Mr. Flood,
Simiiar cases have so_ far been discussed and
settled as followm:-
(a) Nigeria t;‘mrerred the balance remaining
in the Investment Adjustment Account ‘at 31,8.33 plus
‘ the apprecistion of the inveatments at 51.3.34 1o
' ‘r;v‘emo in ﬁhe 1933/34 accounts. - They thin,ohﬁfsod
{ expenditure




B,

21147/34/Nig.

P

. appesred in the Schedule of Additional Provt-ion’

but informed the Governor, with reference to the

item in the Schedule relating to the ciurgo.' that
"the position of this and other similar funds is
being considered generally and a further despatch
on the subject will be addressed to you in due -
course". (Secretary of State's despatch No: 402

of 26.3.35).

(b) The Kenya-Ug;nda Railway asked (38094/35
Kenya) to be allowed t? create a special reserve
account. for dealing with appreciation and de-
precintxon of investments. Reference was made to
the‘Nige}ia case in the minutes relating to the
K.U.Rf-oase. and eventually the creation of such
a reserve fund was approved, but it was to be
done by crediting appreciation to revenue and
then voting it out of expenditure to the reserve
fund. It appears that 'approval was given largely
because of t;; commercial nature of the K.U.R.
accounting system,

(¢) In July 1935 the Gold Coast (having
preyioualy been told to close-an Investment
(Reserve Fund) Adjustment Accoun®”which they had
‘croatodrfbom the appreciation of the Colony's

Réserve Fund investments at 31.3.34 - see

»s.oxetary:orlstlte's despatch No. 207 of £6,3.36.
2. in 21824/1934 Gold Coast, said that they

“were creating an Investment Depreciation Aeeount

by a charge to expenditure of the llount of ‘the
.b-lanoo of the old Investment (l‘u‘rvo !uﬁll ?

Ananlt-ont Account plus th‘ lyvrpotrhl.n lt
'1-5035

A5 =
"
2:.3. :: i 31.3.35 (see despatch to Secretary of State No.
¢ ; 399 of 12.7-35)-‘ They were told that the

d | adoption of such a course was to be deprecated
:;5:1/:5:. - (Beoretary of State's Despatch No,679 of 3.9.35).
| Finally (in Secretary of State's despatch No.946
| Noe7. in

o) of 22.11.35) EEppXEtxSS88X383- the Secretary of
State said that he had reached the conclueion that
the Investment Depreciation Account should be
cleared at the end of 1935/36 in the manner proposed
by the Treasurer, i.e, by crediting or debiting
any net balance in the account to Reserve. -

2. 80 the situation seems to be that the
K.U.R. have been allowed to create a Special reserve
account for appreciation or depreciation on invest-
ments (and that this was largely beceuse of their
commercial accounting eystem,) and that neither
Nigeria or Gold Coast have beéh authorigzed to set

| up such a special reserve., In fact the policy for
a Colony in so far as it has been decided seems to
be that there should not be a reserve earmarked for
;his particular objeat but that such fortuitous
windfalls should, if they can be spared, be used to

increase a General Reserve Fund.

Director of Colenial Audit.
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I have never-liked the practice of taking
appreciation or depreciation of securities to

revenue or expenaituré rspectively; und ugreed

because this course seemed to tollow, logically and

inevitably, from certain accepted principles

which were at the base of the Colonial accounting

system.

. But I agree that, while the system seeus to

me undesirable, and open to certain very cogent

practical ub,ections, it is not desirable to

alter itlgg_ggg'for this Colony or for that, so lung

as it stands us the uaccepted general principle.

