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. ™1 4n fhe course of time"any olstm 1o uﬁ by
I ) HoM.G. in rupont of the cost of the donstruction of
| i nhi Bnnwx.u will not be & claim of the Railway -

: i retention of the zone land by the Colon-
’ | dal “ﬁ. would be one of several factors in the ;
settlement."

- See minutes on 38061/36 Kenya.
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2. GOV.KEBYA... oo
Tws. copy of & memo
on sub’2ct of the
the Uganda(nom Kenye and Ugsn

thereon @nquiri 5 @m ! ¢ :
e Treasury thet "the liebility for the repayment
£ %0 H.M: Government of the sum originally expended
2. LIGH GOMIi.FOR TRANSEORT. .. GONFes .. s . . 8 on the Ugande Railway is definitely recognised",
States that he euiirely concurs im the ] .
memorandum drawn up by the Tressurer of the Colon

in consuitation with orficers of the Kenye Admn. |
(Forwarded 1n”No.2)

it seems that we shall have to make the best
bargain possible. At the same time we must take

.
up with t_he Treasury the omtstapding queetion of the

¥hen we approached the Treasury at the proper contribution to be made to the Railway
end of last year in r‘égard to 8ir Alan Pim's Renewals Fund, viz:-
recommendation that Kenya might be allowed to (a) e contribution on a proper life baeis,
borrow up to £100,000 annually to balance ' %4 the cost divided by the life of the
future budgets, it was considered impracticable wasting assets, which according to the figure
to raise with the Treasury the guestion of the accepted by the Treasury is 3-11% of the value

1isbility for the original cost of the Uganda of the wasting assets; Ro High Commre for

Railway. The Gavernor was told in the = ‘Transpert tonsiders that the sclentifie
t }
Secretary of State's dgespatch No-978 of the, . ... | N =t -computation on the life basis should be 2.81%;
- | 7th of December, "You will rotice tha¥ the : - - " or B
) ">“, . \ o - 7 . e - - -
finance of the Kenya-Uganda Rgilway has not - -+ = (b) a continuation of the ~contributien.of
. . - -~ - . P L p— ) o
B rbeen discgssed- As you know, the whole i Y . 7 - 23% “of the capital cost of the wasting assets, .
- © ° == question of the Railway, including the lisbility - . " o» - )
- . 3 o - - "4 - - “ - oy = - -
o for its original cost, is gue for discusion = - (c)=a contribution of 2% of the capital
= in the year 1938, and it seemed to me 0 Y ) "-' - = cost of the V_aptrx;g ansiin: -

+ matters more difficult, and complicate v = ' ok il ) -

e meke matt ’ omp_lcate s . (¢), of course, is what the High Commr. for
4 . - "1"F' . = N -

the issue, byv attempting to secure a decision Tranisport te:

= ¢ e 6'-"
n Yhen we aprroach the Treasury we shall have

As it is now half way towards 1938
. <40 be in possession of the latest financial figures

I must send this paper on. I have carefully “of the Railway and be prepared with a forecast for

read through the memorandum enclosed in No.2
1938 and the High Commr.'s proposals for further

and Sir Alan Pim's statement on how the .
rl. te reductions. An advance copy of the
»

Railway came to be built and the origin of General Manager's Report for 1936 arrived yesterday-

and liability for the £6% million cost
v ; The following balances at the lst of January, 1937,

will encourage the Treasury to reach“ repayment of
at any rate a portion of the £6% million loan:- ;

(paragraphs 3965-406 of the Report). I can
think of no way in which to improve these
memoranda .

8ince it has been admif




“.‘m,,;x

Y o

Renewals Fund.

