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The minutes under 29 on 23089/34 are
incomplete) . it 2

|
No, § hox"on represents the agreed views of
the two Go_vornors. They have completely misunderstoo
the purport of para. & in Sir Cecil Bottomley's
letter of the 18th or December,and have assumed,
quite without justification, that the Treasury havp
agreed, not only f;o reducing the~curreat bm‘ll
rate from 24 %o 2 per cents, but,u’.otoi.,
retrospectity tranfr to o Gonered Recsrve
.o'f the proceed® of the additiongl i.
| the past rive years. h‘or‘.‘" h v
*! does not seriousiy affaet the argunent . -




?
G ity

| -Up w m. pdint the views of the
Governors are in harmony with those ’b'?

3ir Godfrey Rhodes, whose memorandum is &
model of clar;lty and acumen. But, whereas
General Rhodes urges that the § per cent. from
Qenewals should go to the new ‘eqerve fund,
t..e Governors, on the mistaken hypothesis

that thet fund will start off with a oredit of
£300,000 (i.e. tie excess contributions to
renesals since 1930) are prepared to use it,
Ctogother with the interest on .-"‘L.... balmcon)
for immediate rete reductious.

The amount estimated to be available

190, 9v0
in tnis way is per annum; 1i.e. !nough
to reduce the avera e rate per ton mile from

11.8 to 11.2 cents (see para. 38 of the Genersd

Mansger's memorendum) .

1248 i’lf

V./"Vf 5 , e

> "
[ * t&ntamount to placing on the shoulders of the r oo

wl

1 in pax'-q.-v 11 of fie’ letter, recognise the force of
I Genlrelu}s.ﬁ@el';ﬂ‘e.w' that the proposal to use .Jor
immediate rate reduction the amount released by
losering the renewals figure would very reasonably

strengthen the Treasury's opposition.
97 4 g

&

= Bir Go*dfny Rhodes's pgoposals for extinguishing

192
| the ﬂ:-J-:-a loan.in 1946 without furtl’mr bo;;&ng
n* = s Fﬁﬁ

_ﬁtouz‘ 01 an excess of financiul puris: 1,4“.. e d
-

generation a burden which properly melunb'd to -

posterity.

But wiuh the exceptivon of No. IV, his

recommendations, as summurised in naru. 34 ol the

wmeworandum, give practlcal toru o . wise «nd lon;g-
range policy, t.e adoption or wri : weould —is.ra tie
ultimate prosperity of the ruil.uy an. ol t.e

co.ununities in who.e economic exist=nce it is the

main artery.

Ve are now in @ 1vion to re-onen Lhe
wuestion witn the dYrea_ury. Y se.d the.. <« cop o
the Genersal wanuger's weworandan, suying tnut 1L u8s
been ;11.,\'ussei und, as re-drds it. asin few.ures,
adopted uy tne Governors oL ~enyt uau S baLd A a8y
that, .s resurds paras. 1 to 2¢, tne _. of ». is
not prepured to endorse ol sv:fre nrodes's

suggestion rfor the extipciion or the lu.l loan in
regard to which lie heg, ¢s J‘hair Lorus,dps are amare,
other possibilitiés under his cohsjderation. _Atith
this exception, the 3. of 5. is impressed with i’.he
fer-sighted prudence which utdeflics Sir Godfrey

.~

Rhodes's propossls and trusts thet [leir Lordsik ps

Will concur in his approving their udeption, ./
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A reply to 3ir Joseph Byrne's letter
can mut till we have heard from the Treasury. |
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I agree to the action 1t 18 propaesed to take.
The salury levy should I think be abolished:--and
that rclatively, minor point could be made.

<. The srux of the tn.ng-apart frou the =

debt repayment proposals which are not veldng

nded here-is the estublishmént of &
véserve fund which will permit of psrasnent
rete pedactions, with safety 5" the ﬁml
strusture, The .xu.dvxubllxt: of gossibie but

=

““that. The memo: furnishes most useful &QQ cogent

laa tec,t;nlcui point on whith all the lu;;_nl

people are agreed. ['d sctept their view(@s ‘to
&

arguments to meet the obje€tion that the rgi is

enhancing ratés in & time of deep uepresslon.
t haus effected relutively lar.e rate reuuctions
since 19ka, by enforcing a policy Of rigid

«
economy, and the elijgution ol uneconoulc and
inessential servicesjupa gooa I'Opo uve

rate reduction,

renuered this[posSsilb 1, kl,, have
prevented disaster.
'he issues are perhaps too large 10 be 3ul'abl
st | it y inuting. A dilscu ) & be & sabile?
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Chanceller of Exchwquer. ...... oo 00 «20%h Aprdld,35.

Bubmits his views on the question of
gontribution to be made to the Renewals
the K.U.R.
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Sir J. Cam 1.

Sipsleiieffors
In undtng':the papers about the

Kenya Land and the general economic
position of the Collony I suggestdthat it might
be well if the Secretary of State could discuss
those matters with us all ahd I express)the
opinion that, however bad the prospects for the
Buropean settler, we cannot afford to let him
go out of ection until we are ready with some
form of economic activity to replace him.

I suggest that this question of rolisos
renewals should be brought up at the same time.
In my view }t might be desirable to combine
the two Siidsesiag 4&‘:".‘.‘;0 the Treasury,
but in any case, I rnl‘t.h:t they form part of
one' picture, Fhe hnm-‘mm at present
Jore out of the export trade than the producer

" m u ﬂn case of lom’

to cotton p




ol

vhne _we are mmng‘n;rl rpsmu vit«h a view
all not han

fiight otherwise have bm iqlpuﬂr

As regards the debt of £ 6% million,
%o the Imperial Government, I agree that if
we are presenting a genmeral picture of Kenya's
necessities we should brilg in, but we
have not only to persuade tlhhllmb\ltgho
to recognise the aifficulty which they would
themselves have in relinquishing the €l a
Bothy while ‘the annual paymente (whic
the Colonial Services' vote) came '*M
purview of the Public Accounts Committee, and
since that time, the matter has attracted o
hrihnnury attention, and I doubt if the &
mere @xocutive decision would b6 sufficient to
settle it. '

{
| I think we would get down to & decision here

guicker by discussion than by minuting.

<. I note br1et'l'y my tentutive views, su

lueh & discussion:~--
. ¢ it 15 1mpos

where the Mlﬁé&lr goes out of

‘We can work up somcthing to replace

what it is worth, my view is that this
u“i?: grudual process: the Suropean *;gr will
I think tend to umr—-% for speeialised
produets ( tu, coffee, aixed mf hﬁ.rytna,
etc.). The country will m m on & surer
-nd better basis with
But I should be very o«-ﬁm to see the Europesn

n&tive production.

settler disappear cnw Any one with tropicsl
experience knows the heavy debt which any predomin-
antlyvnativo-mnhm country Owes to survpeun
methods, dianitiative, encrgy, ej.q}

(ii) 1 egree that the " ruiltaﬁ‘1¢ﬂ101x 1s mixed
up. I&ﬂl the * settler” question, as things stand--

udg. things must for a considerab.c time continue,

in any event.

{i11) The.e are points 1n the G M's note whicn
are not at all clesr; but brosuly [ sgrec with nis
suggested policy--except thut I tnink he ,o0es too

far as regarcs nis supplementary .sinkin, tuna.

(iv) As to retes, it will be notiged thute-upurt
from the decision on this renewsls jueation-¢he § A&
thinks he can arpnge in 1480 for rate reductions,
on & permsnent Bssis, to about & 1w ,000 s yeur.

That :nou;d perhaps goO & conasiderable :vay to meeting

dir ¢ Bottomley's point,

(v) 1 perdonslly 00 A0 LhiRk we shall got any
A D’ tien oy uin



lent fop ‘the Mﬂ the railway, must
be repaid aomcho' to some oxtent. ;nyho', as soan
as circumstances adait of &g their letter 18
reasonable enough,and closely m They hsve

process of

in fact put on paper exactly the

thought we went Lﬁrough here,when c%naldu‘mg.'

this matter. '

e «I . . P
(vi) I'wowld Dot a,pepz ﬁe Charicellor's pz-opon& i
us zc‘ar“ —&‘Oﬁd’!‘hl nurﬁo Fudd, '*cmu ta?d, u;\ i
ﬁg*ad with tle condition he imposes. | A
we had M‘Mtﬁw no!"&cept that, conﬂittu‘» { 5

i

)ll

(vii)eX 'hn kttl}: or nothing of t.be Filtoﬁ ki
conneated WA the. o, miilign wuntw but ]‘G seoms o
o LHEE the MEmes Bou:se at the aauatn. u t.c

sttempts t@ eonvince the ‘ressury s fo the

advisability dopting the &K rate; %0 go-on
provf@ing for renewals on tne Ly basis,ss long
58 Wwe @Bn; to bull the reserve froa surpluses
'ney occur; 0 elfect the & 1w ,000 rete
juctions Ter ls8u wnich the G.k. envisages,when
,8sible; to be very sticky sbout the supplementary
1nKing rind proposals, .f and when they 4o Come up;
200, t lelsure, t0 work up--end have vetted
the wsuthorities in Kenya-~the “ c-?o-"
et bocepting wny responsibility in reapset of

ne by millions,

-

The new note and minutes on this paper
represent & good deal of reading and it will be
necessary if immediate action is to be taken to
ask the S.of 8. to discues the matter with us.
As you kiiow, the papers about the increase of
Capital for the land Bank in Kenys and ebowt the
general ecomgmic pesition of ‘the Colony have
already been sent forwdrd with a view to dis-

_gussion. 1 have there suphasised my view that
we -hqll have to do something drastic te rve
the Buropean agricultural induktry, whick '1y

represents &n important nropﬂ'twn of tﬂw
also goes part of the ny‘ ’ {
grave adverse balance ¢
payments.
If my view is
important to put to the Tnuury
and to combine this question of rail
& and rﬁol with the other. From the ” N
1:4...&
rgﬂncy it might be poesible to get the
Treasury to forget about the £6¢ million
to allow us to devote railway surpluses to saving
the economic position instesd of building up o
reserve to be for the good of the home
exchequer. S0 far as the £5§ million debt is con-
cerned that is all we can hepe foi, because as I
said in my previous minute, the Treasury are provatly
not in a position to caneel the debt even if they
wished to.

and



The wholo-qmmu"h s
: very large one and it becomes & matter for
consideration whethereven if the S.of S. can
spare the time to discuss it with us before
Parlisment rises,we should get much satisfaction
out of the Treasury at this time of the year.
If it ie considered that we cannot hope for an
early round-up of all these quutxmt may
yet be possible to come:to some ngreomor‘. with
regard to the decision on the proposal to
_ increase tha Capital of the Land Bank, the gther
i ‘ pl.pen being recovefed with that object.
3 w.Zy, “we shold have torkell the Acting
\ m en.rly decision on the Land Bank

* %4 ¢ this course is decided or, the next.’
~ m 265 s the railway matter is concerned,
'QH ¥ for us on the Bast African side to Y
oemsiterwith Sir J. Campbell the basis of an ™ -
agreed recommendation and to put it forward
after the holidays,
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Mr.Flood.

