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A. Rengwals.

As I anticipated when “a return o the’
charge” was foreshadowed this despatch misses;
the bus . It really ignores the determma.ng
factor, i.e. the liability m.respect of the oapxtai:‘
cost of the' originé.l railway. Apart fram this,‘
there is, I think, no doubt that the proposal of -
2% for 10 years would have been agroed Lo, even ﬁf
the Treasury,ds justified on the nerits,

The posltmn is fully set out at the-end ox’
SebeS

pa.ragmph 2 of the letter to the Traasuxy of ZBt.h
January, a copy of which Was sent to the H.G;.

to try to argue.further with the Treasury and ?

“the H, Or. should now be t6ld definitely that the

arrangemont agreed with the Treasury must be re

“as definite -and that provision at 24% must b

in 1932 and 1933 and thereafter in ‘the u.hsenoa :
further nrra.ngement at the- full life ra.t.e..the uhort
pronamn in bhamenrn also being made good
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Thara are two posui‘nle ways or cr la.til

aside out of ‘earned profita of working each
year such sum as those profite will bear -
and, if timre is no woz:king profit in a given
year, letting that year g0 by- \vithout mn.king
eny ccntribution to the Renewals Fund. Thu...
7 fwae\hae "the very serious defact thn.t ‘che

« proviaion madetfor Banema.ls depande not on 2

b

the amount_vmich'the renewal» will in duo P

A;the e.mount o‘r t‘he ca.lculatod nnnusl L eyrp— o
ciutian of the wasting uuneta which vill in
due course have to be renewed.
only spund method; nnd it ie the one \mich
has been agreed upon for the Kexwa and Ugnnda

Railways and-Harbqusn Departnent. a Thst !

veing so, the fact. that there iei® lann on; o
the working of j,he 'Departmant duxing f' giverx L

yeéar after transferring the prap 1 nnnun],

contribution to the Eenemla "Fund‘ isno" g
ground for not making in the beokn the "un f

)
anmual contrivution to thnt “Fund" (thus

reising.the "Fund" to. it)u proper ﬁgure)

a Ra.i.lway Renewa.ls Fu.nd. One 18 to uet G 9

Thiu ia tha [

i
: 1; .<I'br~would be almdst a6 improper to cover_up
q ' the deficit in that way ae it wowld be to do so
) - 1" * by reducing the amount of the liability .
’ "Bundry Creditors®. |
I_therefore agree with Mr.Skevington's
view, and I se6 no technical difficulty in
carrying it out. In 1930 there was a loes of

£83,000 0dd, which was met from the Reserve

Aocount"' - quite properly because that was the

i .ﬂ& '789.

"be cha.rged fo o Deficit A
Fromrthe 1930 Bolance:Sheat yourwill
' soe’ that’ the liubuities for Benémls and

iBottcment and Rasexryve werc covered. hy cunh

: -?"balmceg (inoluding in that term the Department's
i'\bnlanca in the Joint Colonial Fund). so I do

| SRy «""vnot t.hmk th.nt a coeh chortage shotid occur
L : o yet aynhile.

‘ ‘ I should be glad if these filea could

-1.15697/ ... /ba returned to me when action is comploted,
113250 Oo, 29 T
Y as thore is a good deal in thes of which we

“X,.1723) 51.
. ~ought o have a note and this is the first

wo_have coen of them.

: Q”'/' . : ol

Pirector of Colontsl:fudtt.

Engpeeri
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TREASURY - - o e : S16thr october, 1931
Agres to realised deficit for 1931, so.far

as &t cannot be'mét'rrom.the'aeuerve“rnnd;’being=a.

carried to the palance shest as: & deficit, and’

to similer treatmont of the.realimed deficit,if

any, for 1932, provision-for Renewals yund .

Contribution &t 244 should be made in 1932 ystimatos .

T ,ovod-) i

A %57“‘94“:“ﬁ'°““7+°’rq fa ?&‘4ﬁﬁi-
CDeA. hemft

Fol

i
o i
15 getting onm, I think 1% would be

?

vust to tslegraph full

e
7 a8 in the alternative ke
L. T opus up for consen. The- arrANGS-

zen' ed should ba.approved.

mant 4t ls now SUEE j}
%
i

.onditions at & &b the end

ret tpoluces “hu &
o i
08 pur.o of No.5, uo’ it would, therefore, not |
i
Leem ecuesery O refer “o thes specificelly.

!
Lropose is approved, {t would}™ ~ -

o Lelugres 1

on gego Leleduhry 1o send the correspondence \i
*
L)
|

ien the Treesuary. 1s the offieigl corres-

it might leeve an A

oncel

el e LLOIR were sent,

LFREBL VN cnat 1f wes some airference of opinion

between the “vloniel orffce ond the ’i‘reﬁgury, :

in foot, there wag nond i

wheread,
m,is £ile ond the"otﬁei"fﬁs)‘i

B it i

in t)ii wargina
R ty

v,

-

ik
te by the T.Ce44

24 l0D L

zi; Lﬁf c?Z;f* oy W7 :; 4‘;,4) - x*é/fj/f; o

/D /o /46;-47‘— Z—%, 7‘ 3///4?/26 0Ct 1931

.- In view 8f the important. decdsion

L of . -decdsion co
irﬁ,elj‘g;ias‘gxggztlges_financial position één;rgliﬁg

Transp Services, solicits considetat
o7 Xhe 'prqblgm, wit‘nra‘,_vie‘w to findi:g' gé‘géion
meaz;i wheteby the financial. burden:-now féstivg
. ;z; th: mﬁﬂi‘:é:iyihm_ay be ensed.. ~Can -enly suégést
: 1 e conversion of E
6 per cent Stack, 1946-56, the £5,000,000

ft;,_ F%vA*

/{E’:M%M"?m‘”wu.x-g/. J{{ﬁ%

" TERPIN : 27 x-3
N W e '

H,Cr. Tor Transport Conf, 30th September’

\Aﬂ[%A Vit 2;}/%;%4_ ﬂKAu4a44v¢1Aé¢%
syt b s ,/Mf, ?O] L
/{ B B forcd b 2.CA ~sc bl [}
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| REGEIVEL
:l‘o!nphonoNo VIOTOBJA \234 ’ 1 7OCT 1931
Any 'l;zply to this letter :hou.ld be udd:‘@zd:tb—l_ .
Tan SECRETABY, J—
TREASURY,

WmTEH.ALL. Lowpox, 8.W.1,
and the following number quoted

5.32902/05/7.

sty,

that the deflcit in res:pect ‘qf- the, I{a.i. \laya‘ el

the present year will amount to £&05 ao

L - gafiolt in the neighbourhood of sloo oo

‘finéurred in tue year 193&. they agree that “the Governme t
of Lenys and Ugande snould not be called upon at {this stage

- to ﬂma}:‘e good tne asPicits, but 1t picnt become, necessary

' . later<;

e’ Ungl 'ecre’cary of ata‘ue,
B colonial office.