Betterment Fundl, ‘il;i,,}'tv

, £. £. " 286,682
Rallwsy 1,669,269
p Betterment Fund, Harbours 11,587
Harbours _M
1,862,768 Pensions Reserve Account 16,000
Depreciation of Investments 5,000
Betterment Funds. __ 5,000
319,169
Railway 160,443 . _
Harbours 50,581 : ! i
—_— - ‘But the Treasury want to await the final outturn
211,024 i
of the year before agreeing to this.
Reserve Accounts-
It occurs to me that it might be as well
General 576,579
if we could provide statements showing. ssy, for
Depreciation
of Invest-- each of the last 20 years,
ments 15,737
(1) surplus or deficit;
W. & 0. .
Pensions . (2) the amount provided for depreciestien under
Scheme 47,950 N -
- 640,266 - . (a) Renewals . -
& (b) Bettermént, ) s
i : But it must be remembersd that during 1937 2 = -
> - . = " . i “(3) loan charges- ”
e - a_he#dvy~spending programme on permanent way = . . P . ) e T - e 2 . .
- ' R - - The Genersl Manager's reports contain the information

> and rolling stockK is beyiing é’érrigd opt- .
- . " w and the statemé¥its could, I think, be prepsred here
. ) - Some thing ki(ke £750,000 ie being speat as < - )

- - ) = " if it were thought worth while. -
- > - - follows: - . _ | - - . 4 oy
- - _From Loan Funds 79,314 ] c . o A, ﬂﬂ“-‘“’l_é
- . \ > - Tl A 2. -
B - - ‘ " Capital Account 285,287 _  _ -- - - 745>

w " Betterment ; ) 3 ‘
, i . Funds 61,173 - . > 2 2 i 3 S’ ‘—v‘.v; -
- % " Renewal Funds 382,441 } e I ' -

" Revenue Account 1,267

" Net Revenue arv<
Account 4,918 ) ,
. 754,390 . N iy A X 35
B e ——— {

If the 1937 Estimates are realized,
. and .there is every reasen to believe that.
they will be, ‘there will be a surplus on the
year's working of £819,162. This the
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Alr mail,

ERAnSPURE —_— OrricE oF THE Hian C R For TRA

QovernmenT House,

Fsu-_,&- : : Nairos:,
Mﬁ‘ KEnva.

27" ootobex, 1926.

. A
\

Sir,
With reference to my geiuya wovopa.c. vi

the 13th Qctober (No.ll2, Confidential) which en

\\ \";

clqnod a memorandum regarding the repayment of

advances made for the construction of the Uganda
Railway, I have the homour to assure you that in
my capacity of High Commissioner for Tramspert I
entirely concur in the terms of the memorandéum,
which was, in faet, drawn gp by the Treasurer of
the Colomy in consultation with officers:of this

Administration. =
‘ I have the honour to be,
- ’ éir,
Your most obedient, le Sarﬁ.nt, .

THE RIGHT HONOURABL.

HIGH cpu@om.
We Geo URESSBY GUbsy Lo

SECRETARY OF STATE FOR THE COLONIES,
DONKING STRami, wowole



KENYA

No /iZ — - KEMYA

CONFIDENTIAL . /5 Oectober,1936.
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Memorandum.

THE RT.

GOVERNMENT HouU

NAIROBI,

Sir,

With reference t? a Confidentiml despatch of the
9th .ﬁmo. 1933, received from Sir Philip Cunliffe-Lis tér
(now Viscount Swinton) regarding certain outstanding
claims of His Majesty's Governmer_xt_ against the East

African Dependencies which fall due tc be revised during

1938, 1 have tre honour to fourward, for your consideration,

a copy of & memorandum prepared in the Treasury of this

Colony on the Bubject of the repayment of the capital cost

of the Uganda (now henys and Ugénda) Ral lway. » )
2. As you are aware, Sir Alan Pim aoly.sets out

the historical facte of the case in paragraphs 395 to 401

of his Report, and in parggraphs 402 and 403 he r;cannnends,

for your fa;oura’tg;le consideration, that this Célony ve

relieved of the liability to repey the capital cost of the

Rsilway to His Majesty's Goverrment and trusts that a

generous poli;y will be adopted in regard to this liability,
3. Should you deésire this Governmént to precsent o

its case for a remission of the elaim of His Majesty's

Government, in greater detail, you will no doubt address

me further before the matter is reviewed in 1938. In

the meantime, however, 1 feel ’tha>t you should have before

you this Government's case as repreaente-d \from the point

of view of the Treasurer of Kenya&, and I trust that you

will/

HON.

¥. ORMSBY GORE, P.C., M.P.,

SECRETARY OF STATE FOR THE COLONIES,
DOWNING STREET, LONDON, S.W.l.



will agree that in the accOmpanying memoraundum there

are set ovut strong arguments in fav our of relinquis nment

of the claim.