1t was decided in departmental
discussions thet es & matler of tactics it would
be expedient to ‘seek Treasury ocongurrence for the
fresn capitel for the Land Bunk before re-opening
the battle on tne Henmewsls Fund contribution
question. de sre still in correspondence with
the Tressury on the lLand Bank but the indications
ere that Their Lordsnips will give at any rate &
modified approval.

In & privete letter to me of Ogtober
23rd Sir Godfrey Hhodes wrote as follows:-

'L heve appointed a departmental
committee to review the Henewal Pund position and
to chegk up on Bll’kl, lives, etc, dhen that
is done I propoes returning %o the attack te
zet soume relief 4B oW MQ up to 1946."

L g reply 1 reminaed Sir Godfrey

of our difficulties with the Treasury and -

hazurded

hazerded the suggestion that the Committee now
sitting in Nairobi might find it possible to edvise
the adoptionkof the basis of calculation recommended
by Sir Guy Granet's copniuion on the South African
Reilways (see pu'ssrsph 49 on pege 13 of the Report
No.36 of 1984 in the sttached volume) ‘namely, "Shat
the :general basis for the annual charge should be -

- -
the-current net replecement cost of the assets in

service,divided by the estimated lives of such
assets."”

This morning I have had the attached reply
from the General Manager, from the marked passage in
which it will be seen that they propose to adopt the
replacement cost rather thun the original cest in
;neir calculations.

i The discussion can hardly be carried
further in semi-private cor:espondenoe;and % should
propose merely %o send un ucknowledgment of General
Rhodes's letter of the 20th of November, addihg that
I hope to have the opportunity of discussing the
question with him after my arrival in Nuirobi next
January . It would, however, afford hiw considerable
enlightenment if I could be authorised to send him &
copy of Sir Philip Cunliffe-Lister's correspondence
with the Chencellor of the Exghequer - Nos. 6 and 7
on this file. Apart from this it seems obvious
that the proper course to pursue is toc wait for the
High Commissioner to re~open the case early next

year, a8 foreshadowed in Sir Godfrey Rhodes's

letters. W

- - ’ L?/~ '
SE 6 s dows aal panlly, Bt vt 2 L

Mo Lors s Colonnd (fs 1(.a‘l4) g Al



»m\h by %wﬁ-‘

1 for ihﬂe matters
*“ are one or e;o points hqt;
eadd your sttention to. sy oritici@ms-
‘or fears-may be uafounded.
1st:. I think it might be weil to out==tt
leisure--exactly what the “"‘“‘@’ :
the & b mille:! I inkgine it will bed

thes like mﬂw It Sipemre 1o B Sosng
at oa«. and” um _sanction or auunon,

m what they ltnnaly object to¥ ( ‘ The money
#ay mot be reqrd: in fuet: but the objestion
still seems to remsin--rute reductions put into

effect which nmna'a the sum they could otHerwise

J,j
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'r&‘.ASURY CHAMBE
‘®8th November, 1906.

I am directed by the Lords Comm ~sioners of liis
Majesty's Treasury to acknowledze the ‘receipt of vr*}.n,trobus
letter (:59395/1906,1-#::9:?"7?;}1 ;.nstant, expleining the
general policy of the Earl rgféigip. in regard to. the ‘
alienation of land in the EAst Afriea Protectorate. My \ -
Lords are glaa to note' the instructions ‘which have been
given to the comninlasioner {

= As regar‘ds the 'me‘stion of the Uganda Railwsay
Zone receipts; I. ‘aft now to submit the following observations.

e .~The Zone originated, and the principle was laid

L e - —-48wn that the receibts derived therefrom should be' set off Ay

: ngﬂinst the capital cost of construction, ip the days when

L tge future st.atua of t,ne Railway wab s$ill undetermined.

m Mt the Railway has becomé a branch of the, Protectorate

wnistmtion the rétentdion of the zone'as a, separste
estate I8 anomalous and administratively ineconvenient;

and so long as the Protectorate is.med,self-supporting

the appropriation by this country of the prefits on the

zone does not secure any real repayment to the British

Exchequer.
In these circumstan-es M Lords would suggest *
that the guestion o! repayments on aceount of the capital
. cost

The Under Secretary of State,

Colonial Office.




cost of "Miway shbuld ﬁ@,“derred until the Protectorate
can diqux&ge‘ with an Imperial Grant-in-aid; and that the
Railway m;n should cease t\o be treated as & separate

estate, the revenue derived therefrom bein; treated in the
same way as the receipts accruing from other lands in

the Protectorate.

I am, cte., e




B Jackson's despateh No.484 of the alsﬁ:ﬁ' August—

' b

Downing Street,
7th December, 1906.

sir,

T have the honour to acknowledge the mj,pﬁ

s
and to transmit to gg. for your 1n1‘omaum x

e

w of correspondence wi th

guidan
the Trea relatj‘n to the Ugands Reilvey Zone and
incidenta the alienation of land in the Bast

African Prgtegtorate.

- heye to inform you that I approve of the
suggeAtigh contained in the fourth paragraph of the
1etto#ran the Treasury of the 29th of Novémber last,

a copy'or which is enclosed herewith, and to request that
you’ '1]::'5 e;w the control of the Railway Zone, to-be
tramféx:re'a from the Railway Department to the Land Office
lnl the other Departments of the Protectorate concerned.

S. The Zone will thmforo ceage to be a separate
estate, and the revenue derived Trom it should heneeforward
be treated in the same manner as the receipts accruing from
similar sources in other parts of the Protectorate.

4. The Genersal Manager of the Railway should however
invariably be consul ted before any lands or rights over
land within the Zéne: are alienated, and if in the interests
of the Railway he takes exception to the proposed alienation
the matter should be referred to the 3ecretary of State
for n‘tl..nt.

- I have, etc.,
(sga.) et

THE COMMISSIONER

OF THE EAST AFRICAN PROTECTORATE.
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__Kenya and Uganda Railways and' Harbours ”ﬂ‘fj“;r /1‘ 'Z:
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| Lt f
AT g Addrese: GENERAL MANAGER'S OFFICE, —~
RAILWAYS, NAIROBI
¥ NAIROBI20th.November 1935-
© P.O. Box No. 121 Kexva Corony R
5 vELerHONE No. 2601. A In reply please quote ref.
2 TR BY AIR MATL. NePERSONAL, .4z,
] L.B. Freeston, Esq., 0.B.E.,
Colonial Office,
LONDON, S.W. 1.
|
-~ - ‘ 3+
‘—; R My dear Freeston,
| ‘:: 5 Many thanks for your note of the llth.
| ¥ I em sure that between us we shall find
T \ a suiteble.house for you and your family, 3
S With regard to the Renewals question, I
< o note the Treasury point of wiew; this causes me -
R some alarm from several points of view, @
&’ ’.‘ . : 5
A . To begin with, the Railway is
- in the re-payment of the ui‘dn i1lion Loan
; S onﬂ);nbol as :ho 'K.U.R, de ‘;;‘ zm 'tli
¢ : e ear ays a specia o wes se
’A ‘on either side of the .aouﬁm&m
to assist to liquidate 8 debt. - This land, as you
“know, has been taken over i{ the Colony of Kenya, together

&pD on in cash, which they had
: - to collect during the period the Rgllway was under
their control.

In these circumstances, you will, I think, .agrec
that the Colony alone is liable to meet this dedt, ir the
Imperial Government should meke up its mind to recall it.

The second point is that the question of trens-
ferring a sum of money by & temporery borrowing from the
Renewals Fund into a eral Reserve seems to have no
bearing whatever on the question of the re-payment of the
debt. As you know, the building up of a Reserve Fund is
essential before rates reductions cen be sccomplished.

4 third point is that surely the Secretary of
State for the Colonies can decide his own policy, efter,
of course, considering the Treasury poimt of view but
not necessarily foll ft, ‘The Treasury has the
interests of the home tax-payer at heart, while the
-Secretary of State for the Colonies has, or is supposed
to have, the interests of the Colonial tax-payer &t heart
and the development of the Coloniel assets,
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: In all these circumstances, I have great
airficulty in appreciating why the Secretary of State
for the Colonies is unable to accept our recommendation.
As a matter of fact, in considering possible rates

Q reductions for the coming year, I have definitely re-
commended reductions to the extent of £150,000, based
on the security of the aetual money that will be in'
the gemeral Reserve Fund ‘the end of this yesr, wiith
will prebably be in the neighbourhood of £300,000, epnd
the emount which i consider to be availeble in the
't Fund ’ .be faken at something approaching
i2480, 890 f
el
" R !

111, I hope, nc&:o strict
to the Secretary of Stete's that h @&
Anot be allowed womld have bly postponed

the introduction of rates reductions r‘zt ‘c-r I
{on' of “rnntll Fund

ater, e T
he
b a

propose re-opening the whele

after the repoert of the depa tal Commit is aveilable,
but you will gather that the'non &c e of our {
recommendation in this respect hes comnside e

dis {ntment, not enly to us, but he ral
public, so far as they understand the )“Iw o 'r i

We shell all look forward viq‘rymlhir“:h'ft“n;‘"
m and vour family out hers in the mot toe distant
ure.,

With kindest regards.