-

to grovide sssistunse 1T the

iater foi b=l- 2 seoveraments
tae Pranspory " administra-

defich L3 B ::);orpage of cudh 1o

‘tioz.

4 Lordshl;e aote with .su..,isi’aotion tha extent to

cavhngs Lave been ef*‘ocf-redl on tho “'pandit.ure ?,cstmutes,

s thmb vhe replised defloit: Por the ¥ ar 19%1
J

s¢ Tar on LY ;x.xnnq: Be met Lrom tuu Reser’ve Fund Ue

A . e Bulance gheet d4s d‘oi‘i’cn. K Phas oourse
defloit

seiy epinfen, bo grefuruble to dsduoting the .w o
p1ethe quc\,e.l.a Fund. ou t»re U.Iiull.ib .,u.ld.iué

Siow dujwact O3
ive daﬁ.ci‘c

P e

oo e

o opoesill L_*.éuns ¢ Teduciar the yromuo.

Lostinue Wb u;'.i‘lorad, uy Lords w11l be propured T.o agres

R L .
Lrgy Lt Hegll ERR it rouliued gfiodt, 1T any e dor the T
13.L. Drovinos o agaey Faol ComtTilusien wt el .
-
chodald ue tETees EEERE P timaty
4 -
i, bT,
Lar owbuoiant sesvainty













.

It would then be olear to the lcwal planters that thez‘e —

existed a defieit on- past workmg W‘hich would. have to be )

u

4

made good out of profits before any queaticn qould ar:hsa .

be afforded. o k

to bring homq

reducing the proepaative deﬁ.oits oontinue 0 be e{plore@‘

we shall have nothing to say. I S

\'le should not wish to question the view 'bhat the

Governments of Xenya snd Uganda should not- at this stage be

called upon to meet the deficits, It would be preferable

- that -the Transport Administration should ba regarded as a

out of future profits. It may, however, happen, especially

it the depression continues much longer, that the accumulated § /

daﬁcms will produce a shortage of dash and that the two

Governmenta will be bound to come 10 ‘the rescue.

! Beﬂore we reply officially I should be glad to

. 1imbw; whethe: you. Bee any Berioge objeatibn 40 th
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X Sir c. Bollo"tley

IMPORTANT,

- sir ] Shut)\bulgh. }
‘SuGGnndld.
e i»ParIy US ofS. o E . Sir. o . ’
" Seerelary of Skae. S N with reference to paré.gmgh’ i
S ) (No.ls of .- ;7:.9,!‘ the letter from this Department-
CDRAFT. - Ggdro/m) T o
THE szcmmv. . " of ‘the 26th of Jenuary, I e directed

REASURY REPIC
T R‘y} - by ¥r. Secretary Thomas to transmit’.

“to you, to be leid before the Lorda

" Commiseioners of the Tressury, the ~

accompanying oopy of & despatch {
" from the High Coxr.'niunoner for Trnm:port
Kenya and Uganda, witn regurd to

the financianl position of the Kenya - - :

and-Ugande Bailwaye ond Harbours. i

2. It will be seecn,that, on-the

T imaia of coﬁtrlbutions to the Raaov;aln

N

Fund at."the rate of 2} par cont it is




Renewals Fund Thelr Lordsh pa

mll recollect. that i

n ahould b

Pznewa.ln g‘und to:meet. any emerge cy

_” for w'mch the funds in reaerve are =

.

ineufficient.
2. The Secratery of Bf.qte dorioura -
ir tne view of the .Higx'Couiiﬁéﬁoner

tnnt, naving regmrd ’w tha fmanciu.l

poelts fomof tne Govermmnta of Kenya ':-“ :
and Ugende, it ia out of the question

‘w ca.ll upon tncs. Govermmnta to‘meat”

-,

i







deficitin thet Year:

s ¢

¥ o

y and 1imited to! the amouit of




HiaH nuuulnmonnn
FOR THAH!PORT

N;.-——-- 5/ .

P 9,;51
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; 18.16. down by your. predecassor, the shertage at the t:l.me
; :Eomrdeﬁ that deapm;oh being eatimated a.t batween

OrFice oF THE HIaH COMMISSIONER FOR TRANSPORT,
GOVERNMENT HoOUSE,

NAIRGBI,

=~ KENYA.

"RECEIVED
17SEP1931 |
SoL OFFIOK|

A/‘?c Septenber, 1931

Sir,

e

In paregreph 7 of my despatch Transport ¥o. 126
of the 28th of July, 1931, I indicated the probability

PRI

thet the financial results of working the Transport
S'erviéea for the- 'yea:r.' 1931 would not admit of the

£100, ooo and mo,ooo. e
‘}'a.

I ha‘urﬂf B&&:Ln had am Opportunity of e‘xam;lning

PR T

i A fed
B Ra.ilvlay Revemm e 2,000,000 gﬁ .
I

Railway Working mzpenumre- EE

- Orainaipy: Working £ i
.. Expenditure 1,269,801 16

. -Gomtyibutions to i
Ronewals  Pind il

: on bagis 307,860 1,577,661 i,g
3

- Estimated. :Balanc.e available to meet bRy
Ima.n Tund Chaiges 422,339 3

Loan Fund Charges: 609,368

' Less Miscellanoous Re- '
ceipts Net, Revemia™ Account 26,000 584,368

_j . Leaving. e 1 :



