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l-etgér.éa “to the effect of cur proposal is not, I think\‘]‘
‘quite Aépurate. We propoaed. in any case, to t‘ind_‘ the
loan charges within the limits of the half and half
l principle}‘ and orly to keep the receipts and working
expenses of ‘the lpan works outside that principle. T]-gp
Trenaury statement would have the efrect of keeping the
‘whole account of the loan worl!a, 1nc1uding the loan
charges, outaida the half and half principla. ’me rqcult
«wo\ a: be 1d.entica1 80 long as the gross receipts from the
o lpan workn\ were less thm, or only equal to, the working
e'z‘rp‘enae‘i.'t‘ButJhsv S50t Ke 4;';}019 gross receipts exceeded
the w&rging expenseajthe ‘.l'reasury statement of the case
would bek more i‘nvm“u‘able to the Protectorate. This will
be seen from ;he following‘ illustration:=

Thedean charges will be £11,250. Ve may

g anaumé"‘for“thé~ sake of simplicity that the ordinary
'revenue of the Protectqrmte remains stationary. Let 1€
' the g!.ou receipts from the loan




| if the Treasury still express a pretference for it.
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omn %rks\ lne net resulg would rew'
K
ate would MVe to forego £&7b0 of :1bg '

. eXpen %;:or t.o miwghe uerv1~e of
the losd. Under BR Tr ry proposal the grosn E

ceipts of £20,000 would Ilrst of all be set off a{,:i nst

the loan cnanges and the working expenses together,
namely,£26,250)md the Frotectorate would nave to find
out of its ordinary expenditure the balance,namely,
.£6,250. Un these particular tigures,therefore,ihe Tro-
tectorate would ‘benefit to the extent of 2,500 by the
Treasury statesent of the arrangement.‘

It 1s rather a fine point wmethor we cs‘houlid be
justified in simply accepting the alterfuﬁ,ive tonmula
proposed by tue Treasury without calling their attentim
to what appears to be an oversigit on uieir part. As,
however, tney show by tue wording of the lelbter tual
they consider the two arrangenents to be absolutely /e—Tame
vy e eonl4”
inadequete and propose tneir albemahlve formla on this
basis,I think we must say so.uetulng aboutl it althougn
I do not think we need go so far as to give them a lesson
in arithmetic. 1 would suggest that we should reply
that the altemative tormula does not appear to Lr

n 2 ooy
Harcourt to nave/precisely the saue results as the pro-

Y4
posal made by us,but tnat he 1s prepared to accept 1t

And add that he accepts the condition made on-the W

| last, page of tneir tether with Aivigw to the "ontmgemy
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Sir,
I have laid before the Lords Commissioners of "

?/ is Majesty's Treasury Mr. Fiddes's letter of the 5Sth instéz)t
" (17589/1911)/ further relating to the loan of £250,000 to

; ‘ be made from Imperial funds to the Government of the East

Africa Protectorats.

1 In reply I am te state that,while lly Lords regret
that Mr. Secretary Harcourt does not sse his way to accept
in full the proposals conte.ined/in thie letter from this
Department of the 29th lay last’concerning the method of
repaying the loan, 'I‘hey will not; further press Their

suggestibna on this occasion.

) My‘ Lordq»a,.ssent accordingly to the method of
repayment rscomén@ed in the third paragraph of the letter
under reply subject to the following modifications.

iy . The effect of lr. Harcourt's proposal as They
understand it is the same as if the wiole of the net receipts
.- from the loan undertakings over and above the amount required
to meet working expenses and tie loan charge were added to the

ordinary Protectorate revenue and this amount were equai'ly >
‘,qpponioned between increasing expenditure on :phe one hand
a.nd reducing the_g»rant in aid on the other, This alterna=

W tive formula appears to Their Lordships to be somewhat
simpler in its operation and, if the Secretary of State g8
no objé,ctioq/, Thgy would suggest its adoption. In any event,

MR TR oy K, however.
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to*the arrangement thﬁt‘/' if the ordinary revenue of any =~
year should show " decrease below that of the preceding
year, the amount of such decrease sha]wi be made goa& out,

of the surplus earnings so far as they wivIJ g0, B.nd that
only the balance (if any) thereafter remaining shdll be
applied to increasing expenditure in the manner described.
In other words My lLords consider that the amount of the net
earnings should be included in the ordinary revenue of

the Protectorate before the expenditure is calculated under
the hal{ and half principle.
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Svies I a directed by ..r Secretary
Just ; -
‘ _Harcourt to acknowledge Lic recelpt of
[ ‘ uucas i ) a/
i mderson \ © your lott o K67i3089/i-of tne th/July
relating to tiie Toan of £250,000.to be

made f rom Imperial funds to ahéﬁ?_vemmq}l. )

-

of the East Africa Provectorate.

"2, LUr larcourt is glad"tq leam .
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rcce,i‘pts' from the loan undon;mingsovar and

“ttove the amouzxt rsguﬁﬁd to meet working

expenses end the Loen c,\arbed shall be added
to tie ordinary Protecloratey revenue,and unab
this amount gnall te equally apportioned bmd
le[Foen increasing wopenliture on the one hand |
and reducing the gra.t-in-eid on tae oluer.

3. He also accepis their Lordships con’i-
tion ti;ah)if we ordingry revenue o. one yeecr

shoul? show & decremse below tuub of Ui precedin

'yur_)ule amount of sucu decrease chall te wmede /av’&(

wproout ol the net receiptvs_"ZéA the loan under-

Lvaxing;)so far as they w:’i‘ll zo, and wat-only th

belance, if w.y,tuereafter remaining siall be
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- applied lo increasing expenditure;/in' the malner
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‘ 2 ! /g 2 I have lae honour Lo Lror

to you, for your inforvation, wita referu ce
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a cop. of furtuer correspou ence fwith bhe

b: J.Aoderson .,
ri sacas. i

Treasury relating to the loan of £250,000
darcourt .

to be malefrom Inperial funis to t.\'negév-

ernment of tue Eash.Africa Protecorate.
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