Yours sincerely,
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Downing Street,

Sir C. Parkinson. ' ' D, ’ P i __4"'19‘55'

Sir G. Tomlinson 310Ul ,
Sir C. Bottomley. .

lb &ir,
Sir J. i
Perm:. US. of S. I have etc. %o acknowledge
Parly. US. of S. \
Senstary of Stats @ the reesipt of yeur despatoh No.60 of

the 25th of June transmitting & copy

“ 7 ef 8 resoiutioh of the Mdilway sdvisor

o ; 4 2 & ‘.
B W . \Gowneil, in which they drew dttention
i !9.!_—-&—-—— > £ Kbt

HIGH COMMISSIONER.

7yl Fo thd faot that no decision Had ye®

% Baen cecbivea from the Seeretary of |

LS
Statie with regard to t.no'sontrlbu_non g

t0 the Renewals Pund, and «dli8d thst
you should asgein press for en easly
decision on this mutter,

J 3 In this connection I would
invite referenee to the fifth paragr
of ny dempiteh-NesoR of WD of J.ly

Icunommwl‘m,

this and cognete matters in
s consultation with Sir Jesepn :iyrne, und
e I J be obliged if you will cuyse

MR, S ‘ the




he Railway Advisory Counclllio be informed

scoordingly .

1 have, etc.

oLWM MacDONALL

"_)gu_- MALL



) ," ;,“,"u i ; - ; A EOE'VED
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’
TRANSPORT : OrricE oF THE Hian Comm FOR T
@QovERNMENT HousE,
%ﬂ;‘”‘_‘h _ NaiRos!,
"
2 60 25" June 1935, v,

I lgve the honour te refer to your toh;rln )
tld tpé goth Jenuary 1.‘55, whigh Approved thq,:

3

A i
e =
\J 2, In this discussion the ruh\?! bontrimi on
} to the Reserve ru.md ‘and the amount to vhloh the R. 8]

Fund should be puilt up wes examimqg ial aotul, u
this examination attention was drewn ﬁ the relatig
between the Renewals Fund sand the Resery

regard to the Renewals Fuad Councgil unal

dr heko i tH6"po

k réconsideration/
SHE RT, HON, MALCOIM LACDONAID, M.P., ™
COLONIAL OFFICE, 4 Ja
DOWK STREET ,, 9 i :
e v 3 & g



the %uon of the uu--y Advisory Comnail qugted ab
~ I request that a decision on this mun may be forwarded

a8 soon as possibdble,

|
3
A
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Mt ish Bome WAt diff’!cult to mou ahﬁp toge

_-“N,b_e;_.:in {1 considerat tonfiot the Ke:).y

\and its finance, ecspecially in'x‘e
o fpom the beghnning. ¢ Shortly, theg#éfitvion is this,
hP ori; lnal anacnfanda Railway was
built by monev advanf-ed by F{'.M.Ci mweeh the years
1806, apd 1900 to the amount of, in rOund. \.gigures,

£5% million, = Since thien further sums aﬁ

Zbeerr ex;penderl npon 1be of .which just
£14,000;000 has beRn or g luced by 1oa'xs floated by :
Kenya a;.d-Uganqn, Xenya''s total bein;: 215,@.‘;., 200
odd and‘U‘_;umlu';. 32;55,097.\ Further capital to the
amount iof £2,332,000 has been found dipectly from
revenue or through Betterment Funds and through a
Marine Insurance.

The Rail:g@y, is called upon to cay interest
and sinking fund, ‘o‘h:t.he £14,000,000. of voar debt,

which it manages to do to the

¢ of s

£829,259 siigGAtgmegesr.  The result of this is that th general

" N
Y taxpayer of Kenya does nstl bgar any rden in recard
% i i
Do b . to that proportion of Renya's debt ieh i: sunk in

the Reilwsay.

fut epart from this comes the guesil
of reilway i erally. With the separstiion
of railwa 1 5 2l Cola 1
sudgets, 1 1 colonial
1 tic sion o
- W ) el 1 I 1
i wor
. A
Re ls a 1 3 hkome
/
ove



bt \
£454,713.
., The '8\ Il,‘é would require JMUAgA o year, and ihe

&
’,va req_ylres, W £376,047
% ,

The General Manaser of ihe Kenya-Uganda

Railway is anxious to see two thingg happen :-

(i) o get down the overhcad debiwcharges o
which maifily turn on the, existence 3
of two loans carrying high interest |

' ¢ the Railwey, so that when any one

. agset wore out there w ‘fbo aush money in ; d ora 4 ‘(6% and 53%), the fiwstiofl which-is, v’
s - 4 AL % -, not due for re a.{m :np until 1946 a} {
-1 the' Renowals r&m fro p. 49hnd by the earliest. I : ,}i ..\
1«1 { -'/ f g "il e evied ij’:g }.d rR ‘But, "1t woudd all | # Lty AR VL R, R el uima&xp an adenuﬁte Ressrve B‘u?\d R
& , “ﬂ?‘\ : ! i et S SE : \ st.upl_, & general equaldzing~ {
] have 'bedn replace& without mﬂ the pub*lh nable hin-to reduce
7 3 ua*h Wi gh thdngs o

{i - 1 he 1 a Yenymenernl
\ xt?zdeuhtwcly e
y ad.v.,n t.he struggling

or the genenl taxpayer for mo&! ‘capital.
The calc%aﬁo'\ of the precise o}nox;pt is a ; ) R
oy AN ; natter of gonsidzti”ole aifficulty ‘and nd W | N B2 = \

i H $ wengblé ‘the

Iittle gugSsiwark, but an ell=in fi o S, TR ol Ny their &tan
g 4 aaRe . \ ¢§{j % the up-co
3.11% was-arrived et a@s-the basis. The ! ) il 3
§ yrem— : ™ wrder‘ 1o e
nadl = Railway was actoggingly required to place to
x5 3 480, 000 ¢ General }A:,na;er\.u-ges bhat the
y Renewels a contribution of well over . ;
: , shm &4 reduced from Si% o 2,

x il f456, 798 : -
™ a vear (tH& rigure in 1934 | ) and

the total smount standing in 4#e Repewals Fund

at the end of Deceuber, 1954.& £1,780,434.

Jwhich wills bc r\ade vv mac’s W

chn pr.‘s‘ ups ti’l 1946 % M 1&‘&&0 t‘itrrs.
qu"naw-' FiWM-G@ B s DG e cmm

o resultis 4, "in & ysductio R 11 }l!&,\{ﬂsydebt
A% cilid i '
vasti.pi‘ asgéts ¢né"gg'
mp.h Beitrivution taldh
may N}Q Woue hizher t‘ntﬂ\

0 hav

ought,

bdaso  wut waen"t tﬁ;e They Have now cama enough
me: 6y to close meﬂcn mz uwhuly.
so that the hmm now l'.nnd- et its

{Miiﬁﬂ““),‘""mmm in addision, there is e

; velfiGe of £26,708 With which i3 ls proposed

to restart a Reserve Account.

gecondythe .

that sdCMe@l £ gure was agcura

The rigupe of 5.11% Has nev '
5.11% Hae never been 1 rave. BnﬂQ ether hand, it

asccepted by tne Kenys-Uganda Railway as 3.11 nnd t.tme ..'Lune and @& re

- 11, va
A thorities and the contribution paid by the { e 9
Reilway has been at the rate of 24% only.

.




’ 'ﬂw, Mrcia’l cnmmﬂ,ty in Keny"?.
strongl} mp’qrtscﬁ' by the Joint (East Afric

the

Board, are press:lng $or a reduction of
Renewals congribution to ﬁ’ We aere
that it, ou#_ to be déne, and 1n§“ar4e~rb

agreée,

to ue

an 1mmqﬂigtc Iarge sum into the Reservey it

) 1g,ma of umh. which: m
ered ot the cnd of april, byt '
Mcellor 8 1ettcr, whighy

or the conltmctlon
This' sum is cuﬁ!ﬂ'

: !!t and unt"tmtelfu"
104 by lf- Wing Y

gs* el |

) /:ereed ta( deter the Mtun of the

ﬁ

f
*ﬂ» o ".‘.2 g
“Foaid tatin, W
'}J.' "‘,‘_'.,.

jﬁz tiink it will be recognized- cm#
ir W in 10 be any talk about. developing
the &npire sych a propoée)l as that the
unfortunste Kenya~Ugenda Railway, which, of
" course, really means sthe struggling

agriculture]l community of Kenya and Uganda,

black

2t

v . R
vlack anf white alike, should be cai¥ef ugon¥yo

"‘"‘. repay a sum of £5! million adva Forty vears
for purely political purposes 51 ression
the sleve tra.c snd the comntrol orf . i .stry
Uganda) . sii. 1. be I.rily <. atived. £
adrdtted in 1421, sl‘ ce ¢l (Y 188 Dech NQPL LP

less tacitly recognized hut tnere is no ‘reason, why
it shpuld not be reopened on the very good ground
that,

with the “ollsp]{g af the .pcanomc; structure

of" Kenysa, as it

naaﬂeol‘igpsed, to eall upon grw‘l o

B

meet sueh a liebility wolld Pe morally

ol
wloﬁ_"is very m

ht the Rahwly;

:1

" T AW
rntes nay not bs rpduped) -nhhout Trennury se.m:ti i
i

. *
We can uccopt tnls kind bffer so .fer as it joes to

think

f) the institution of a General Reaerve, Mout I

the subject of the

we should return to the charge 0!