Teaving u‘ésﬁ@tiﬂ 'Igﬁs in respact
of th{qunn'.ilwgy_s_»-qtv.-._...\.. ssssscssnens
“@p the foregoing has to be aldsd the
loss on-the Port which lg now

entimatod abocscsscrcrssssscccccrones

¥eking the loss for 1931, if thess
Eebimates are realisoldececcecssccecss 222,029

shere ig a balance in the Reserve
A0couNt Ofecvenrsscsscssssccscasscnves 16,790

g0 that the total estimated shortage ‘
in respect of the Railways and Harbours :
for the year 1931 18 NOWesceoeevsves.  £205,289

e

3s This estimated loss of £222,029 is based on the
Bailway Earnings reaching £8,000,000, an estimate which :
rosts largely ux;};n the Uganda ocotton orop prospects being :
go favourable shortly as to produse imports in :
anticipation of its disposal. Failure of that
anticipation may substantially inocreags the estimated

loss above theé/figure given. s
4, The estimated Working Expenditurs of £1,269,801
ropresenta a saving of £328,611 on the original estimate
and £ollows from the drastic oconomies that have already
" been ;ntrodg.ood..
6, T¥o courses Are open to the Administration for
the purposs of financing the actual 1931 loss:-

(a) to call upoﬁ the Governments of Kenya and i
Uganda to meot 1t; or '

{b) to witharaw the amount from the Renewals Fund.
In tho pregent tlxiahoial position of these territories
the first alternative is out of the guestiocn.

6. In ths oomn'lon.tion addressed by your
prodoéeub"r on the 28th Jamary, 1931, to the Seoretary
to the Tresgury (no.' 16250/30) an assurance was given to

~the Lorde Commissioners that their sanction would be
?nmud before any \roconrap was had :to the Roq&;&ln Fund
W B b’f&""”“"

i










- Permt. US. of §. -
Parly, US/of S.

R ".Sa'qd{zry ‘oj Stéfe.’

PR »

bt

"sir, ‘ -/

V_.tﬁﬁa;,»rece_ipt of your confidential despétbh _

g oi’ the llth May “tn which you dealt with.

g wﬁidh‘a copy .was enélo'aed in my despatoh

Downing Street,

<l 7 July, 1931.

(.

I have the honour to acknowledge

1B ruuy aet out 1n. W tha

4
letter to the \fl"reqsury of the 28th January,

Ho.1570F thé Gth Februﬂ)-}.ub }\LLH-N:’

m tho liability for the repnymont of

»(’J—J#»—'z'u)»-\:-tw oy

T o e

G i SR RN ey




hem must. :tharafore ba re-

ovision MW

eccordingly be made gt the rate of 2%

N e XIS
‘per cent in 1932 andLlQ‘si, and/in the

‘,g.gru‘ee,d with t

) garded ss definite}
& ) E’

basence of any further arrangement,

tiaomorries ol tne full niife" rate -

} athe short provision in the earlier years

dl:qp ‘being mede good.

o
gqu.ph 8 of yogr

<1 ?ota frfm para

e despatcb that you e'ue no immedia.te pros-

-

acing 1’.200,000 n year to reserve, ‘

“pect of pl

.ap well &8 24 per ocent 10 renewals. 1B

the agreemenl reached with the Treasury,

it was mﬁﬂ‘ thet.no 885Urence

howgver,
T ~
could be given that the sum of” £600,000

sd by the end

DwX

sotuslly be accumplnt

would
J.C, o~ Y, P2

¢ 1534, snd tbe
Jk)b-&

; given for the Reaarve Pund to ba \raﬁad

rnpidly 88 oi_rcumtanccu T

40 that figure as







ditfonal loan. expendi{ure :

and Thiks-Donyo Sabuk H




"~ that effect is given to the':vag‘reéi‘nex{t_,
_mith the Treasury regerding 6 remevals

; twsd=, K ‘
“and raeervﬁlﬁ;&/t‘hat'fresh capital

- .expenditure (which includes the expenditufe

in question} will he deferred as far &s

R .

 possible until the treffio outlook

“improves.

«(.% In paregraph 10. of yoir despatoh, _

you expressed the hope that repsyment of

"the cost of the originel Uganda-.Rellway hae

s npt been accepted as a definite 1iability

- ageinst eitner the Prendpott Administration
: w&%mo
“‘or the Governmentsof KenyaL Although ee=

‘ repeyment if wes, on the other hand,

i

‘Hous

¢ of"Coiiiolie -on the bth Augus




Toatn ¥eU ’ub.
gt T

TrtLe.

GJ“&M!OR

mi ,Af:.w Gt
8IR JOSLTIL

ol 1

U'l s, K.-u.l.u. .l' 1)
ﬂtk.

o3, o, 130,

ucu*-







rolus walay £eg ot‘ the (‘olony, and

(b) the umd’iai‘m t¢ B¢ made 'for Renewals and REserve
1. Lh ueepants of the Kenyu :u Uganan f'uxl.vuys
a 4 Harboura,

I heive: uddrbssed-you segurute_\v on these muiters m e h

(a‘)‘m‘yﬁzz\enyu‘ conf iu_ent;a);,‘desputcn ci' the 7[1 \iu Ch, mui

(b) iy Prinegort despaten Wo. dub of the 75& Haveh.

Unig ¢ghY B sach of fhese degpotehoe is enclossd For
j e -

A IR 0 Rt SRR

"’i’u_ixmc:"'v’c'oﬁ'gitione referted to in puru:-:-iipﬁs. 1
Tpéasuny luttep of the 2ith Februury:
(J‘ thnt unti1l the revenae aunloa:;

\
& Uolon ] g’.)riemmcnt wili




Prov;a on fox' ths, third

ran Ko, ad of the
"_ '501:"1 Janiary dnd ay commentiu" des.m’oc’n of the dth

I‘ebx'ua:‘y M J(u’.)"e confidentml dusyutf’h No 17

:.v'i‘:t 7ou o the subject i uve: cours )

K "L‘he-x’anaininb item exc,luued from tht. ﬁ"ogﬁﬁ;nm'e

-.ubni’ﬁ,cd by Sir sdwara urigg is the sum of 50, OOu in

£ dairobi town plannmb‘ In this connectian,

jg.r Jou to peragraph 10 A(n)— of the letter to

the ’Lreusury nf thc, 26th August 1980, a couy of which

m,cwm,nnied ny cenf mrﬂt 131 des Lmtch- of the. 9th Se;;i:_g&x’tzex',
b . o -
1930; X shall be glag to vecdive in Jue course an -

estizute of the 11 a?JiJ.itlL‘S ultmately *nyolveu 1‘n thia_

Bcu NG

[She I heve also to invite.your atfantion to the




. !e.n/u u«-o g H

i D

\O ratd

A ""\S‘l.,‘\ :

“four post obwaiénz, Y .