Uniformity is desirsble.
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Downing Street,

. R7 December, 1935,

I have ete. to acknowledge
the receipt of your despatch No.503 of -

'the 23rd of September ';n which you
Rl Juggesky : _ o
[-h—bod that the procedure decided upen -

@8 regards.the annual adjustment of ‘the

Values of securities’held by the
R e

g e :
ﬂ/é/ Transport Administration could, with

edvantege be sdopted in the case of
~ the Oolony's investments.
r 5 0 2 . I note that the Treasurér and

B T the Auditor advige) that the arguments:

L Jd
adduced in favour of the creation of a

Special Reserve Account for the

FURTHER ACTION.
Trensport Administretion apply with

equal force to the Colony's Account.
~G I should inform you, however, that in,

) approving the procedure for the

Beilway Administretion my predecessor




14 R iy L &
A

wes larsely inﬁquced by the fact that the : A , ‘

»aoqounts of that Adh#niatration were kept on,
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should be reluctent to esgree to the extension
to the Colony's Accounts of the arrangement
specially approved for the Transport Administration.

d I should prefer your Govt. to maintain

~

the prectice of crediting to revenue any -
appreciation of its invegtments and charging
T et
any depreciation to expenditure, o) / "‘-~7n99 - <
e i
hevey—atc.
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KENYA. GOVERNMENT HOUSE
— NAIROBI,
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. Rr Al ) > September, 1935.
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Sir,
S de
With reference to Lord Plymouth's spatch
¥ 1723 Lo
7 g No0.108 of the 12th February, 1934, on the subject of

the application of Colonial Regulation No.291 (No.275
in the 1935 Edition) to certain Government securities,
I have the honour to observe that in your despatch
f}‘JbezgéUt Transport Kenya-Uganda No.55 of the 15th July, 1935,
Sule [iler addressed to me as High Commissioner for Transport,
you approved the creation of a special reserve account,
~ to which any future sums derived from the appreciation
(i of securities held by the Kenya & Uganda Railways and
Harboure Administration should be credited and considered
that Cclonial Regulation No0.275 would not be infringed
& by the procedure suggested in your despatch.
2. I am advised by the Treasurer and the Auditor
that the arguments adduced in favour of the creation of -
» a special reserve account for the Railway Administration
apply with equal force to the Colony's account. I
shall therefore be glad to learn whether you would be
prepared to approve the creation of a special account,

to which would be credited any sums derived in future

from the appreciation of securities held on behalf of the
Colony and which would be operated under procedure similar

to that suggested in your Transport despatch under refer-

ence.

I have the honour t, be,

THE RT. HON. :
MALCOLM MACDONALD, P.C., M.P., sir,
ecretar f state for ¢
fhe coioﬂiz.,s Your most obedient/ humble servant,
/
Downing street, LONDON.
8.V. 1. : w7

[ /
BRIGADIERSGENERAL.
GOVERNOR.




GOVERNMENT HOUSE,

KENYA.
- NA(ROBI,
X No, 5275 ; KENYA.
4 [orrar— 1
i Rr | D d September, 1935.
® - )
21 0C11938
’ 0. 0. KLGY -
8ir,
4
With reference to Lord Plymouth's despatch
¥/ ry2) 7Y
) 7 f No.1l08 of the 12th February, 1934, on the subject of

the application of Colonial Regulation No0.291 (No.275
in the 1935 Edition) to certain Government securities,
I have the honour to obaerve.that in your despatch
'?/Jff’?Z//.)Jt Transport Kenyea-Uganda No.55 of the 18th July, 1935,
Sl a1 addressed to me as High Commissioner for Transport,
you approved the creation of a special reserve account,
to which any future sums derived from the appreciation
of securities held by the Kenya & Uganda Railways and
Harbours Administration should be credited and considered

that Colonial Regulation No0.275 would not be infringed

by the procedure suggested in your despatch,

el (2)

T 2. I am advised by the Treasurer and the Auditor

that the arguments adduced in favour of the creation of -
a special rpeserve accgunt for the Railway Administration
apply with equal force to the Colony's account. I
shall therefore be glad to learn whether you would be
prepared to approve the creation of a special account,

to which would be credited any sums derived in future

from the appreciation of securities held on behalf of the
Colony and which would be operated under procedure similar

to that suggested in your Transport despatch under refer-

ence.
I have the honour to be,
HE RT. HON.
MALCOLY mcnogn:t:,tp.c.. M.P., 8ir,
ret ate for
i;: 00;::1:.,8 Your most ohedilnnt/ humble servant,

Downing street, LONDON. i
b : GAD: GENERAL.

GOVERVNOR.