I have the honour to be, .

‘ © ' sir, yay.

/ /
Your most obedient, hémble /erva.nt,

/ Y
/Y vy
BRIGADIER- .

GOVERUNO
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- Capital Cost of the Zewyn & Railwey and
of ] “q‘;hlm
of the Srante of 4,602,502 nade under

In the early nineties, the desirability of &
railway frem the Coast te Lake Vietoris wac urged from time
to time W waricus individuals and bodies on diverse grounds
which embyased generally:-

(a) the blow to the slave trade whigh would be dealt

W the wp of communications and the
fshment of administrative and
Srading posty;

(») the desirability of securing the head waters of
the Mle;
(e) the internal state of Uganda at that time;
(d) the state of affaire in the “udan, 5
2. The question of opening up and dev..lop&n.i the
countxy alemg the route of the railway was Anvariably ailuded.
t0 as 2 sevondaxy and much iess t-aortm u-mt.
i 3. The guiédtion was mﬂ to a M w the Bi'inoh
Conferende of 1890, 4wticle 1 of the General 4et of thh
- Conferense reads as followsie - .- ‘
.’wﬁ '.1.":“’1-"“ in zs..-‘..ti.‘f‘.i‘:?- v
are the wing:~

1. ve ::‘u  of the mug.::%
Lerriteries wbler the the sovereignty

or pretegtorate of civilised mations.
nmmm biistment in the interior, ty the
* &nnuy

rewpensible in each territoxy, of o
s in sueh & way as to mak
- ve sstion 0frnuvd.y felt in
territeries W =an hunts,

 Pfammsiie,n i - ue .,

m-"“&oﬁnhu: R

hr'mmd"znu.u
M‘”“«

the present meane portage YW men,®

mo-nh'mammu-nm:rmm.nun

ymmua.tummntm-uuuu

- ;
b3 i :

uu-uum
Sremeport for




Uganda and what is mew Kemys within her aphere of oxn‘._uui':‘"
influenee and was therefore bound to zive offect to the Aok,
4, The question of building s rallwyy was raised

in s letter frem the Foreign Office to the Treasury dated
the 20th Lecember, 1890, (Africn No,2 1892 Ca,6660),
Reference w:.»s made to the GCeneral 4et of the Brussels
“onferense and to the obligatiom to apply the measures
desoribed in the First ~rticle, It was pointed out that ne
ships, no ceast police ecould stop the slave traffic, The
necescity for roads and especially for railways was inoreaged
W the faet that the aotivity of the Cerman Government inm
neighbouring territery would prodvably, if Oreat Britain wepe
insetive, have the effect of turaing the lll'l tm.r. inte. |
the British sphere, It was obtmod thst thh vwld gtvo _
riese to grave m;n The Foreign Office nltod ’ttl bel iaf
that only sme mede of aetiom would hn pmuon of‘foot
mamely, the semstruetion of i railway fru n‘mnru Lake
Vietoris Jyamss: “Qn the belief that the sork would ve. An

& great measure mational, Lard Jalisdury is disposed %o
thisk that o case is made out for the grant of an anmual -
wubsidy, ® - - .

8., 4 further letter from the Foreign Uffice to the
Treasury dated the 9th Fedruawy, 1891, pointed_out that the
alternative of estabiishing military pests would cost not
less than the payment for s railwsy.

6, In reply, the Treasury, in a letter dated the
108h Pebruary, 1891, obeerved that the cost of maintaining
the fMive eruisers at that time patrolling the Hast ~frican
Coast was Detween 408,000 and £110,000 per anmm and stdted
that Their Lewdshipe comsurred gemerally with the proposal

te muild a reilwny,

Yo
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‘ % in uo Astter of the lst November, 1093,
; tmu. Noe® (1894) Coma,7303) S4r mc rqg.,.x SLter
revieving the factors of the whele U* jon, wrote
*The o= of the of Saet