3 ““’“‘F‘lﬁf'éul“lun;, vk
(Signed) PASSFIELD. ' \g




MR."’VWE]').GWOQD (Newcastle-under-Lyme):

to adk the'Under Secretary of State for the Colonies,

with refere‘ncé to fhe Uganda Rei lway‘Government strip, :
whether these lands-are in the posifi on of 8 security

for the iﬂonéy'adva.nced by the Imprial Government to

emdsd that the 4uestxu vl reoaymsnt=




MR, HAROLD GOX (Preston); To ask the Under

Secretary of State fur the Colonies what is the
indebtedness of .j;hs Uganda Bail;r:ay on account. of the.

Hove r:the paﬁﬁiéiits of
".i)rvi_qu{peg and- mte‘réét ’, dbn‘rﬂévctioa with these
annuxtlas haa been drunn from tln ruxlway [1 no part
ci ‘the prim.lpal suws had beezi pmd ofi, and the- mterest

cen ullowed tu 4auouxnulate, the adulhonul debt in




-
N o
R ¢
e
- .

present‘no prospect of meetmg the’ charges on thé deb"t“

o




AL ATIITLT :
I beg to ssk the '

I.LR.’FELL (Great Yamouth)
T the Golomes if the

112 to be paid to the
r the Ugands Railway will
til the debt for the

~Under—8ecretary of Atate fo
instalmeat of enmuity of £3Ld,
" Hat fonal De‘pt Comuissiopers 10
be puyublein inll each year un

construction”ot. that railwyy is extiaguished,
t of any aanual

or will

the annuity be reduced by, the amoun
. 'the railwey} . and to

.5.2; profits which may be earned by

=5; whom will the railmay belong phen the debt is paid oil.
-y VA, CHURGHLLL: The snauity will be payuble in -
‘\\ full for the present us it \15 congidered that the :
~\§?\ . interests both oi the Lr 1t1‘§x taxpayer ami i the sust \:
\g . : nxrlcdq and Ugenda Protecturates will ue batter served
R < EEESReEplyiag the uumml proiits to the developuent nad

ruilway with 8 view to increusing still

e*tensmn ol the ¥
o1 the present

furt}xer “tha progits: ,f,isnved froa it.
*ha ruiimay will balong to

4, Ll

ai rangwe nts are cpnti nued,

the fnporral Gov»:rn...ent when the ddbt is paid off. :

,ﬂ
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Aol o [b25¥3; aespatoh TRANSPORT

HIGH COMMIBDIONCR OFrrios OF THE HiaH Commis
BGovERNMENT HOUSE,

FOR TRANSPORT.

No. ___EQ_NF.Q%I_‘EI' * NaIroBi,
Kenya.
® HE wey 1921.
My Lord,

I have the honour to refor to Your Tordship's,

Ho.24 of the 9th of Mareh, 1931, on ‘the

‘gubject of the provision to be made for renewals and .

gerves in the accounts of this Administretion.

rel
Hefore the arrival of this despatch, T bad

2¢
Railwey Advisory Council the terms of
» AT Ho.15 dasted 5th Februery

commniocated to the
Your Torgship's despatch TRANSPO

on the same subject, and glso a memgraniu
Manager dated 31st March which dealt with the * =

S R
or wepawalE and reserv'a_s\- a.?.u@ ..

q,uestiqﬁ of the provision £
Génepel, Fammondts Ystber dgfed 10th Noveniver,
anere o
vhich was forwarded with Your Lordehip's

&aapp.'{;‘u‘, A cop&‘ of this memo’:’:arxh*m by the General

iandger is enclosed.

The Reilway Council &t their meeting on the

8th April, after a congideration of these papers and &

subject, passed the following minute :

disoueaion of the

ngouncil noted from the corresponience placed
before it that the Secretary of State proposes
_ %o tssue instructions that the contribution to
Renewals Fund shell be at the rata of 23%, with
. the poselbility of increase to 3% at a later
<1 date, while at the same time the-Reserve Account
. is to be inoreased %o £600,000.

F‘_Oouncil' desires to re-affirm 1ts resolution
(4). embodied in Minute 520 of the meeting of
Coundil held on April 281:!1/29th,19:50. which

reads as follows -
tThet in the opinion of Council, based upon

S10NER FOR TRANSRORT,

m to me by the TeE—

oy s e

2 i,

o i

e

T s
Tobraw D (0

) tthe report of the Departmental Committee and

. Ythe Goderal Managex's memorandum, dated 29th
. Yareh.esees

- iR BIGHT HONOURABLE }
= TORD-FASSFIELD, e
o SEOIETARY OF STATE FOR THE COLONIES,
“-TPOFNING STREET, S

ad e

x



a.d.d. esgod -to the-High .
5r- Trannport, and - sub:]act
57 henoe, & oase has

3 or She retention of the

ributi “the ‘Renewals Fand on

+:depreciation of wasting: ngsets, .
ard ;_‘bhe Railvay; and that, as

reoonmended by the:General ma.nager an
adjustment shonld be mafle in the Estinates
£or.1930. by transferring the sum of
" - 256,594 to, tho oredit of the Intereat
Reserve Fund.®

- ' “cov.neil hopss “that the High Commissilon
willZconsent to address furthel ‘representations
. to0 the: Secreta.ry of State in-thHis matber and :
thet Hig Bxeellency will transmit to the
" Seoretary of. Stete the memorandam ;n,repared. by
the” Genexal Maneger replying in detail to the
argumenta -advanced by General Hammond.

Ba 'I peve approved of this minute a.ml forwartl it %o '

. o4, by 'bhe 'h'ene ail. mma.ger.

