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 Mr.Flood.

/Z- Y I attach a copy ol a Hote sent to Ceneral
,; Dept.

It appears from the Directory of Directors
and other sources that Yr,*ollett Holt is Chairman
of a large number of companies operating in South
asmerica including the three railways specified in
Colonel ilalker's letter. Mr.J.M,Eddy is a Director
(not Chairman) of the Buenos Aires iestern, Busnog
alres Great Southern, and the Buenos Aires Midland
Railways. In the circur tances it will perhaps bo
best to write as in the accompanying draft for

Mr.Lee's signature,and await Mr.Holt's reply before

sl il S

approaching uir,Eddy.
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|1ines. The whole question was gone into exhaust-
|

IeE & .tpizrnk_ll’gtfﬁflnvi"ght"bu‘“well to ascertain,from

the I 0, how this métter is now dealt with

in India, particularly as regards the "State"

'ively during Sir B Blackett's term of office

there. ). //
The 13-c=-34. k/

=

e Tekia S VOV

Na. r\sw\N‘lﬁ S heods Wk
buny  freted L st _W
U qvdny oA er PR

k\.;,,_&&ﬁ’}l#\’;:ﬂ_

e e g LO. b
o e e
o w
o o
Sugt o e
nq\‘-.(nk” ¥ - ﬁb‘-
T e = i ol

utu""’“‘/‘

|

.or 7§ per cent. of the gross revenue was taken as

constituting an appropriate sum to be set aside fo

‘a politibnitp_resune doing so.

Plie_,l,a'e. see the correspondence with

L.")q . | Mr. Graham vbe"ibvw; oo |

As I mentioned to slou a few days aéo,
Mr. Graham rangme up about this to say that he feared
that his Compeny would be unable to give us any

. useful information in regard to the arrangements for

the provision of renewals. The ArBentine Government'
law controlling the Railways made provision for
renewals at a certain rate; but, in practice, the

Company had never found it necessary to o‘bey't%)law ;

to the letter and had not, in fact, done so. g. ood
times the Company had set aside 7 or '7-§ per ce)ééé){,,?
its gi‘oss revenue toiRenewals Fund. ( I uaderstoéi? b
Mr. Graham to say that there was no attempt at a :
detailed calculation of the amount which should bé
aside as renewals, e.g., calculated in accordance
with the probable life of wasting assets such as
rolling stock, etec., but.that a sum equivalent to 7 i
the purpose.) ‘
" During the last two or three years, @ing—to’
t;he drop in receipts, Mr. Graham said that th{pompany
had heen uneble to make any provigion at all for

Qrenenls, and he could not say when they would h; in
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Pleaae see the correspondence with

"q A/,_ | Mr. Graham below. )

: As I mentioned to you a few days ago:

Mr. Grahem rang me up about this to say that he feared
that his Company would be unable to give BS any

useful information in regard to the arrangements for

the provision of renewals. The Argentine Government™
law controlling the Railways made provision for
renewals at a certain rate; but, in practice, the
Company had never found it necessary to obey"this law
to the letter and had not, in fact, done so. In good ‘
times the Company had set aside 7 or 7% per cent. of 1
its gfoss revenue toﬁRenewals Fund. (I upderstood |
Mr. Graham to say that there was no attempt at a
detailed calculation of the amount which should be set
aside as renewals, e.g., calculated in accordance
with the probable life of wasting assets such as
rolling stoc". etec., but that a sum equivalent to 7
.or 7} per cent. of the gross revenue was taken as
constituting an appropriate sum ta be set aside for
the purpose.)
During the last two or three years, owing t01

the drop in receipts, Mr. Graham said that the Company
‘had been ungble to malge‘m provision at all for ‘
| renewals, and he could-not say when they would be in

'a position to resume doing so.
/



I'm afraid there is not much help in this.
The x3% is determined with reference to a
special purpose, which has nothing to do
with the actual problem of renewals;and
it is liuble to alteration as proved necessity

may dictate. It is really an ( more or less )

arbitrary limit, determined for a fiscal purpose.

30 for the Co's plan of 7to 74% of the

gross receipts; there is clearly nothing

scientific in that--and nothing which

gets to grips with the actual problem.

pure " chuck and chance it";and the thing is
probably kept right, in practice, by spasmodic
contributions to renewals, or by changes of

the rate. Anyhow, I see no guidance here.