*and the of the preati
:d a sh g -.pl'onmum

“above all, I my ¢ ently add, the only hope
“ef really and definitely killing the Slave Trade
“within a reasonable time - all resolve themselves
'm. the alleimpertant and overshadowing question
ort and communication, ..coscccseseel WOUld
" pemark in U th.r- does exist already a
*distinct demand Suropean cosmodities, more
“espesislly for such articles as cotton cloths of
“the best gqualities, boots and articles of clothimg,
The ion, under existing e;nmhncn. is
“that present gystem of
md-d. these articles will be nqg’ud from _
“Gemman sources and W the Cerman To put a
utq to this ystem, to offut aul WM
in prespePity or commerse, to iemly check
'\hkmtm.‘dmmﬁlm‘lomm .
"bemefit of the material pregress that-may be made,
*there is Wt ome course opeiiy The eqysteém of

sommeroe, not only of Uganda, u‘ni and—
“Ungere, but of all the ether countries lying
> :'.-u vieteria, The oply means of oﬂuftvd"
: 'd‘(g this ic Yy making & i railway,®
s, In Bis Report 36 the Ugunia Rallway, 1899,
(Afriea ¥o,8 1899 ©0d4.8331) 8ir 0,Nelesworth stated that

Mﬂd
s A dy S

w ’ﬂ‘t Trom the
mﬁ.. 3 &m and isation of the

The Uganda Railway Aet was paseed in 1896 and suthorised the
Treasury to iesue out of the consolidated funds such sums
not emseeding the whole the sum of £,000,000 as my be
required for defraying the costs of the construction of uu
'mmmwumouctummum
of the Act, The smount was imeressed Wy the Ugands Railway
w«xm;’lxmunq‘-mmm of 8,580,000,




RS
Newhere in these Acts is there asmything to lead td the
assumption that the monqy was ultimately to be repaid to the
Treasury YW the Coleny or Pretestarctie or the "ailway,
9, In the final Repert of the Uganda feilway Comnittee,

Afyica No,ll (1904) C, 2164 of 1904 it Lo stated thatie

*It was deemed Mo Wy the Lords Cemmissioners

et ey ey e T

“gost of the roilway should be made”,
The method adopted wae the reservation of o zone of land along
the entire length of the Railway and extending one mile on
esch side of the railway and = stipulation thet all income
derived fram this zone either W rent or Wy sale should be
credited to the eapital coet of the line, ’:‘hu zone was
sgequired Wy Pnd.-auun in ¥gy, 1897, uﬂ u:. m of land
concerned was uuutod to be 700,000 seves oT 'huh about
one half was estimated to be reverme preducing and about
one=peventh as fit fer Suropeai nmth-. 3 )

10, The -utnnuon of thie l~ Bl in '.h' hands
of the Rsilway wntil 3lst Mameh, 1903, wher it was made over-
fo.jler Tajesty's Comnissiomar for the last African Pretéctorat
‘and arrangements were made Wy whish a separate sceount of the
revermes xnd cut-geings of fhese lands was to be kept, the
balance being plased to the eredit of the Railway capital -
account, ’ '

1, In 1906 as a result of representations made Wy the
Colenial Office, the Treasusy, in a letter dated the 20th
November, 1906, stated that as the Railwsy had beceme & Branch
of the Pretesterate Administration, the retention of the zone
as o separate estate vas amomalous and administratively
insomvenient, 3o long therefore as the Protectorate was not
selfosupperting, the appropriation ly the Imperial Oovernment
of the profits ea the zene did net secure ary real repayment

te



‘after ull the ordinary expenditure g,nnfludinv,-‘ apy wmount -~

iuﬁ-htq NDM - the Coxaq - the Railway of nn

to the British ixchequer, In these cirewsstoices, Their
Lopdshipe mna“ that the guestiom of repuyment on
sccount of \h. eapital cost of the Asnilway should be
deferred until the Pretectorate could dispense with an
imperial granteinsaid,

A8, Adsseguently the Treasury stipul ted tust tue
net m from the Railwsy should ve padd into the
Imperia. “mchequer until the .dvaincer therefram lor the
construction of the Railway had Deen repadd in fuil, and

thereafter until otherwise determined, The -ecret .ry of

State for the Colonies admittod in 1921 tha .t thie stipulation
had not been uhrontod. The Ireasury, in a letter doted
the 16th pril, 1928, stuted thut thé words ‘net revenue’

were intended to mefer to the surplus reyemus @f the Pnilway

required for the service of ay losns for Railway developmesh
;pprovw W Their Lerdships, ?wx been met, -