]

- .caramlly and on the advice which

‘n’- the short’: provision :tor the yggrs

1951 53_ Wil a.lso ‘heve to ‘be maﬂ.e good, is too high for an

" vhen Sinking Funﬂ. is alao being paid.: and other reserves built
up. It a.ppeara ‘to me that such a oontri'bntion vhich would
make provlﬂion for more renewal sxpenditure the,n will be ’
'_required as :Ls shevm in the figures givan in the GeneTal
M’anager's memora.ndum, ilght be desirable if these territori,ea
wera mlly eveloped. ghd ‘enjoying prosperous years, but in -
existing ej.z-’ T s‘bé&ues will penalise the present geueration

. l~u

too heavily. In my opinion a less contributi.on ig.in

Dregent olrourstances adequate and the whole situation ocould  §
be’ reviewed aga.in in, say, 10 years' when the position in
' these territories. will ha.ve Yeen s't;a‘biliaed.. ’
\i ‘bime the \miversal economio

local 1f£icu;tiqs » 4




: ma.tion a8 :I.s a.vaile.ble

e

u.'t; prasen‘b in no worse

many others 1n this respeot. Ir, at euch a

time, notwithstanﬂ.ing ‘the- fact that provision for Sinlc:l.ns
E\md i8 made, ‘oontributions on a full 1ife basis of assels
have to be paid to the Renewals Fund, although they will .
naver a.ll be 're'qxiired for’ this pﬁ.rpose, vhile in- ad :

rate of contribution to the Reserve Auaount is %o 'be at a
high ra#e, the standard of ma:l.ntena.nce will- be red.uoea. sines
..the necessary money will mot-be availab],e to mainbain it.
‘J:hat. ig to Bay, assets will deterioratie more rapid;y ‘than
» “they should do and thus make inareased demands on Renevisls

TP

5. I am informed that \ne"ighér $he Nigerian Rallways

nor thé Sﬁ;@aﬁ'ﬂ;ﬂwwﬂ contribute to Renewals Funds at & 3%
rate. a.nd_at the éame time provide for Sirking Iﬁmd.a a:nd ’

~ build up., thair Resorve Tund to an amount proportionate to

-

while I observe from General- Hammond's last report
on the Ta.ngawilm Railwe,ya that no anewal thd. thare has yet
i been ¢ Bﬁarted and that ‘bhqugh he racommenas the formation of
Vsuch a.'mnd. by oontribu.tions on a life basis for assets,

- that. Fu.nd. will pay- s.tnld.ng Ts‘uml charges.™ It is presumed
tEat. full pontributions to Renewals Fund aud Sinking Fund in

K

" adaition to large conbributions to Reserve Funds have not
been made by these !ié.ilways in the past owiné to the
d.i:t‘ficulty of making tha nacessary. provision in their anmual
‘budgets- at & time when both the railways and the territoriea

" gerved by them were developin_g, although dur:Lng this period
there was no general financial depression, and not because

G-eneral Hammond has caloula.'bed. bat ‘their reguireme: s for




attem_pts are likely to be mad.e to raid that portion of this

Fund referred to by the General Manager as Surplus Renewals
Fu.na in %time of ahortage of money. Whether reserve T B

less likely to suffer from attampted raida 1f inclnde in a
Reserve Lpoount as 18 the opinion of the,Genera.l'l!ana.ger, I
am unable to say, tut I agree with the Goneral Manager in

.. thinking that the Reaerve Fand should be built up more
miuy Provision could be made for prbtacting contr:l.but-
“iona to this Fund by an arrangement that a certain sum, say -
£60,000, should be required %o be paid in ammally, eved hy ~ -
bad years, as a first charge affer interest chavges and
Benowals Fund oontributions until s certain minimum hag been -
reached, ana further, that when in good years a surplus

reveme obtained this could be oredited to the reserve acgount
or Renewals Fund in an agreed proportion. )

T It ,w:l.llrhe noted that the General.l{anagqr does not
now wish to ﬁréss his origingl suggeetion that rolling stock
might be purchased out of Surplus Renewals balanoe: In )
conneotion with this, I invite attention ;o the fact that even

- 1f this arrangement wore made it would not allow the Gene;al

Mger to inocur capital 1liebility without reférence to
higher authority, as statsd by General Hammond. THe Order in
caunoil dofines the powers of the High Commissioner in respect

of railwny and harbour -works and services and; the Gonvral

Manager's powsrs in this respeot have been lald down by the
Hig,h Ooﬁmisaionar. In all oa.aea, the General Hansger's.
demandn :for new rolling atock nnd. raoommendations for e

alloa’tioua of uoat ror tmhh stouk wonld. be submit'bed tor the




. 8.* I note the cond.i'hione on:whlch 1;
tha Iaords ‘Gommimsioners of the 31!

e.d.dit:l.onal loan axpenlliture on Transport Services has = been

asagury of the ;propcsed

given, and make the :following renmrks on the positions of the
Renewals Fund and Reserve .l.ocou.nt. As stated in para.l2 of
ny despatoh No.57 of the 31st March, 1931, the sum of
266,594 was not tranaferred from the Renewals Fund to the

Reserve Acoount in the 1930 Account: the Renewals mﬂ.a&

therefore, was oredited with a 2}% contribution last yes.i- and
arrangements are now being made, ;Ln accordance with the terms
o:t Your Lordship's despa.tch, to eredit it with 2175 this year.
’ The Reserve Account as shown in my dsspatoh Ho.
57 dated 3lst March, at ‘the 31st December last containea. the .
sum of £16,790 and under the revised Bstimates for 1931 now
being worked to, and ellowing & 2&‘,.’7 provision for contmt-
ion to the Renewals Fund, & gum (1:! $he revised Estimates
provu’rrto ve acocurate) or upproxi.mate]y £40, 000 onl 1111 bc;
avé.ila,‘ble for the Reaorve Aocou,nt, ma¥ing a totnl\o'.c'
: and.- of this year. It is

£5e;7’90 iy this acoount wbttna

oontribution to Renewals Fund of plaoing the sum. of approxi-
nmately £200,000 a year during each of tho next three years to
tho ‘Reserve Account, so as to build up that account to
£600,000 by that year.

) D ) T undorstand from Your Lordship's despatch,
""‘ﬂ,‘cb'nﬁcbnual (3) of the 9th March 1931, to the Governor of
Kazwa, that notwithstanding the. faot that the Treasury
‘oonditioxm as regards the Renamnn Fund and the - Rsnerva
WAooount ars not likely to bte fulfilled by 1934, that the
additional loan expend.iture which has boen recommended for: .




k-1 v:l.ew to ascortaining whether the existing praaent
depreasion has in any way changed their vlews as to the need
‘for- the construetion of these lines and as to whether the
Administration should still agree to construct without a

éiarantee. I am, however, not olear as to whether the other

transport emendi‘!mre recommended is sanctioned in vie
fact that the Tree.sury's oonﬂibiona will probably not be imple-
mented in- full and ahould be glad Yo be informed as to what the
position is. : : .