2% Renewals even if we can't uet

s.oectively.

mention here that 1:1‘th Kenya Council the

) ot i
gt of rejuc LEOHCOE ralway rates] wag m_ L1




gnd further; that the unofficial populqtibn ;
;re gettir;g extremely restive under w f.hw.
regafd as an undue burden. Strugg =,§
they ‘are, it is impessible not to, aymﬁ‘lhize
wibh. ;gzus point of views

& Thare; remalns the allied @ﬁtlon
ewils The Railway ie

pyu not et 25 tuv et

Smfdvlg tnnd mt. ™
#an extrs ca\lﬂ?mnon to. x.&n-u Qt sbout
. Au,ooo '

Deficit Accoum At Wolld moan s i )
buvden on” ey hilvay, and f’% to w
ﬂ;} " 1% would be’an acrq‘ﬁnpt'_ tha"f the 8.13% rigure
-~ is the wright ones The laté'@ecretary of
G St‘afa fvfne_“ir}ot prepared to ‘scbebt that, nor

em T,

o hrog-rbnction.u-nulu
NM?D% hmo‘u violent line im
e mumdwm“.m‘xm»
,z-f “sdmit that' I shoald )ike to try the effest of
46, What I think should ‘oe'dons is for the
s.of&tolatcltuwmrththn
 gonsito the matter with & d, that
um-ebnm & Tonevals
qﬁﬂihmua;mw,mm
oxpress understanding that the position will
be thoroughly Te-exkmined in 1946, in which

»

sfs/ i G e
year part of the burden which the Railway ‘| !
now bears may be expected to have diuppeared.‘ ’
That it may well be found on such m examina-

a Adgha Aale Ao

tion thet/ﬂennalu contribution -kad:umm
calculated—thet 3.11% will he necessary , o pwectly el
anmxmﬁkfmher 10 years'
exponence will show that 3.11% or even 2{% is

on the high side. Also ® say that the S of 8.

and his advisers are all in agreement that if

. possible Railway rates should be revised and

| 'reduced it the whole community of Kanyl. is to

be given a fair chance. That t.hil .
" effective ,6an only be done on broad lines as

‘Proposed by the General Manager, and to enable
him to do this the S.of S. agrees that the
institution of a Reserve is desirable. Point
fout that the Deficit Account has now been closed

| and that thers is a small balance on the right

d ‘say that the S.of S. gladly accepts
1 that sweh sums should be plu.ced to
 General Reserve.

Then I think it would be well to m
the Chancellor to consider seriously whether it
is possible to ::;. the claim against Kenya
for the £5f million. Say that we know it has
been admitted but that in present circumstances
there is no hope of getting it and that it is a
matter for seriéus cénsideration whether the
claim ought not to be dropped and the people of
Kenya allowed to face the future without this
svord of Damocles hanging over their heads.. 74w
Aoweres "y well weik G 1938 Y bu o no nezel
b tone L e o B Tassos, wilh agee o & 25

Via P
/2.7




BY ATR MAIL.
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“ ConFaoy, NaIROB!" v CONFERENCE OF EAST AFRICAN GOVERNORS / i

e T P.0, Box 601,
. R »o.JlB!li:Es» RECE!IVED ::mom_xsnn
‘l&@_‘!’.- 31 MAY 1936

' C. 0. RileY

21st May 1936,
Tr W™

In comntimuation of my )_d‘ﬂonul letter No."

Dear Bottomley,

Noi© T/Fin/i.2. of the Grd Mey 1925, I enclose herewith a copy
~ of Rhodes' memorandum on the future financial policy of the

mich on the lines of the ome
N05 Byrne with his letter of the
< oy
7 el

SIR o‘&nnunm. K.C.M.G., C,B., 0.B.E.,

COLONTAL OFFICE.
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MIIORANDUM FOR L7AY COUNCIL ON TH: FUTURT FINZ&
"% KTNYA AND UGANDA PATL7AVS AND HARBOURS ADM

HISTORY OF DEPRESSION:

Before outlinin; what T consider should be the ‘tuture
financial pelicy of the Kenya and Uganda Railways and Hart :
Adminiatration, it would bé as well to raview briefly the histery bt
of the 'recent depression, so far as it affectad. the workiné of

.=themconb£ped Services (Railways and Harbours) b

" ; 3
25 AR The following table I#'®f interest in this conneetion:-
y : 1 [ x P 3
v $ i X 3 L £ b ¥
Year.| ‘Gross Cross . = Net Loan Dsficifi -
Revenus. Expenditure Revenue. Charges or ! i
including Asfunds syrplusx){ S
<4 Deprec iation. etc. S e )
15 )
1934.] 2,685,877 1,511,954 1,173,913 829,259 544,654 N
(Surplus)
1935.1 2,569,138 1,514,921 1,054,215 821,379 232,836
(Surplus)
1932.}12,172,948 1,522,729 650,217 {839,605 {189,388
‘ (Daficit)
1931, 2,246,837 1,802,844 ! 437,993 (B15,177 |378,18¢.
| (Defieis)
1980 {2,811,229 1,956,805 644,424 727,634 83,210
(Deficit)
1929 |2,869,932 1,895,049 972,883 |685,516 4.287,367
| 4 {Surplus)

3. The following additional peints should be specisily
netsd :-’ . ¥
(a) The Gross Revenue for 1329 is the highest so fari'i: “. )
received; g v )% ¢
(b) At the end of 1929 the Interest. Reserve.ad, 5r
Reserve Account, amounted so £100,000; J

(¢) By Decembar, 1930, the Resgryé Ageeunt stpol at
,£16,790, while by December, 1931, this had been
oconverted into a deficit of £361,394;

(d) The deficit reached a maximum of £855@,75. at the
end of 1932;

(e) ™xpenditure was 1lso a maximum in 1930;
(f) Public Ton Milsace moved in 1929 was.30Q,763,541;

(g) Public Ton Milea e moved in 1933 was 308,338,673,
the maximum to date.

(h) Zxpsnditur: was a minimum in 1934
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4. With ths rapld falling away of traffic in 19330, 1t
bscams clsar by the end of the ysar that a ssrious de ’11‘~baion had
comngncsd., Immediatc and drastic stsps were taken to reduce
sxpsnditure, with the rssult that by the end of 1934, an. annual
rsduction bslow the 1930 figur- of £454,841 had .)aer. achievad.

- It should be mad. clear that this Sdém reNFe‘ to annual
rscWrent workin: sxpenditur. and is excl sivs of Rsdugtions
in expgnditurc on Bct‘wrn_n*. i SN ]
Extpgoriinary in Geyernment so

,the naxt: ba
. thown is
of-’ .in ths 1a
{ UV B of 1uw
defieit Tom s n

L o 1 % 3

small contryl
‘ba pXedr” that snuc is still !
satisfdactory rs 1s duc almast
L. mopkdng msndittﬁ,‘(neordsd in ng

. ing this perfod,: =
disoouraga i
only . ous

Nan oyen & small reduc 1011 in
~baen of Wl!

opsidaration of thege

n {4 h.uuy mtﬁhe to lower

g.naurx mq‘ﬂ' roduoing th
Ipm during parieds of

e

mrﬁfon, & 30
ata “l‘c;as is

o te ‘builq u;I) d&&ﬂ




12. As rsgards the amount of Ressrve that is considersd
adequats, it is interesting to note that the Rhodesian Railways,
afier their recent experisnc-, have decided that thsir rsssrve
should bs at lsast 2% times their Loan Commitments and that

in addition they should build up a Ratss DBqualization Fund. It
is, however, felt that in our case £1,000,000 should be the
amount to be aimsd at to form a general raeserve which will aiso
act as a Rates 3qualization Fund.

13, Thé present ratas strycture is designsd to produca

a balanced budzet, with avsrage crop yields. “fith good yieslds,

an annual surplus of 2200,000 to £250,000 may be anticipated,

which will be availaeble for building up the Reservs, i.e.
pontributions are made tagrthe Ressrve in good years only. 1In

this connection, the only crop requiring particular attention

is the cotton crop of Uganda. A bad cotton crop in any one .
_.year will, on ths present rating basis, result in a deficit for

that year. The present satisfactory position is dus to the fact =
'we have had thres good cotton crops in succession. This
‘always be the cas2 and it will bs resalised that the
rgin of safety is not great and is dspendent vsry mueh on such
ncertain factors as rainfall and markst prices.

14. Examination of the “Z" diagrams in the Annual Report
for 1$84 will show that, from the transport point of view, the
bottom of ths depressien was reached in 1332. The figures for 3
1934 would appsar te indicate that we are now well on the wa¥ *

to may bs: describsd as a boom psriod, though no doubt om a

aoh. @ than the 1328-29 boom. It would appaar,

1 reéasonable care ws should be abls to~

rve . the next depression is due.

e must D& secure

istance

| alrsady reasonably low,

top ratass are vepy -
rates as soon as .
high and unduly put up /
joms, and, secondly, becguse vl
‘gompstition, Reasonabls rezulation

port will bs rsquired by thsse industries

tion egainst sach other, but prohibitien in

‘tien, as at prassent, can only be

ong @8 the country cannot face a cemplste Feyision

tarifr systen. Such a rsvision has in fact ‘been

is availabls for immadiat- introductien should

f wasteful road competition bs withdrawn. is is,

eved t0 be in the interests of thoss tsrritories as a

the existing legislatien be maintained until such tims

3 0p rates can be reduced wét!un ralsing thé lower ones.

. 8 @sted that both Cover % should bs asiksd to give an
ertaking to this effsct.