13, There aFe twe sssentiazl Tagts which nqut-ra to
ve emphesised; firefly that the U’ﬂl-“-m Acty d!d no:t

origifial p.an and -nmu tmt tno Imperial - rhasuy
MM.MﬁMmtuthu
advanees, 1t ip, however, & fact that these sume haVve neves
been sccounted fer as advances and that the Conmsolidated
Yund was definitely nhw Wy enmsal instalments, borne

on the Colonisl Office vote, betwsan 1896 -nd 1926,
Consequently, ary repayment new would be credited W the
mmoncwum-cni-turmmd
advanses, Conversdly, abandommsnt of the claim YWy the

w wdutmnmw"“
in the shape of cdvances, with s consemwent expandd




3 e *
4 14, The pesition at present is, therefore, that the
q 4,002,892 has been previded Wy the British taxpayer and,

when all the cirsumstances of the case are takem inte
consideration, there emerge some very good reasons for lLeavimg
it at that,

15, Ap has been shown, the primary objeet of building
the rallwsy was to facilitate the suppreseion of the alave
trade trarfig, This was definitely an Imperial ebligatien,
The alternative was the maintenance of : naval sguadron on
the coast costing frem M 08,6 000 te A10,000 per anmmm together
with the estadl ishment of a chain of militaxy posts, the
upkoep of whieh was estimated at £36 ,000 per anmum, If the
dlave trade had been confined to the ares served ly the

 puilway there might be seme argusent in favour of Gemanding.
repayment from the people who use the Trailway and whe ~mm_m. -
- tnmcm.mum-&amrxgsm;q. Bt the
dlave trade gxtended-very much further afield, ‘!'h; fellowing
extract from o despatch writbem Wy ity Séward Origg, ss High
Commissioner for Tranmpegt, oa the subject of Cleser-Unien
Proposals, Spresses this argument clearly and fereibly:e
"3, 1 do met see that the mative datien of




their Railway, In this wiy the two Railway
vd—cullhnudm.;rnt The
uneertointy .tu-dium gimal ::%..m
Railway finense so rﬂmtn‘u&::mmtn
. u:x.u-n-uoau that I ®

Y L = M

6. 1% mst met be fergotton nat the uilding of
the Railway, spart from discharging on Imperial obligation;
nomefited the Dritish dexpwer ia tnat the material wes
provided W Oreat Britaim, saplament_was_given to BritieE - -
anginesrs, contresiors and_artisans, ete, and that o new Tid4
of trade was Gpened with comsequent prefit te iritish exporters

17. A has been shown above, the eriginsl plan "

formilated ly the Treasuzy was that thd eapital gost of the
reallvey Mdhmmthut receipte C_q'ivd
n-..-d}.-.mdm in width extending the whele
xqu«unmu'q."nxm. the Treasury admitted thad
this m.uumuudun-umu.mmum
status of the Railwey was otill undetermined® and that “se
leng as the Protesterste is not selfesupporting the
apprepriation W this countey of the profits on the sone does
not secure ay resl repsymont to the British Ruchequer,® This

ie

3 Ay




-8 3 o z
Friaw Tt Y
s o o most Anpertast sdnissién, s Uie srpment o be
sddused frem it 40 that it is ne more logical for the Imperi
Govermment t¢ demend yepayment of the original grents for
the Reliwey than it would be %o dgmond repayment of the
arante-in-Ad,

18, 17 4t 1o ndmitted that the Imperial govarmment
was Timameially liabdle for the administration of the
Protectorate until suech time as il bDecane sel f= supporting,
no logical argument can be seen for smeluding tre railvay
transport ayotem rather than roads, busldings, or ay other
foym of oapital development,