- 207 . I de not at present wish to diacuss the case of the
liability in reapeot of the cogt of the original Ugend.a Railwa.y,
but, with referenoe to the eorrespondence :Eorwarded with Your )
Lordsniﬁ's ‘congi asspaton TEANSPORT, mm—uc-mm. dated

) 174n .nmf : i

‘ Nn L o J5bgy)

commons a8’
“No rapayment has been made Yy British East .A.friee. in respegt
of these advanoea (original cost of Uganda Ra.ilway), and no
such repayment is contemplated. under the Acts.' A stg.tement
whieh -Appears to su,,pport the view held looal:l.y’ . ‘

=




GEN"‘RAL VANAGER 1S OI""ICE N
NAIROBI

e
3\% Maroh, 1951,

(5] . THE HIGH GOMMISSION.R TOR TRANSPORT. , :
PROVISION 7oR _RENZWALS:

e
the. Secreta:rv o._l State, No. 15, "datgd

Despatoh-from
g : Febru

.. 19 T

Tt is noted from the, enolosure.; to the’ a‘bbve

despatch that. prior to reference o) Genoral Hammond Ahe,

e

2,

13th October, 1930, the aecraturj of State states, in
connoction with the relation of Sinking "‘u:nd to Aincwals,
that loans bavo to bo repald by rixad datos and tho Aundn
rcquirod to’ ropey thoum must be evailable unless Governnent
18 presarcd to take tha undosirablc risk ol buing ablc to

raisc fresh loans sovering tho ropeynmint et thos. “dat L8,

+

3 ; ;Tbia appiars to heve b.ozn wvrit on undor a

misopprchension, Th. SmrmL Tund provid.d in resscot of
ecrtain o our loecns will net b. aullicizant
redemption 1n Tull, a5 is shown by th. »

te covir

Tollowing stut' ount ;-




CTMATE BALANCE REQUIRED

LOAN TRANSPORT LATEST ESTIMATER. .
PROPCRTION DATE OF ACCUMULATED FOR REDEMPTION
REDEMPTION | SINVKING FUND
D Co AT LATEST RATILWAYS HARBOURS TOTAL
DATE OF
REDEMPTION
£ £ 2 2 £
25,000,000 4,245,586 15.9.1956 | 3,868,083 252,192 126,111 377,308
“{1921) .
z&tooo,?bo 5 000,000 ...158,1.,1958 | 2,583,555 2,141,568 274,877 | 2,416,445
1927 R -
25(500.?00 $840,331 |- 1.6.1950 g38,994 1,505,040 496,297 | 2,001,337
1928

=7




t:usmption was’ not lost o

ur’cber oans to comple»te T

sight aof by thc 4 nancial udvissrs +to the' Secrm‘;arv of
statc at the time the ':orc@oing ‘werz Tloatcd and short

@ torm loans worc dcoidcd upon: 4in the hove and cxpectation
would bo nossi‘olc

thet whon the timc for redcmption arrivoc it :
blo. Lormse This was

to obtain 1”uruh‘.r loans on morc lavour
ccrtoinly the position as it was 1mdursﬁ6‘6ﬁcally. Provi- :
sion Tfor tlic rcdcmntion of cepital at thr usual ratc of »Onc

per cent per ennum is suvstahtial and rcasonable. No _hi{,hcr
ratc. could be contcmplated in normal eircumstonocs, although

thc 121 Loan cllowed for c Sinking Fumd ot 1,3 por cont; ) on
the othcr hond, no suggestion hos cver bicn made ‘Hh’y;‘%

Sinking Funds preseribcd by Loans Ordinmccs should be intcrs '
forcd with in ony woy whetavor. T
\

bovs Teble, it should be

Se In conncetion with thz o

-cxplaincd thot the figurcs differ consid robly fron thosc”

forwnrded by the Colomicl Oifice under r.h«' cnging "Ugonde

Reilwny Lorns®, ns tho letter -have doclt nith the 'Rrilwr.y
g ,ASS cre only, whilh the Tigurcs contkin\,cl in the rbovb Trbly

include of n\.ccssi‘by tho H"rbours’ hrr:. .

6. In prrrgraph 6 of his 1atter to Gunir-l Hemmond, ths
Scerltery of Stntc rcco;;nis\;_‘s thal éontri‘outionsA brscd on o

' : full "lli':c" brsis 1s cmincntly orihodox ~nd Tsrdve He ;.‘urtvhcf
recogniscs in the next two paragrophs thrt sﬁoh o systcm docs

in f?aet provide morc moncy thon is reguirud or "Rencwnls® ond sid ;\‘

thob 1t is dcfiniurly not to tho ~dventn B of tn country or

viur bur(Lns on the presint gen.ration

1 t m',. ntrin & souwnd IZinfneinl -




in fag

* ina flourishing ang 5y
: ggreé, therg vouidbdn’dﬁéhid +
fully ang that the' sosumul;

0sp
o

ation of ' vy‘iu‘hsép'vqs 1

. quits logitimita,

: 5 ,‘ ’ " ’ ‘V " . . N < : .
Qe " In Goneral Hemmongts Viry: chlc wemorendum, I fégi
thot this capoot o the metter hes not boan givenaue welght, -

In ordor to be. surc thnt ne Tincnoicl risks ore boing run; it
"PPCLTs niocssary 'fo rdcmons'trr:Atc mOre clorrly then né.sxadénx; in-
my Lirst z;xixnormduin thnt eontributions ont full

i in inet rcsulh'll: in ctillcoti;qg un&cr‘thc ticme "Rene
moncy thrt ia gre

T burvoss

J.ﬁ’c brsls.do

wels™ o sum of

~tly in cxedss or the Stmownt required Sop such




: ibut-ion on cocount of dcprcci‘.tion, :

s Brlr-.ncc“ -

Runcw‘ ls Fund

‘uld cr.rry a8, part o. its

m (.mount hr‘t uould mm.r ¢ cturllv

w4

30, 40,

b(, i uujrrd uihcc &3 thourn [ mz‘ <1in: i1l

om 1029 onv:rds, a

& trom 1g 35 tiie bl

P

jeun u‘l..m WL ,6o'i_~.tr1, 3
X che s ; '

be Tequire tQ‘

10. ‘10. 10. 10, 10.

e U s -M._...-..-. o e

50,. 70, 9N,110,130.150, -

Obviouslv ‘“huru 18 £50 in this fand th~t 1L never

hove to be 1~.n: ved

. ry pumod or" 8 yeurs )




g ohrrying out renerals. = This statement covars a p riod ol 465
b yeara ,md 11; 15 olaar that 11‘ it were carriad o 1n.inity, tha’

“result would be the samesj’ THe avoragc ratc of contribution

o 61i ‘4 ‘iiifo", ‘b‘izsi«s-o"' tho ssets shor’n would ‘be 2,7 pcr ocnt.