The 1-3-34.
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‘Mr. ond!.' /

I attach a further letter whi¢h I have

received on the question of Renewal Funds on the:

Thanks. [ don't think one can overdo " renevals",
Argmtine Rail'ays.b You will see that I have if the provision is properly based, simply b:cuause
acknowledged it ¥ renevals are ua liability which must be met when
. the time comes:--or your railway cegses to be.
? This should be attacied to departmenta *
The great temptation--ana Mr: bavies' list shovs
papers on the subject. )
;e;: how many of our Govts: huve guccumbed to it--is
- to " have peg in our time, Oh sord ". They ao
3 . . 3.3.34. ; not listen -0 the beatin, of & distunt drum.
|
| <. I believe, of the f ur gresat home railiays,
i
12 ML &ll but the . N E Ry: work out their renewal
q Secdan ‘a"‘l e 3 .3
he. & H1¢‘ftd4 [ S ook Oucteoiks; contribution on a"wasting assets, life" Dbuaois.
Lniel eormwLiade % ’
g —ed They set aside that sum, year by year. The . il
’
A NO’J\ *x R ~ W YW" h N = E Ry: goes on the " provision" basis:--i.e. it
C 1 NS 'SR -V %~,UO A’*ﬁ & charges to revenue each yeur the amount required,
Sod ,.w W A el r af in thut year, for renewsals. But I guther it is
- WISV B W Ju‘“"‘ e finding this a not very satisfactory method. Its
(MA W . au
O ° hwe o - k‘v 1 wt R ‘m.) " line,and its stock, &8 already believed to be
i‘ﬂ’l 5 & .‘N". L it W . N
“¥*‘ . « g:l'“ W | suffeéring from this policy--which financial

stringency probably dictated, or at least

maintained.

| The 14-3-34.




Leo, 36.3—

2¢.2.

Seen: thanks. There were the T T meat papers,

and the application ( applicutionsf¢ ) to the
C.D.A.C.
1 suppose we shall also have to look into the

X railway debt question:--us between “en,a and

Uganda. /
The <6-<-34.
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;Secretg\ry of State's letter to the Chancellor:-=

1. JA memorandum on coffee by Mr.Clauson
has already gone forward.

2. You have already seen the papers about
the sisal machinery and they will come to you
again when the letter now being copied has been
cleared off.

' 5. On ‘the debt question I did not realise
until this paper came back to me yesterday that
Sir J. Cempbell had not yet seen the papers again,
1 am sending this through him, but I feel that
there is nothing to be added at the moment to my
minute just above. If it is considered justifiable
for Kenya to rait. another loan we should have to
make clear the justification in the prospectus by
saying that Uganda had assumed responsibility for
whatever part of the past borrowings may be
decided, but that in any case the whole of the loan
charges on the Railway and Harbour expenditure :g;é
at present borne by the receipts of thoie services
without any call on either of the two Governments.
The wording of such an announcement would have
to be agreed with the ‘reasury , who might wish
us to include some reference to the liability (upon
Kenya) for the cost of the original Uganda Railway
(£5,500,000 roughly) the discussion as to which was
nostponed a year ago until 1938;

4. Fer%iliser. Please see the’ioose
minutes below. I had the meat ractory papers looked
up partly in the hope that ﬁ: meat or extract
business might ltren??m w ,némic position of
a fertiliser factory * partly because the meat

factory papers oeﬁm

manhufacture of fertilisers. I am afraid that the
conclusion is that our previous papers do not really
help.

7z

we have,gpnrouchni the scheme as one of
general benefit rather than as one which has to be
self-supnorting. We have got to reduce the native
stock in some way and we have ygot to face the
necessity for providing fertiliser ror agriculture
generally, beginning with European coffee land.

I think we must wait for the Kenya anplica-
tion to the C.D.A.C. before we get down to the matter
here. Kenya will no doubt have consideréd the
political problem of.indu01ng the natives to give up
part of their stock,at & price which must necessarily
be low, for any purpose whutcver. It is iefinitely
<::§interfer1ng in & matter of native custom for the

natives' own benefit, and a lot of spade work by the
District Officers will be required if it is to ge a
success.

Also the factory or factories, once started,
must be kept supplied and we must exvect, as the

AL Lot
experience in Tanganyika shows, that when thqurealise
that there i1s a commercial demand for their stock
they will not be content with as low a price as they
may get at the start.