16. The factors chisfly controlling ths rasvenue nosition ar..-

(a) Operating Costs.
(b) Loan Charges. :




enm_tg ng Costs:

174 *At ths prssent timc our working expenditure, exclusive

of deprsciation, is below 50% of our revenus. This is very
satisfactory, as it means not only that costs are bcing kept

within reasonabls limits, but also, and this point is frequently
forgotten, that unremunsrative and umeconomical scsrvicss have
virtually besn eliminated.. In'this connasction, ths continued
co-operation of the publig is necessary and servigss demandsd -
must bs:confined to esssntials only

P

'he tenptatign 0 chermnants and the public to press .9
pant and L ibmic services mMust be resisted ]
v We | gradually drift back to the positien

four. years ago.

i results have been .
a unnecessary to repeat
both the locomotive

t

] ined are most satis- $
; mich larger railways.
> ~4

i
sond,

wtué hm oapitd oxpendnu!q in a dunoe
velop fp oountry, and g:.r

est whioh have n be paidy msu

tion of eur 8t cguse
- by more in nsiv. :Lopmnt or the ¥
d the second only by the umoﬂtutum of
waibln. » s Erih

o

ent time po way Has baen found to deal with
; ;( by the high ratss interedt. , In the

&f from the loan burden dam be ebthined
,000,000 Loan of 1921 can be redesmed in
share ef that Losn is £4, 306 but

hnd available will amount t e.ooo

DOO to be found to m

rious cm\deuu -ﬁif ﬂ:ia ‘balance
ditional &3‘ to Sinking Fund

: 1s at pruont. !mich*
ons, 1§ will z ’

ed opindion at the

: for revisw as soon
X nxxu tho ugm already suggested as

! too is in accord with the recommended
1dly as possible and by everv
it is perhaps
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@5 rraLs FUND:

24. It has repsatzdly een pointed out to the sscretary

" of State that the present rate of contribution to the Renewals
Fund will provide more money than wtll be spent on Rsnewals
up to 1946, though the whole of it 7111l be required after
1946. It has theresfore bsen sug L,,sr,ad that the rate shpuld be
raduced temporarily to 2% and then in 1946, when the loan
position is eased, increased acain fo make up fox *t..- rediteed
cbEtribution to a life basis, which it i3 ‘sxpectsi will be
about 3.2%. The relisf afforded by this twgoru-v vorrowing,"

1 . amounting to approximetely £66,000 per annum ulq be credited
W ; t0 $he Reserve Fund until the latter reaches thgirdguired total,
[ &<+, theredy expsdid the dats when the. sum reg xad fren ¢snsral
'y Revenue as contribution to the R ﬁser?eu?d x?,«, e LoKger
nseqed for that purpose’ and bec.oﬁes availab for Zats qdunions.

25, The 255 ,000 ralier trom Renowgla 00 tﬂlh tibse mhth

ganndt) Ghder -any ol be-ased for a.te rg@cnons ean
 tHeRiuntl)l 1948 qui 'ba Mnn upplemutnr{ :
ng und t Ix any dbep ’&s‘ ?6venu5 W i
mtl ??*:?"
."t s 7 gstaﬁ ,pli not "
n&g Qﬁ: de’ the ’oxﬁ‘!r G o th LT
l‘ahef W eabils in.no W& ; position %
‘“b( 3 als Fan uo%rmrd a. o
gugv h\x'u the' & lme it s e 3 .
iple- 13, @vent ly aocepted fram® prigin
‘ wla6s 1930, & sum of ot [ 2400 OOD will be
. treansfer te the Res wia
} CUR
i
At ni'en,nt time, £
tary*of Sute, the prac Y
i Y18t each vesr and
t8 have
luauce on tha su
always bs the case. 3» "
drthay ount on acde y
eredi to révenug
oh, Af necessary, sho
ions until reesensble
‘ i £
. iThere are e gumvsr of a-qno hich ars no 1ona”
muw afd whidh will not regquide rep m’:t. y
\8Fs ojaclete vessels and shora equi ; g
ib Quarsers distributed OW apts a.a
olh onatn g capital Ac -ut
ﬂbﬁnd ﬁ'ﬁ th: ;nu::'q‘l t y
rw be% £3 ‘the- Rangw FEic ¥ from Ceneral
venus . & Yol §re pluoad $0 ths credit of Capital
Account and ar's available rurtnor oapital ‘sxpenditurc as
raguired. Whils 18 hlate i3 not necessary in wrning of f deai
assets the preoess snofld not ds unduly delayed. ‘s stion
18 now dein examined and will Ys dealt with in co: unceti : with
the review of .the Renewals F .u pusitio.a asad the question of

contributions to the iMarine Renewals Pund which hav been tem-
orarily suspsnded, whieh will be undertakan during the present ar
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THE GENIRAL RESTRVT:

29, We may now examine the position with rs-ard to ths
building up of the General Reservs, a matter which, as we havs
seen, is considered to bs of ths first importancs. e have in
the Reserve Account at the present tims some 225,000 only. We
have also in the Renewals Fund a sum of approximately 2400,0C0
available for transfer to the Ressrvs, if our proposals are
accepted. If our proposals are not accepted,.Ws may, I think
act as if that sum were available and reduce the total tc be
shown in the Ressrve accordingly. Also we havs a temporary
excess annual contribution of £566,000 from the Renawals Fund,
_either agreed to, or if not agrsed to, available in th&t Fund.
:xeu'r further contribution to the Reserve must gome from surplus
enue.

N R Vi
~30. The problem to bs dscided is at what rate should
this contribution be made, ths alternetive presumably being the
sstting asids of part of the surplus towards reductions in rates.
This aspect of the matter requires carsful sxamination and an
analysis of the surplus earnsd in 1934 will be of interest in
this connection.

31. As msmbers of Council are aware, it is ths ssttlsd
policy of the administration to estimate revenus on vary =
conservative lines. As already stated, unsuitable wsather
in one saason may easily reduce our revenue to such an
extent as barely to balance oxnditure and even to lsave a
defioit., The importancs of Ugande cotton crop in this
connection has already been stressed.

earaful exani on of erop prospects amd rssulting
i 8 thet the normal recurrent goods

figures, can be accapted at about

t darinc the year in question, owing

a racord cotton c we earned some £200,00C

is figure. This additi | sum, however, cannot always

be relisd upen and may be sresved for sstimating purposes as non-

recurrent. In addition, thers are other non-recurrent itsms

such as levy, 223,000, appreciation of securities, £35,000,

ﬁ'. total of £258,000, or say £260,000, which can opnly be

. ed as nos-rseurrent, or fortuitous revenuc, and thersfere
our Reserve is built up not _available for rate rsduct .
This leaves some £80,000 which m ) iderad as Tava 87

for ratass reduc s lsaving the building up of the reserve to be

found solsly from sdditional revenue accruing from orops
abovs the sverags, @ general improvement in trede.

of £80,000 must be placed

33. tgumt this possible £
the probable increase in ths Rene Pund contribution on
Marine assets, which, as Council . remembar, has besen dis-
continued until the end of the présent vear. The final

ition with regard to ths Rsnew Fupnd will not, however, be

until later in the year, on the conelusion of an snguiry

ol‘.zh i8 to be carrisd out as soon as the nevessary data has been
] scted.



34,
additional

35,

36

37.%

(11)

f111)

(iv)

(v)

(vi)
(vit)

£ \nd tn 1945
(1)

Assuming that this enquiry reveals the fact that no

payment to the Renewals Fund is necessary it may be
stated that as a res

yegr and providsd t
.« . -before the end of the year
- .« for rates reductions from

While I believe relief to this extent can safely be
glven a depgision en.this point can
delibsratien later.in the ysar and,
condition that reduetions bs
unsound er unduly h&gh.

BEdrly w eoAd1tion, r

£ will be gonveni ;vx: now, to summarize the rscommendations
outlined abows. ¢ ‘

(1)\.&1 surpluses should be credited to the Reserve

Renewed effo to b‘e made to
to reduce 8 Nenswale Fund
: 46

(vﬂ“x : % reductions wnén

t of the improved prospects of the prssent
affic prospects do not deteriorats again
;» & sum of £100,000 can be made availabls
January 1lst 1935.

only be taken after mature
if aeccepted, on the-dis¥inct
applisd only where present rating is

gficts reductions to :-

1 tba alrsady novsd for

ci.ssss which

, As already
dned, ars unduly high. "

Account until the total of th account (plus
any sum availabls from the Rendwals Fund) has
reached £1,00C,00C.

NOTE: On the Reservs Account rsachin. this
Tigure, a further £100,000 will b:coms
aVailable for rates reductions,

Maintenance of worlking expenditui‘s at a minimun
invelving eliminstien of all wasteful and
extravacant and unscgnomic services.

The question of instituting e
Sinking Fund te pravide the
requirsd to"redeem %he 1921
for future doaaidsration.

Supplementary
additional mency
Loan, to be left

obtain authority
contribution to

until 1 ,-crediting the amount to the
Regerve Fund until completed and then to-the
Sinking Fund for the redemption of tha 1921 lgu.\

7o' open/a special acepunt to covef vartations in
value of segurdties. |

hl.ﬁ-aﬁ}‘mg,wam Q. bp carrigd out'as due

bent or fort
» for rate

i

eva8UE isnot

4 1 1: until t?t .hk
\ (Resarve {8 built up, of the Shaking
“JNAS mad ot then be oveslediss

Bved must be rastricted
v o the diimination

¥ 1n§ ¢afecss, 1i.e,
they must conform to -}#z‘a i

n; 'principlas.

Redemption ef £5,000,000 loan usil

the
Sining Fund, and berrowing

the RNeserve



¥

(o Mh«r £200,000 for

(42) muna canu;abuuon to the. xenenu Fund to
bring up to life basis.

Y, uma stetenent based om hg_gu als,
w #o st back in revenve ocours, is i«:u as

e 1
2 %zar ainom burd
cpt to point out that &8 axpi
thsre- gre no large po‘.
rmo in J.%l and 1932, p

s t, “bri
¥ mauchc‘

3
8d . .

! rhaps mn be &r M . though
des mdarlggs relief in the - PR,
tolant, es no. auw“to?; f g

a 1939 1940, when the Reserve un
ta{‘tut g regratted, 1t results &im::z

w3 0

“money thil means
£23),254 less for ome in 4933 than %
I'Q the same work in 1929. In addition, the We

:znd&s and more efficiently in every ways
rupo 8, users of the Railway have in faot reccived the
equivalegt of very substantial reductions in rates. If similar
compari are made with previous ysars, the results are aven more
etriking.




42, Furthermore, thers is ons other hope available to
present ussrs. All these proposals arc bassd orn the assumption
that there will bs little increassd development in the next threec
or four ysars. It is wise to sstimate on conscrvative linss.
Should, howsver, it turn out that considarable additional traffic
is in tuct brought to the Railway - and there arc possibilities of
inereassd native production, mining developmsnt, bamboo pulp
manufacture, stc., - such incrsases will tend to shorten the pariod
until adequate reserves are esteblished, will provids in full for
loan redemptiop and, E;gvidad stric control ovar expan itura 1s

mainnmd make further substant ate raductions po

484 5 at helpful of the above possibilities lies in
Lﬁereu&a? uti prod on. 4 *eal advance in this djrsction will
not ‘only/pro g the fic so urgently weeded by the Railway but
may also bg } L& means pusting thejg territoriss once more on their
fset, lightening the dsn of taxatibn and so benefiting squally all
ssotions of the oo \y.