3 1hc1déhbo of. the 'Surplus Rangwals Balcnec! would’ cdxnit

oi’ 'x r;duct‘ion o; contr:lb tlons to the cxtant of 1",3 for 40
ycr‘.rs‘ L :

N

ot

I 't;rust the abdvc \;xnmpl =5 .‘111 clcarly dcmonstrr'tf

N

'!;
. It ahou..a xurthcr be nott.d thrt oncc this surpluu

:.;J..s B::l tnde hes ‘bezn vithdra arn, £l gg turth..r _Bur-

‘ _gluscs rcsultinﬁ Trom ront_rlbutions An Xeepsot ‘of ncy sescte

qontriautiomx munt bo.node on c Tull 142c Srsis,

18y Ths question now remeins rp to vhet woula we the

“surplus Rencuals Brlrnoc, proviacd by contributions on =

- Tull 1ire brais, in respeet or She

vhol: of our-*rrsting -
'*anta, a8 they stood ot Drecmhir Ast, 1928.

10, ] - The Dcpnrtr::n;i*.l Committcs plotted the bosition o

ths I"und'dﬁ:r ¢ piriod ol 100 yuers, .

: vorying "I.ivun" (tha longest 16 100 y- ers) ‘nd have b*:n

foquirsd ‘onso ::rny dif’ .r-nt drt ooth
: céﬁi,gt 298 tobles voulg B to by
o turs, e to ruo rtﬂin t‘rt b

Our casctn heve such

~t thc Dcprr qﬂntr.l .

~-“t.nd\.d through o3 sn=

*lt:no :711:11 cxaq;i;udc. At aomc :




Ited clear from the Departmental o1 mmi’ctee-'s

pages 37 to 45‘ oL ﬁhe Departmental
Commi‘btee's Report show thet contrl‘outions on & liZe. basis

would Sucadily 1ncrease the balance of the Renewals I‘und

=

e
-antil it reached £2 9651;1 733 in 1945-and that from that date

. onwards via. should heve a surplus ‘hk\mt would nevcr ;all below

.21 ;986 118 (in 1959) The low est balances occurring in
1on@ nerlods o ycars aftae that da‘bc are. £2, 539 ’780'in 1991 "
end £2,780; zsz in 2028, : e

22 . Thc 1owest balance 1n oach pcrlod .shows an increase

-3
as ccmparrs& with its prcucccssor. This is- mainly dug to tho

diminishing ef;.ect of arraars of dsprociation, In ‘chis
con.noction 3t is pointed out that the Dapartmontal Commt ttee
as tal@n advantagc of the "Surplus Rancwals Balanoe" in

making i‘bs recommandations, sincc it docs npt require as.cts

ontributc in respect of tho portion of their lif 6 that had

u.rchascd in




23. ot Enough however. hasg been sa.id to d.emonstrate tha.t,

i

on'a full life hasis, a sum-of more Fhan £2,000,000 will be
surplus to requirements so far as Renewals are concerned. I
trust the High Commissioner will have no difficulty in accept-
ng this fact.

24. It now remains to consider to wiat uses this surplugi.

renewals balance can legitimately be put, These may be su
merised as followa:- -
(a) To remain in ths Fund to balance actual
depreciation of fixed assets and so keep
o . the original capital in-tact,
(b} To provide working capital.

{c} To provide & "hidden" reserve.

(d) To6 meet cost of renewals due to obsolescence

(e} To provide a good balancc sheeﬁ"for the purpose
of raising loans. .

25 As pointed out in paragraph 7, if these territories
and the Transport Administra.tion were rich,” it would bc“lc‘g’iti'—
mato -to make viry goncrous provision for all the forsgoing, ™
c_ﬂ;en though such were much in excess of any probable require-
ments, Under the conditions that necessarily exist in ndew

and stmg_gl;lng countrieg, it would be a short-sighted policy to
saddle the present generation with more than i absolutely
neoessary to maintain a gound finaneial position. It is,
therefore, from this point of view that this question; has been
examined and on the conclusions 80 com¢ to that my recomonda-
tions were dbaged,

28, Examining each of the above "uses” to_which tha
Surplus Renewals Balanse can bé put with the object of redusing
the oontritution whore it can be dcmonstrated to be sound to do

80 in vicw of loeal conditions, the followin: may be stated:-




intaining the original capital
the:Renéwals Fund balance the -
i preciation of agsets id: of
to. a-private company; but for the reasons
already expleined in my memorvandum of March, 1930,
. 18 rot essentialigo.far as a Government Railway
y) is’ concerned; --(It'is, I think, unnecessary to
. elaborate this. point further, as it will be ‘
genérally:acéepted, )

{b) The amount; of working capital required in no
- times" 18- about £1,000,000, O0Ff this: sum £450,000
ig provided by "Working Capital Stores" and_e
minimum’of-nearly-£250,0¢0 rapidly increasihg
after 1933, would “be provided by the Renewals
Fund; if contributions were limited to E% {vide
- ‘Appéndix B, o which I refer later) leaving'a
- - maxitam of £500,000 b0 be provided by Beblerment
Fiind’ and ‘Reserve Account. In normal times.the

A " o
nereascs.