19, Te summarige, the argusents in (avour or the
reiinquishment of this elaim W the lmperial Tf‘u-ur arels

ta) the Rallvwy was Wailt uu-hn.unmcm
ﬂm-.undwt =
np,;rouﬁhofﬁo &
Sl.mn'dq
(w) mwuduuom of bcnoﬂt
umuo-.ﬁ-nn —
T (e) ‘e wrm.mmuunu-u‘
Aib frem being the omly

are far frem
\dw m-lumofnnu

4 ..-ﬂ.—-tdcu ntm;uvnﬂn-
0 Seneficiarien is net .p-nysnox

(e) the ﬂp‘n Agts made ne ;nvhun tor
W te & the Rajlway,
amounts mn‘ in fact -u.unm for
as advanpes;

()



B2 repaig_ 5.n full and "Efao

. d.temined haa not been abrogated. The




net AR ¥ %o which § the g?mmittéb
g : _paragraph 20 of ﬂﬂe ﬁ%péf-{t, My Lnrds _
A © think that ‘hey ‘need have no hesitatun
Co 40‘”%4 in 19“ th’ Sﬂ.lbt?{ﬂ!t“t’o on | ‘;.'f_{' ,in glviug the assurance dsk&d Fh§ |

Public Accounts, in their sécond rﬁwrt, after ‘the Committee that the indebtedﬁess oﬁza

retiesrsing the hiatory of the oricinli outlay, CARP * Tt the Blony to H.M.Government in respect
_ seid tnet - e, s T : g of the expenditure on the Reilway is :
"0 tl'l!‘io NO‘WU‘L%”‘J"‘J 4 fully fecognised, though repayment has

_of the Reilway until 1934,

and no interes

- S

_be used for the rhvolopment of- th:,

s % muz‘mpml cost of '1;
s i S ;’~«Matmmm“im wg.‘f
e TR DR T
L ey WS s »ama n some z?{.muuon. The -

* -
‘mlow, 80- !qn, Mﬁadi"no - Sew_ § %k
T

L -

”ntribution Wthe orlsiml R -
g L i E ~




T e i 1 O
Parlian euL in 19ediiis TR !*
i ELYE.

By that timg it }md beoom obﬂm

thaet the system of abaorbing‘the profits on

Bafimey working into Xemys finencss Wt aei il ‘ ; ‘ : : of the question would not be prejudiceggwﬁﬁ 132#
unfair to Uganda, but also led to a neglect of The eomeluding words of the Memorandum sent to the s
the proper maintenance of the Line. It was Treasury were -
thercefore decided that the fina.ﬁces of the ) "ee.o.... the question...., should not be
Reiiway must be separated from those of Kenya, prejudiced in advance by the assumption
thet the entire revenue of a transport

that surpius earnings must be devoted in the first
: instence to debt charges on loans, then to system, far more extensive than that
- B . provision of renewalssand to the reduction of originelly supplied et Imperial cost should
4 e rates asg far-es possible. ) J : - automatically be applied to payments of .
. ¢ - N s o - - . e
Ii 1924 the Tmsuu ﬂgain Places on . | - -3 thet cost, a“a vhat, as'a resul'{ 1ur‘ther =

- deveIopment o£ the—!’.ﬁtm shbuld fo

record the- fact t*ut} e net revsnue nf the e o : ks e -

= “ fbiu.a} wus duc; 10 the Exchqguer Ent theg > ‘,, :‘-,_ _“4\;‘; - - .*“‘_"’ _'_.:-_ e : ﬂlt:-_hnitf "b-ilc Be rendnaaﬂfimpouible " -

,..i ——— R = -mgreed, as nee been‘atate& ‘al;ovo, that for '!‘ﬁe ,' E pr—— O ~Mn seems therefore Elh‘lﬂdﬁm‘:l}' clearothat""-
.b ot 2 fix‘nt ten yquhe not. r:venue might, be .pplio‘d - .. "":-; _»; -A:- '«:- =4 liauut"‘% s -‘35" millm .has"%een ‘ﬂknoﬂgdged

- o T ',_ To Ranway pu;“nu- “and that no mnraat need f . “ .;.‘. = = ‘“t.n“‘m it b“n -d'rawn S by ﬂ.w UOM1MM 4
s ot bc charged ofi the prlginal adtahcﬂ. The whola ., — : ’.-" f.f‘.'r':‘_‘_-"i Pu_N.igmmmtl and’ thst_body mey"b.e. reliod upon %o
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