44. The prepara I!}il *lﬂd gerves to draw SN
attenption to ths faot at whils Mr. Gibb's zestion for a Railway
Board in London g:; bgen turnad down, little bsen done %o
straaghen the t38d weaknsss in f eml control that at

present exists. The need for formulating & long range financial
policy and for establishing sone strong and continuous form of
financial control %Yo snsure that such a policy 1s carried out, is
self-avident, 1if only from a consideratiom of the gerious mistakas
of the past ten years. Under the pressnt systen, evaen if & long
rangs policy is acospted today, thera is no certainty that it will

continus tomorrow. It is at ths merey of changing High Commissioners

Advisory Councillors, General Mansgsrs, Chief accountants ste., and
ths momant there appears a changs for the better, there is a scramble
for the spoils. Demands 8t once ariss for imnsdiate decreasss in
rates and even for the sharin; out of such regserves as may have been
acoumuleted. Jhén it is remsembarsd that siokhcss, or absence on
isave at the baginning of 1931 of one or two exccutivs officsrs
mould, of nscesaity, have lad te the adoption of a hesitating and
wsak policy, and that with such a policy wa should have been bankrupt
in 1932, ths dan;zr of th. present organizition will be appreciated.
Mp. lbb 8aw this danger cl:arly and susgested a remoedy. That

_renedy has not becsn acosvied, in mr view rightly, but nothing else

has bzsn substituted.

43. D Consideration of ths policy now submitted and its
acceptencs in this or s modified form will at once raise the
question as to how the continuance of such a policy is to be en-
sured.

G.D. RHODES.
GENTRAL MANAGER.

General Mansger's Office,
NAIRORI

14th May, 1935.
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ESTIMATED REVEWUE POSITION. ' " Appendix to General Manager's
- . Tfemorandum dated 14.5.1935,
on_Financia olicy:
> Bstimated Balance Supplementary Sinke Accumulated Sinking Funds -
& - £ of Reserve Account. iug Fund 1921 Loan. 1921 Lean.
Reserve Account 1.1.1935. | 26,000 )
1935.
Temporary withdrawal of o 1
Renewals Contribution - 1930-35. 400, 000 A -
Estimated surplus 1935. 250, 00004 /650,000 31.12.84y £676,000
1936.- | 4l ‘ -
Reductien of 4% im Renewals Contributionm. M 66,000 TR TN
‘Egtima ted surplus 1936- o LT j ’ &
< IESS RATE REDUCTIONS 1936- . | 1005000 m' 31.12.36. £792,000 ¢ &
A | A 4 5
1937. —ro o ( ¢ £y, | * i -
Reductien of #% in/Renewals Contribution f wfe 664 « A S
t t luss ’ . 414 B . ‘ § >
Estimated surplus “}“ - 51 1M i !
1938, | “ ; w
= % Reduction of' %% in Renewals Coutributim.¥ ! ; ‘ .
Betimated surplus. H « ‘é‘! b aae B
Credit Regsepve Acoount. £ 62,000 =& '  § y
Supplememtary §inking Fund. £104,000 W5 A _(63.000 ' 131.12.38. £1,000,000 £1064,000
1939. - $ : ¢
w Reduction of #% in Renewals Centribution 66,000 4 1 £ 66,000
) Bstimated's Jus. i v 100, !
S RATE UCTI 1939. . 100,800 ;
i ' }
0 ey ¥ 1940-1946. @5 . ¥ | :
Reduction ef #% in Repewals Contributien } ] 1 fod ! (gex v"I N
at 266,000 per annum. ] J rat Eﬂlg £632,000 «|8u emen tary £750 Including Interes v
4 - & | . ' ordinary  £1,800,000 | £2,560,000
5 1947% ) £2, A
. Bgtimated surplus. 50,000
) g .X. Baving in Loan charges 1921 loan. 194,000 31.12.47. gll(_)*Iooo £
244,000 ' '
UCT1 947. 4 £100,000 | S
nereas e s gon- f 1 | R , ¢
2 ibutioaen a e basis, ® 000 4
i butioa 1ige basis o Liad 2_4__‘_ogg o ‘ _

» : e 4 '. F:* S e e . y T
e M % o X 1 savi in Interest and oha on
¥ . .
» AT = - Redempticn of 22,050,% @ 7% per annum « £178,500 ¥

b 1> ; E - ; . Refluctien of s&y i% on berrowings in
T Ptacs ;:,‘.F‘A . ot of unredeemed portion of Loan « £ 15,500

% % T . £194,000
) N
% NOTES: (1) Proposed Rates Reductions - Ja 1986 |~ £100,000 ;

. - r

}2; An improvement on the position as indi herein will pedtmit tne 1939 reduction to come forward to 1988.
3) Reduction in Renewals Fund Contribution ii available only for transfer to i

i. Reserve und
or (b) SBupplementary Sinking Fund.




TELEGRAMS: OFFICE OF THE
" CONFGOV, NAIROB!." CONFERENCE OF EAST AFRICAN GOVERNORS

Ree No ,!/!,t./'r'ﬁz' ® 0 Box 601 y
NAIROBI KENYA /

PERSONAL. 3rda My 1935. /

Dear Bottomley,

Would you refer te Sir J. nyrno;s‘ wumhl
letter to you dated the 23rd Jamuary, on the financial
position of the railway, but dealing particularly with the
Remewals Pund, with which was enclosed a memorandum by
Enodes on the finameial poliey of the reilway, dated the
ad Jamuary. ;

2. Rhpdes wants the future finaneial poliey
of the railway 10 be discussed in detail by the Rallway
Couneil, so that it ocan then eome up to the High Commissiomer
(84r J. Byrme agreed with this before he went ¢n leavs), and
for that purpese he is preparing an exhaustive memorandum.
I imagine that this questien will be discussed in the first
instance, at the Railway Council Meeting in June apd pro~
bably oome up again for final discussion at the mext Meeting.
3. It would be very helpful if we eduld have
from you before this discussion $akes plate, a decision om
the Remewals questiem, ( your last communiocation ob ithis
satter was Velegram No. 2 dated the 20th Jmuary), and alse
an answer %o Sir J, Byme's letter of the 23rd Jamary, s¢
that we may be im possessien of the Colemial Office wiewa
before this questiem of the future fimameial peliey is dis-
cussed.
<T. There is also another question on which

it would be helpful if you eould give an early decisionm,

ok and that
= /

SIR CBOIL BOTTOMLEY, K.C.M.6., C.B., O0.B.E.,
COLONIAL OFFICE.




72

and that is the Joint High Commissienership, the Confi-
dential despateh regarding which was sent home on the

14th March 19356. If the Joint High Commissiomership is
going %o be inaugurated, it would be helpful if the

' Governgr of Ugatda could be ¢omsulted by the Railway as
Joht“ Commiseioner, before anything final 1- done as
n'éls NeXt year's estimates or the nmu-f pelisy of the
m. whieh would involve the size of the Reserve to.de
built wp, any gemeral rate reductioms which might be con-
templated eofs,

e temck],

C 1 b




JOINT EAST AFRICAN BOARD.: g

GRAND BUILDINGS,
TRAFALGAR SQUARE,

LONDON,  wc..

REe May m
The Under Secretar iy of state; QOMAY I35 | o Mo
' @.0.REQY

8ir, ‘

Referring to my letter of today's date om the subjest
of the Kemys and Uganda Reilways, I have been Instructed to
enslosh an extra copy of this letter, and to express the hope
that you will see your way to send it te eh.‘ ury, and

convey to them that the fesling of those o lh Bast
‘Africa, and of those in this country e . tﬁ\ Rast Africa,

13 very strong in regard to $his matter.
. %he Board hopes that the matter will have early and
rnv#ﬁh sansideration by you and by the Treasury.
1, sir, :

v
Your obaﬂcat servant,

T’Mm‘



JOINT EAST AFRICAN BOARD
RAND BUL DINGS

RAFALGAR SQUARE

ILONDON

18th May 1935.

BN 40 s poum e

l“hﬂ”aﬂbmngmtmu::m
mhm“n-mm-nmm
Wgands in regard to the guestion of the desirability of reducing
,Q‘Mhmmmuumndmm
_f’w..*ul’ The Assceletion of Ghambsrs
fes have infermed the Board that the
.ﬁlv--l“mmmm
n fob many years) and the Asseeletion
uuuuu'aiuﬁ.&mmmmm
consideration.

The burden ¢f ssnual Sharges, sush as loan iptersst,
einking fund, ote., &8 well & depreclaties, berns by S Nailways
1 very hesvy, and W Besrd foels Shat scuething should be dese AF
peasible o lighten this busdem. The Board understands That the

|

A 00



40
The Under Secretary of State. 18th May 1935.

smount invelved in a redustion frem 24% to 2% in the rate contributed
PW“ their Renevals Pund would be some £60,000 per

‘)'4

o,

m not advocate such a reductionm if 1t
mmu}-c for the purpose of providing for
* 1 ,‘P-O the Board’ wbderstands that 25 {s sonsidersd amply
suffictent by $hoss sommestéd with tme Ratlvays .
I am, 8ir,

*m ovedient servant,

( XEK




JOINT EAST AFRICAN BOARD
e e N GRAND  BUILDINGS 4\
— TRAFALGAR SQUARE,

LONDON. .

JOINTBOARD." Lowson

18th May 1935.

The Under Secretary of State o r)-\

Colonial Office, oqMA - 136 |

Downing Street, 20N 2 |

; s.w. 1. ¢~ =G,
sir,

EENYA AND UGANDA RAILWAYS

T have been instructed to inform you that the Board has
been in correspondence with its associeted bodies In Kenya and
Vgands {n wegard %6 the question of the deairability of reducing
the %}- to the Renewals Fund in the aecounts of the Kenya
and % Railways from 2% to 2%. The Asscciation of Chambers
of Cemmeres of Esstern Africa have informed the Board that the
Railway Advisory Couneil ©f the Kenys and Uganda Railways have been
pressing for this reduction for many years; and the Association
have asked the Board to bring this matter before you for your
copsideration.