| Wil Ye maidedt ™
i it is known to b
gestion hag alread:
for some other

8 preeig
g&e5t that this
{ X an"be justi £i
~ the’:general reserve. = 1% is:%rue thabt.in The.e
R ing organisation the Gensral Managér Is:

buffer between the users of the Reil¥sy: who:
Rate reductions and the State which owns the
It is obvious for various recasons that, speaking
‘generally, the Railway Council and the High Commis-
Sioner must be influenccd by a strong desirc to ’
redince rates, .and that the curbing power’ fount in
Companics-where the Board of -Dirsciors,. boing undor a+
nocesgity to meet: the domands -of sharcholdcrs for
dividends strenuoysly oproscs. any moasurcs -involvin
thégiving up of rovemic, is ontirely absent, yoi
a neral Manager, with thet duty to P
8:cagior bo provent a raid whero
ished on some definitc bagip for &
d@ purposc, ith HeTC, 11002

N

v

exist: :




‘ f,gs; o There remains, however, the question of speoial

‘ of method Bﬂould not evolve in futura, Railway experianoe

. this scoren ‘

obsolesoenoe.d\w to new inventions of a dre.stie nature ,' :

“ While thera 15 no raason why suoh inventions and alterations

dovclopmunt. 'I.'ha equipment of the main 11no must of" oc'

' ) sity ba fa.r m\ore up-to-date than that of Branuhes and sinoe

main lina and branohes are both developing, it 1s found in~
practioa that there is a ready use on- branch lines for .
equipment whioh is no longsr up to main 1ine req rements,
29, .3 Thore is the further sai‘eguard that suuz

menta should justu‘y thamsclvos on their merits by onsuring
lower costs and’ improvod operattng rasults and that the issuo
,or ‘now napital, providod out of Loans or Bettarmont for such

purpoaun can bo: approvod :ror thosu roaaons.r Tho 1argo

clootrifica’ciom achcmoa ror oxampla, racontly adoptod by




g above g.rgumcnts

t gon Iia' hg‘rea‘d R :




n huve to fage the necsssity of in-

?l ns to the Renewals Fund until they

o a- lire bueis (‘ e,

1norousing he annuntl amount ‘by' £12 621




—

wh:!.oh san ion has beon’ aought.

37, The Secrotury of State oould, of course, ensure
that surpluses arising through relief from Loan charges

warc not mbrtgngod in rdvonoce for some purpose other thon

to most tho increascd 1iability for rencwals, even if there

wcre oany ineolination locally to do such a thing, & con

. goncy I camnot imogina,’

38, The orgument put forward that by the time existing
loans are rada‘emed there will probably be further ohargo:_a to
mee?’in rospoet of new .loans has no bearing on the point,

Sucﬁ loans would bo in rospect of new and incrcased servicos

ond the charge on-same could bo relieved by the Surplus

Ronov:als Bqlnhco of the new assets in the some ngy thot & wmomes
prosent Loan charges can be rolievod by the Surplus Renewals
Belenco of oxisting ussota. )

39, * Gonorol Hemmond'}iis drawn ettontion to the foot

that renewels during tho permd 1930-45 will be on o low

scale pnd-thet efter cm Wp’eriod Ronewals expenditure will ~
bo hoavier; thnt feet® 13 rooognised and hos beon dealt with

th the foregoing, ct no time during and aftor the first ‘ten
yocrs porlod would there be cny shortage of funds for the
purpose of rona\’mla.

40, In acturl fact, having regard to the prasent rote
of dovolopmont and tho probable rote of devolopment in tho
Tuture, tho rato of 2% is likely to suffice for a vary much

. 1ongcr»’pcriod. This 1s demonstretod by ¢ Tablo which hes

bocn propurod nnd o.ttnohed a8 Appcndix B, The Tiguros shown
1n 001ux=nn 1 to. 6 are besod on:tho Dopertmontal Committoc's
Roport .end ¢ Taduotion of comtributions to 2% on assots as
thay cxiutod on 31.12.28, throughout o period of 30 yoars,
Colurm 7 shows the gontributions vhich nould be prov:!dcd (at
tho rate 6:'21-) by now assots, clroudy arnotionud, or for

Colnmn 9 5hows nocumulntcd




The fact thot

o any reduction: §n tho - o_tnl'

biition




e ltmprod. It muld uppeur~unnisc nnd unsoumi to roduoo tho
%11 dt:rc} ‘of! maintonunoo utill mrthcr mninly to eoutrihuto
ghcr\acc_lo to n rtmd thnt vdll mxvor roquiro tho mqnoy

ror ronar:als pu‘rponuso

463’ A ncnorvo .Lonount aof £600 000 phould Provido
aurrioinnt tu.nds ror on: oxtondcd poriod of sovero dopression
:moh ag’ thn pronont, but, great care mst bo tn.kotx not to
doplcto auch roao:von by*aubsidica und‘grnntn ap- mm authariaod
1unt yom-. Ir nuautnnuu o: thqt nnturo mxat bo cllowod for, .
ia turﬂmr addltionnl roaorvo for such. o purposo mt bo. crocted,
"4_’1.' e It w1l vo noon, thorefore, that I enin’ rull _ngroos
mnt with anurnl Hrmcnd wlth rogv.rd to tho nocd tozg' ndcqunto
rusorvb&" J.n* ntc.tod by him, 1n prj.vnta Rnilqua ‘the Gonarnl
uamgn‘ m tho bm:king of tho Bonrd and thu uharaholdora ta







26 againgt Reverme renking‘—f 1mme¢11at oLy
the: ‘gervice of - Loax!

et a rurther contribubion; deyp
resul‘bs ahould be ‘mede whenever pnasi‘ble.

pr subsid.ies azﬂ aasiatance to indu t_riee is to:
“be provided., 8 spepisl Regerve. Accourt: (whie
“'might be called a Subsidy: ‘Account) -ghould:

opened for this purpose, which is an entirels

d.iﬁ’erent one. to that’ of the Reserve Acuoun

utilisa the fact tha.t we - do prmr:l.de n smki
E\mi in aﬂﬂ.it:l.on to- a Renewala I«‘unﬂ." It oaxn, . hawevar,‘
' gu.ed. aml fa so urguetl by many competen s

: a.d.d.i.bion.‘ ‘ f : Y
o 50‘»& s uy ;proposals d.o not go as far as thnt, partly

hoctmse the Sinking F\md oontrimtio‘n 19 not surﬁoient to

tundn for rcnewal purpoaea, mking sunhn 'e’ourae \mdae:lr-«

able. I only refer to this point to amph%iewtha agla
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