We have just heard that in the case of the
s8isal scheme the Department of Oversezs Trade may be
able to help in the way of providing credit facilities
for the machinery. Possibly they will be able to ygive

us similar help over the fertiliser factories.
? Gas frr "‘:'“/‘:SZ;J
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Between 19.4 and 1951 the ‘udan Zover..ieut

\ k‘é) Renewals. Gen.Rhodes had main ained that mude full provision for renewuls on a lie-busis.
( ‘%% was adequate. Any papers in waica he nas In 1932 Jir F=lix Pole reportet:-
—
| @aistained tuis point, ana the papers avout Gen. "There can be no doubl u. Lo ire souniuness
Hamzona's ¢.11% figure snoul: be looked up. of the ;olicy thmt hus been sdoptied vy tne soverrnent,

(,\ - C ﬂ;(mwh\ but in the circumstances of .tate railwwey un.ertaxing,

S, Lab there 15 no reason why theuretical acc.untirny;

4 | ("
: ; w\
consl ‘erations .eaecevon dow that Lhe Jover.iient are

: \ qmer
- 4 LR
/ GAA =
AJM/W‘\ asein faced with a periv: o finamnciul stringency and
Q A xv'\)\’"\)\;’l"\ C u8 arrears uvf reaewsdls lauve been verturen, I luave no

principles ghoul: be aliowed to outwel h

Legitation whatever 1 r=c¢ mmendlins tie L.vermment Lo

Mg, Tae (L.t / o k~\ economlse tewporagy !y 1n allocaiions tu the
) L Depreciativn u fnewu.s *und ....... Yur tne next
o
Mo Wlod. p y 5§ (‘"/q | N ) .
3 v lt five ; ars the :llocat.on frow reve:us to the und
s /1,y st L 7L -
snoul!l be limited Lo dctusl espandit.:e incurred with
/ i
”" & v
ti.e proviso thuatl «ren the rfinuncial cutloud lmproves
Y iy and fu.l allocutions to the .'ui. .re resumei, the

juestl n of mudlne sood the de=ti1ciency of allocutlons

pp. 13 & 14 of [rom surplus rullwauy reve:
Second Report on

Sudan Govt.

Railways. )

1e ghould ve coasidered”.

fhe mslerial necessury for comirg; to a

decision on the question ralsed 1n Ho. 1 hereon 1.

mede avai lable as follows:-

Note 1. Jummary of practice u. uther railwuys.
,’ Note 2. osummury of Gensrul Hammond's views 1n
/ favour of a 3.11 per cent. rate o! contrivbution.

Note 3. Suumary of General Rhodes's views urging a

2 per cent. rate. 4
/Nute 4.
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¢. Stetement shewing the saticipated
'dscrease in loan charges during the next few
idecades ,whereby additional funds will be
available for re'nnal purposes .

The desision required will affeat the
rate of contribution from the lst January, 1935,
onwards; there is, therefore, no great urgency.
The ra.lway administration will begin to frame
their 1935 estimates in September, but some time
will necessarily be taken in.obtaining the
concurrence of the Treasury in whatever rate is

decided upon by the Secretary of State.
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I I dgree generully. I vent 1nto 'iis di!riculf

and very tecnni:ul gues 1on, li ow'ale, Lo the
minutes on  lukou / 180 LelOw. 4 tave 0T 1.
to mad. 1t seeuy to e “rutl e Verluas
alautes ou that I'ite cov - 2 i o
1n issue,completely. Jne wp woa rliatid: see o,
tu e jeatectl, sate, ova ! [P RUETY
i1r0us3ea, The Opposltion fatr LU
Jreusury; we tuileg to cuavines
“he So-a-=d4.
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Sir J.Maffey.

I am sorry thut in & busy week I huve xept

Freescsn

buck this puaper, As Mr.Ridddol suys, we lluve 0t
to settle things up with the Treasury wien tine
Secretary of State has decided what rate of
conLributi‘Q«e should support.

The Notes 1 to 4 show the position fully.
The Treasury attitude is based not merely on what Lney:
consider the railway ought to provide but ulso on
their view that if the railway is to be required to r01
pay the capitul cost of the original line (the
question of which is now postponed until 1939), it is
essential that it should make every possible provisiol
both for Renewals and by way of Reserve before the
new commitment falls upon it. Our argument that a
full "life basis" for Renewals is not necessary whéde
we are in process of extinguishing the louns is
weakened if when those loens are extinguished we have
e new liability (whioh must run on for meny yeers)
which will interfere with our ability to syet aside
the full annual provision for Renewals. T’/I do not

myself



myself see why the Treasury should demur to
sir J.Byrne's fecommenda'cion ix} paragraph 12
of No.l that if the 2% rate for Renewals is
accepted the reilway should eim at building up
e reserve fund of £1,000,000 by contributions
equivalent (subject to working results) to the
‘ difference between contributions on that basis
and contributions on the life basis. If the
-7 —
Treasury will agreﬁg Sir J.Byrne's proposals in
the latter part of the paragraph are not a
metter in which the Treasury are specially
concerned and they can be considered in the
light of railwey working from time to time. L
should, however, entirely sagree st provision

for Betterment should be subordinated to both

Henewals and Reserveg.
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'should be revised during 1935. Please see in this

/connection the annexed extract from Sir Follett Holt's!