The burden of amnual charges, such as loan interest,
w fund, eto., as well as depreciation, borme by the Rallways
is very heavy, and the Board feels that something should be dene if

possible %o lightem this burden. The Board understands that the




a2

The Under Secretary of State. 18th May 1935.

[
amount involved in a reduction from 24% to 2% in the rate contributed
by the Railways to their Renewals Fund would be some £60,000 per
annum

The Board would not advocate such a redmction }t it
believed that 2% was insufficient for the purpose of providing for
depreciation, but the Board understands that 2% 1s sonsidered amply

g

sufficient by those connected with the Railways.

I em, Sir,

Your obedient servant,

SECRETARY .




; THEASURY CHAMBER:,
)/ WHITEHALL, o.a.
/\ lc 26th April 1985.
My dear Secretary of State,

- 5 I have looked into the juestion f the annual
contribution to be made to the Henesals Fund of the
Kexyé and Uganda kailways and Hartour Administration,

b"{ about t"h;ichﬁyou wrote to me on tne l4th Merdéir. Your

7 4

/, propoul is that iLhe amount of this cont.ribution should

be reduced to a 2% basis unnl 1946, and that this
reduction should be made retrospective’ for the last 5
years, subjeet to the following conditioha: - ‘

(a) that in 1946 the renewals contribution should’ be
brought up” to a life basis; ’

(b) that the money saved by cutting down the rencwtle
provision should be placed t4 a Genera] Keserve thud, and
that as suon as tuis Fund hds réeched a aufhuen‘t ﬁgm‘e.
there should be a re-examination of x'a?.Qa l;itn "ivm‘ f,o

B
general and permanent reductions: ‘..
-

You do not, &s I m‘?erstmi it, Juestion the view
that .the proper basis for renevals’is the $1ife" basig,

i but

)




o- “
but you meke the point that the present capital of the

Renewals Fund 1s sufficient to meet replacements during

the next ten or fifteen years. This position, nowever,

»# . is only what might have been expected in view of the

comparatively recent date at whieh most of the assets
were acquired, and doex not alter the fact that in the
long run financiel stability can only be assured by
making the full provision.

Your case for & reduction of the renewals
contribution rests on the contention that at the present
time the Railway Administration 48 being called upon to
bear an unduly heavy burden by way of interest, Sinking
Fund charges and contribut.ons te the Henewals Fund.

Your proposal is, in effect, to level out the provision
for renewels and loan charges combined, by hypothecating
part at least of the saving en loan charges which 1s
anticipated frow 1946 onwards, to restore the renevals
contributiens to the proper level. The qQuestlon therefore
largely turns upon whetner the anticipeted savings in

loan charges can be regarded as available for tris ouroose.

So




%

& «5
So far as concerns interest charges, while 111 is
"\.rue that the railway 1s paying interest on about ‘
£4% millions of capitall borrowed at 6%, it must b"'..
remembered that the Kailway Administration is at present only
called upon to pay interest and Sinking Fund charges on A
just under £14 millions of “interest bearing" capital amd '
that it has not been called upon to pay agg iaterest or N
Sinking Fund charges on the remaining £8# millions or so of
capital invested in it. It seems to me, therefore, that
looking at the position as & whole, the Railway has really
been getting off lightly as regards interest charges.
Although your letter does not mention it, I
assume that you have in mind the fact that, of the non-
interest bearing capital, £5% millions represents
sums advanced by the Exchequer for the comstruction of
the Railway 30 or 40 years agu, on wnich ne interest has
ever been received. In 1924, after consideratle discussion,
the Treasury agreed that amy prefits earncd on the hailway
after provision for renewals should be :ut to betterment.

At the same time, it was agreed the! tne cuestion e&s to

when




1
ab

the
vhenand how liability for 'z }.‘:illloas advanced by the
ta

Treasury for the construc uA&m nailway was to be met

’:.'A should be deferred for
kS ) ,\‘“?3‘" Sl |
v?; : mﬁ&q pos mn.d, untll 1988, ‘ :
gsr_; : a -¢ AR Neitler thie um,x,xty m@QMum ‘por ‘the
w;m aiscussione a5 fo howght: w& helvet Are Q{f Yol
iu,)\o g éndoc 1o uw detlerof ‘the 14uﬁu;~cn, ¥ut I’bmﬂot
j""”\’ alp! thl&mg that, yotn' propdsale s would’ ﬁend w W;co
V;"*‘N};’ ol ebancee»af & ‘satisfaptory uttlment 'rmm your
) prwosax {iat the sanual gonfributios Yo renevels should
T B mﬁneed ta Q.00 Tanis sl 1946, wnd that theseafter

. renewals contributions Bould be brought up to the revised

actumrial basis, suggeats that some cobiidersble propartion
at hut of the Felisf which We hope will ¥egin to scorwe to
I RRE R  the Rl’um fn thet year, would be’ ‘earoarked, ten’ yomr's in
: "&’ dlvmoaj. for rutorib& the nwnfc gantributions to &
- ‘propcr buis.’ '.!;uu, your pnpoaulo fox' d General Reserve
Fund, to be uud as & fipadoinl oamgmg iar substantial

1

‘ ‘ -.4""':" reduction of rates, seeirs to su“est yet ;\xrﬂmr postponement

of & set.tle-ent ol this leng smdtu l;.abnitc




£

® y 4 The Treasury went some way in the direction you
wish when they agreed in 1931 to & temporary arrangement by
which the renewa}s provision was fixed at 2#%. Again this
year they agreed that thé renewals ;rovisi.b;'l should be made
on the life basis less half the Sinking Fund charges on the
interest bearing capital. I do not see how I can go further
than this.

If, however, you are satisfied that the time has
now come to review the 1924 arrangement whereby profits on
the Hailway were to be put to betterment, I am quite willing
to consider proposals for the creation of a General Reserve

, Fund. The suggestion I have in mind is that as soon as the
r"*" .}/ -existing deficit account has been clef;;/ed up, any profits
earned on the Railway up to 1938 should be put to general
reserve, sulﬂect. to the understanding that this reserve is
/ “ not to be used or hypothecated without our prior sanction.
It is clearly impossible for me to agree to any arrangenent-
extending beyond 1988, when the liability in respect of the
£5¢ million advances is mext due for consideration.

Yours s‘t—u‘ely‘,
(SD.) N. CHAMBERLAIN.
The Rt.Hon.

S8ir Philip Cunliffe-Lister, GBE,, MC,, W°.




M. Parkinson

Sir G. Tomiinson

% Sir C. Bottomley 7/}

Sir ] Shuckburgh
v Permt US.of S
Parly. US.of S

¢ Secretary of State.

DRAFT.

THE RT .HON.NuVLILLK CradBarlaIN,M.P.

FURTHER ACTION.

[ w=
My dear harcel.l
For €a

past, is aU.y <O
De urtzents huve veen &l var.ance Jvel
trLe roper nirit ivn t e male
annue. .y Lo tLe nenewsals sund oI tie
Kenys-U ands cal lauys aad Haroo

Adwinisirstivng. 1 nave been 1n-0 tre
wno.e juesiion very thoruughly myself
end I am writ.ng in the hope that you
will find the time to give 1L your
peraonsl attention.
On tne fineo

side tue facts are briefly t:e.e:-

(1) Nearly half tue capital cost of

the Railway was met from public loans

raised in "ha Mmos. ex ensive peril od
50 e
1921/27; t+,888, U wepe borrowed at

6 per oceul. ln Lhe former

- - AR
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b p . v \c 0- ) 2 ‘s &
, [ _ i 8 g 4\
£5,000,000 at & per cent. ; a8 STUR e out of the £445,91: required ou the
“ : it § g M. :
in the latter. Thers are other () academie life-besis. The capital fund
o) o | AT .
lodns as well; Khs total m required /- e l-?lv-7 created .11—.."” m o

for lm urviou)w .
-' /c Last o) Ac-l—./-—*) v

| £346,000 .-

T

(2), comrrutly -ﬁh neounx
ﬂ ™ 0
-t
thgn 10“ oh&rgu in ﬁll, § ¢
m-Ugnnda wm is 1n ‘the » \ k,‘,‘* 3
,,W y\uiﬂon of havi
nnfﬁtﬁixi annual cé‘u‘rt A

>
out of ou-niﬂgl to & Rene

'ﬂWn
ring <

*m\i& Mggcwf*n'

tho capital Gost ‘of om ﬂyau}l

uu& railuy, | muu;n. nuu&,
b, '\.‘ ~
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The East African producers
instheir present desperate condition
e
neturally resent -having to pay ==
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whet it actually costs the Railway for
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The proposals which I have
put forward, and which I very much

hope that you will acocept, will

admittedly bring no immediate

relief to the producer, but their
adoption

. 'SirG. Tomlinson
- Sir C. Botiomley.
: Sir J. Shuchburgh.
Permt, U.S. of .
Parly. U.S. of S.
Skcretary of State.
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FURTHER ACTION. -
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e@option uo_uld at any rate give him
the 'assurance that his troubles are
regarded not without sympathy at home 3
and the hope that tangible relief may
be possible in a few years' time when
the Reserve Fund has reached such a
figure as will permit of & permanent

reduction in the more oppresive rates.

[t ey o0 Mfl:vw\:u

{8gd.) P, CUNLIFFE-LIGTER
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My dear Bottomley, )
I discussed your purso;la-l ietter of thne Z24th
N December with Bourdillon when at Entebbe last week for
the special meeting of the Governors' Conference. Rhodes
was 4180 there so thal we were able to get his views and, <«
we also had had for some days his memorandum on the
finaneial policy of the Railway wahieh I memtioned in my
. letter of the slst December; a copy of this memorandum is
/onolo-ed. iy B . §

2. I understand from your letters that the So‘;;étary
of State nhas now persuaded the Treasury to agree %o tlu
recommendation whieh we Have been making for lttmb’ years
(vide correspondence ending with my !‘ruupo‘r‘t dqﬁp:toh or

No the 27th Decewber 1953), that a contribution of 2% to “the

gy, < . Hemewals Fund until 1945 is sufficient and that the s it

" aifference between a 2% and Z4% contributiom - -h!eh is ‘the
rate at which we have been con‘rtbuting - should be luh e
available ror transfer to a General Reserve Fund; if ihis
i8 the case, and the di&cr;nae between the &% anu aﬁ
contribution for the last five years can be 50 used, there
would now be available ror the General Reserve Fund about
£300,000 and & farther sum of wbout £60,000 & year would be. |
available in luture. :

3. 1 also underssand that the Secratary of State

considers that money made uvalilable 0Dy & reductien in the

contribution %0 renewals might be used in one of iwo ways:-

SIR CECIF BOTTOMLEY, K.C.M.G., C.B., O.B.E., |
COLONIAL OFFICE.