YN

-

such surplus should not go in 1ts entirety to the
reduction of the Renewals Deficit Acount {its natural
destiny) but the first £24181 of it should be deemed

to have formed part of the 1935 contribution to

Lo

Renewals 80 as to bring the latter up to the 278 :

>
basis. \{u 4-SE
The effect on the K.U.R. accounts would, of N
course, be precisely the same. Contributions to
Renevala)and the Renewal Deficit Accounbvary
inversely; whatever is added to the one i1s deducted
from the other. But, under the suggested arrangements,
the Treasury would have gained their point - the
principh would have been accepted hﬁ the &;t
basis for renewals “ 3.11, not 244, as from the lst
January 1935 ,and the Secretary of State would be
effectively¢stopped from pressing for the lower rate
in subsequent years. -

(Ve ®me¥e, as a matter of fact, that the draft

Estimates foﬁaa will contain provision for a 2%%
Renewals Cont

ution so there i no great urgency as
regards communicating with the&naai Ad.minist,ration)

It seems useless to ask the Treasury to reconsid
er their atti gi at present;so long as the liability
for the fimed "f million Iailvay Constr'uc tiong lpans
is recognised, it is difficult to dispute the
Treasury's right to have the last word. B;/t it see
important at all costs to avoid getting manoeuvred
into a position from which our chances are weakened
of a renewed assault on the Treasury next year.

The only hope of practical relief seems to
lie in accepting Mr. Speed's suggestion, (at the end
of his penultimate paragraph) that the 3.11% factor

remarks to the B.A.Vestern as reported in the Times.




Possibly similar cOl;lid.!‘ltiﬂl ‘may apply to
the K.U.R.

? Write officially teo the Treasury
referring to the semi-official eérrespondaneo
from yhich the Secretary. of 8tate notes that
their Lordships, 'hil,.e, ‘eonnidering that the
correct contribution to Renewals should be on
the basis of the life-figure (3.11) less half
the contribution to S8inking md, are prepared
to agree, in respect of 1935, that provision
should be made in the Estimates on a 24% basis.
Say as regards the suggestion that any surplus
on the year's working should be allotted to
making good the difference between the 2¥%
basis and that regarded by Their Lc¢ 4ships
as the full basis, that the Secretary of State
prefers to await the draft Estimates for 1936,
now in preparation, before committing himself
to ite acceptance. And add that the High
Commissioner is being asked to arrange for
a revision during 1986 of the calculation of the
true life figure.

Vhen this letter has gone we must send a
despaich to the High Commissioner giving
briefly the substance of the semi-official letters
from the Treasury and enclosing a copy of the
above official letter.

As regards No. 24 on the file, I submit a
draft reply.

Al

Sir John Campbell.
I think that you should see this. ‘-‘*“‘1 3]
Mr. Freesfon's proposal for action involves
an apparent irrelevance at A, since the proposal which
the Treasury make is entirely conditional upon there
being a surplus; thJ;fiis a general proposal which
4 sfaniin O
could be accepted or not in-pespeet of any particular
yvear's working. The omre—gualification to that is
that it may be that the railway will be reduced to

some special cut in any part or its ordinary

expenditure during the particular year,which would
{
\

have to be made good as a first charge on any surplus
arising from the following year. From that point of
view I think that Mr. Freeston's suggestion is
reasonable and that we should write as he proposes.
The whole position 1s one of difficulty.
The Treasury expect ue to do what no other railway
anywhere is &g, by making full provision on s}:;_:- lif‘e‘j
basis for renewals, while providing for fusther &<«
1nteres£:bn all borrowings. That means that as soon
as the borrowings are paid off, we shall have,in
effect, an entirely unencumbered railway. They will
then, of course, claim repayment of Kenya's debt
of £5,5600,000 in respect of the Uganda Rallway. That
is what we are heading for and it means that there
can be no reduction of rates (unless it brings in
additional revenue) and no improvements until the
original debt is paid off.
There is some reason to believe, though not,
I think, from any authoritative source gg»the
Treasury, that that is what they have in mind. In
three or four years from now, the gquestion of the
repayment of the debt will arise for definite
consideration and it seems most undesirable that we

should




should do anything which weuld hamper the

Secretary of State in asking, when the time

comes, for a final cancellation %r the debt. .
I should much prefer that we should not

throw everything into renewals aAd the Secretary

of stgte, in his minute on No.l4 definitely

objected to such a course. I shall probably

have to send the paper on when I have your

views.