(1) by & division of such money between Kenya and

Uganda, in some proportion to De agreed upon;

(11) by some reduction in Railway rates which would

oenefit both countries. :

4. 1 see insuperable objection To vhe 1dea of taking a
sum of money from Railway reserves, some of which money has
been provided by levies on salaries of Railway servants and
dividing that money between the Governments of Kenya and
Uganda. I do not believe that this would even be supportea
by the more reasonable and thoughtful representatives of the
Kenya unofricials and it would not only open up the most
acute controversy between the two territories as to the
division of any such sum but it would, I consider, be a most
dangerous and undesirable precedent for the fuature.

5. A8 regards (1i), I should like to make a reduction
in rates if a reduction could be made which would be of real
benefit to both territories but the question is whether the
Rellway 48 at present in a sufficiently sound financial
positien.

° It appears to me that Rhodep' memorandum explains
the position with great clarity and I examined this at length
with Bourdillon. We did mot agree with Rhodes 1in thinking
the time was ripe for the establishment of any supplementary
Sinking Fund but we did think that every effort should be
made to build up the General ieserve Fund to a million pounds
as soon as possible.

7. On the assumption that the Treasury will agree to
the contribution to Renewals being 2k im future and also allow
a transference of the excess 3% contribution from the
Renewals Fumd for the last five yearss, we aonsl@er that this
#% contribution should be transferred at once to the General

Keserve. ...



Reserve Fund, which would mean the placing straight away of

about £300,000 in that Fund.

8o A8 regards the disposal of the 3% in future,
although we realise that the sum involved (roughly about
£60,000) should, in the normel vay, be credited to the General
Reserve Fund so that that Fund may the more rapialy be built
up and a state of affairs be reached whem the financial
position of the Railway would really admit of considerable
rete reductions being made for the general bemefit of the
users of the Railway, yet in the present difficult financial
position in Kenya we think it might be practicable in future
to use the 3% contridbution for Renewals and also the interest
on cash balances (smounting in all %o about £100,000 & year)
for rate reduotions if this sum will be large enough to admit
of rate retuotions which will be of Teal bemefit %o both
territories.

. 9, fhe presemt rate structure is not really satisfactory
and is topheavy and we wish to be able %o introduce rate
ncﬁjoum - when such are pragticadle - as will be of real and
lasting benefit o the Rulm users; we do not wish to
introduce rate redunctions jioonoal which will be of no real
valus to the territories as & whole and merely lead to repested
demands for further reductions, many of which would be quite
unjustifiable.

10. If the Treasury approve of the reduction in
contributions to Renewals, I will then consult the Railway
Advisory Council for advice as to what reductions they
recommend within the 1imit of the sum referred to in paragraph
8 of this letter, and any reduetions recommended could be
brought into effect from Januaiy 1936.

11. I should like to say that Rhodes strongly opposes




" -hn the m m nd irlﬁ h qurtoiutiy ua"o %o

A RN
3 *

the 4% comtribution from Remewals being utilised directly for
rate iuutim and points out that it is the fear which the
Treasury have had that the §% oonmhtion uqt be 80 nu‘
v mgmﬂ them in the past from & f 7
proposal that e i shesls be M‘MMW *
General Reserves iﬂuﬁ t&&nmu.“1u ‘*t“f iﬁ
comtrivution should be Saed for direst rate’ recustions wi
m them in shese M"i” 0 the 5 Lrom munu
mawmlwwm .uuunytg wp

sdew m« rate ymm

It'h lﬁ m




MEMORANDUM ON THE FINANCIAL POLICY OF THE KENY. AND 4"
4 UGANDA RAILWAYS AND HARBOURS ADMINICTRATION. -

R
EISTORY OF DEPRESSION:
Before outlining what I consider should be
the future finenciel policy of the Kenys and Ugenda
l . Reilways and Herbours administration, it would be as
well to review briefly the histery of the receamt
depression, 8o far es it affected the working of the
Services (Railways end Herbours).
2. The following teble is of interest in this
eonnsetion:-
Gress Gross Net Loan Defieit
Year Revemne. Rxpenditure Reverue Charges or
ineluat Refunds Surplus
| Deprecietion eto,
1983 2,869,138 1,514,921 1,054,215 821,379 328,83 (Surplus)
1932 2,178,946 1,522,789 650,217 839,608 189,388 (Defioit)
; 1951 2,246,887 1,811,684 435,185 308,337 378,184 (Deficit)
| 1ss  meu,am 1,966,008 644,434 727,634 83,210 (Defioit)
; 1929 2,868,581 1,093,698 972,883 685,516 287,367 (Surplus)
8. The following edditional points should be
specially noted:-
(a) The Gross Revenue for 1929 is the highest
80 far received;
(®) At the end of 1929 the Interest Reserve Pund,
or Reserve Aocount, amounted %o £100,000;
& (e) Deoember, 1930, the Reserve Account stood
B . et £16,790, while by December, 1931, this hsrd

been oconverted into e defieit of £381,304;

(d) The deficit reached s max_mum of £550,782 st
the end of 1938,

(e) Bxpenditure was nlso s meximum in 1920,




(£) Public Ton Mileuge moved in 1929 wes 300,763, 541
(g) Public Ton Mileege moved in 1933 was 308,338,673
(n) Expenditure wss a minimum in 1933.
4, With the rapid felling awey of traffic in 1930,
{t became clear by the end of the yesr thet & serious

depression hed commenced Immedinte and drac” lo steps

were token to reduce expenditure, with the result thet by

the end of 1933, an annusl reduction pelow the 1930 figure

of £489,338 hud been achieved,

S. It should be made clear thet this sum refers
$o amnusl recurrent working expenditure and is exclusive

—_—

of reduotions in expenditure on gettarmnnt.
1934 RESULTS:
6. g0 far es the resultis for 1934 ere known, it
mey be steted:-
(a) That Gross end Net Revenue will exceed
the amount obtained for 1933,
and
(») That the surplus will be sufficient to
extinguish completely the amount of
£317,946 remaining in the Deficit Account
end possibly to contribute s small sum to
open once more the Reserve Account.
7. As the totel revenue esrned is still below theat
seoured in 1929, this very artiafeotory result 1s due slone
to the reduction in expend} ture 1o whieh sttention hes

already been drswan 'nd uf whieh full detslls hr¥e been

given in the annuel Reports for the yenrs congerned.

RATES CHaN GES :
8. While seversl hundreds of thoi:nnds of pounds

were remitted to the usere of trhe Rallwey py reducticns in
rates during the yeers 1923 - 'v¥29, n& showh tn the
Annual Report for 1929, the present ,ositiun hes been
obtained without withdrewing more then ¢ compere tively

few of these concessl.ins. In faot, it 18 estimeted thnt

retes inocreesses whioh were introduced during this ,erioq,
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partly to obtain further revenue und pertly to discourage
uneconomic movement, account for some £84,000 only.

9 bhile this point should be given due prominence,
1% must be ndmitted with regret thet, owing to the complete
absence of & (Qeneral Reserve or s Rotes Equalisetion Fund,
it hes not been possible to essist industry during a time
of severe depression, when even & small reduction in the
cost of tremsport would heve been of inestimable benefit.
10. Oonsideration of this feet will, I think, show

that it 18 usuelly a misteke to lower retes during periods

¢ of prosperity, thereby redueing the reserves that are

! likely to prove so helpful during periods of omnmli’z

\ difficulty.
i NRED FOR GONERAL RNSERVE: ls% OBJECTIVE:
Z 11, It is, therefore, generally appreciated that
the need to build up edequate reserves is extremely urgent
| and that allow 0 interfere wi
= W 12, As regerds the amount of Reserve that is

oonsidered edequste, it is interesting to note thet the

§ Rhodesian Railweys, after their recent experience, have
j R deeided that their reserve should be at least 24 times
their Loan Cammitments end thet in gdditlcp they should
build up.c ;;'“ Equalisetion Fund. On sueh a basis, our

Reserve would be over £2,000,000. It is, however, felt
thet in our ocase £1,000,000 should be the esmount to be
aimed st before sny geneval reductiom fn rates ean be.
contemplated.

13. The rresent rates structure is designed to
produce s brlance ' budget, with average orop ylelds.

With good ylelds, an annusl surplus of £200,000 %o £250,000
may be snticlpated, which will be avalleble for building

up the Reserve. In this conneotion, the only crop requiring
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BEDUCTION IN RATES: 8nd QBJECTIVE:

particuler attention is the cotton cro, of Ugende. A
bed cotton crop in any one yeer will, on the present b:sis,
1t in a fiolt for that year. The present satisfactory
position is due Lurg;ly t0 the faot that we heve hed three
good cotton crops in succession. This cannot always be
the case and it will be realised that the margin of safety
is not great snd is dependent very much on such an unocertein
faotor es rainfell,
14, For estimating purposes, therefore, we may, 1
think, rcasonebly assume thet our reserve of £1,00.,000
will be obtained by the end of 1939 or 1940,
18, Bxemination of the Z diegrems in the imnual
Report for 1933 will show that, from the Reilway point of
view, the bottom of the depressicn was reached in 1952,
while the figures for 1934 would appesr to indiocate that
‘n are now well on the wey to what may be desoribed as a
Jl.- period, though no doubdbt on e very much lower scale
than the 1928-29 boam. It would eppear, therefore, that
with reasonsble sare we should be sble to realise our re-
quired Reserve Dby the time the next depression is due.
This is our first and immediate objective. We must be

secure whem the next depression hits us, if we are to be of

assistence to the oountry when most% required.

16. The second objeotive is, of course, = substential
reduction in Retes. Our lower rates «re already reasonubly