7 .
2 K07/ Js

I o not like the Treasury propossl--or the

manner in which it is put,us a piece of machinery.
My view has always been that the sinking fund
paeyments,snd the renewals payments are separate and
anconnected matters: the former are @esigned to take
care of the capitul obligstions of the Govt:,and
must be kept up to the full amount required, unless
we ure prepured 10 tuke & chance as regards

raising a fresh loan at & predetermined time.

The latter sre required to keep the line in a
proper conaitlon as regards physical repairs.

<. The plan of linking the two--it is Seneral
Hammond 's laea, I think--seems to me unsound,for
the reasons given very briefly above; but it has
the gdvantage of meeting, to some extent, and
indirectly,the point which Kenya always takes,

and which you have taken above.

S I do not think there is any chance of getting
the Treasury to give way here: they have been very
stubvorn u8 to this matter all through the long
discussions--and they are, I think, undoubtedly
actusted by considerations as to the 5}!’1‘11*’

pound claim.

o R )

'
4. The main difficulty 1 see is the political
one--the one stressed so0 strongl, in .a or frogun's
rec.nt articles. Kenye, & new country, nus.tu
amortise its Puifway expenditure vwithin a
comparatively short time pcriod: the ordinury
railway 18 not called on to do thet. its shure
capital is there, while the railwa, lusts; 1ts

loan capital 1is usually unredeemsble. Ken,u

Lodinihy,
theretore sutfers, dufing the lite-ti.z o!
loan raised for railway expunuiture. 1t puys ot'f
that loan during suay two generallons; succeeadling

generations have thelr rallua, 1Ol NOLHLi,.
Further, the point willi uoubtless U< YXERXERR
emphusised that a <) renevwal contrivbation would

provide adequately; for ever,thing toreseen uas

regards renewals during the next ten ,curs;

loan charge relief woulc then tike cure 01 the
rEenewals Ungm permanent b..sis. his tempurary

and aum1tte$much needed reli=f 1, wis0 ueniea
them. These .re stronyg ail'puments; anc¢ the, woula
undoubtedl, have a strune populusr aijpesl. The " nan

in ‘he gtreet" would 1 t:i:k uncoubtedl, 1. :

Kenya's side in this urgdment;uanc the ann .o* 1o
the gtreet could point tu & woeamlth of p. = c:eaent
in favour of sucn & aethod. It was lure i, with

these considerations i1n mind thut 1 aygree. to the
<% suggestion.

v, The wider issue 15 | tuink tor the ./s. The
Dept: has m&dé its etfforts, anu hus tillea.

Kenysa opposition will almost certainl, ve strong
and vocal--and their arguments will be c1rficult
to meet in any convincing way.They wure the toad
beneath the harrow,

6. Subject to a decision as to this wider issue,

I agree with the course of aotion-ii is propqged




to take. If we have, later, to agree to the
Treasury uvroposal,. I would égree for a
particular ye;r, expressly leaving the .
suitebility of the 3.11%-s.f./¢ formula,

as a measure of general applicability,open.

I am afraid that Treasury insistence on

vhat they regard as orthodox finance may quite
probably defeat its own object. The local pressure
to relieve producers looks as if it would become
more and more intense; the Govt: is almost

bound to symputhise with that view, owing to
their own ver; yrave difficulties;and the result
may eusily be rate reductions which will render
the vhole renewals question one of mainly
academic importance. The ruailvay and the local
people must know about the ui _llion x claim

in the ot'fing;and they will appreciate the
repercussions on the renewals and reserve

problems. )

The Jrd: bLecember, 13934. /A%L//
4 =

SIR JORN MAFFEY.

I need not add to Mr. Freeston's
exposition of the position. I agree with what
sir J. Campbell says as to the importance of

rememboribg that the Kenya preducers are likely

at any time to need help. We are reachi

[
y
|

3w
3

stage when no ons except the rt.:llw

anything) material out of the pro '
"y ;

Onvéi; financial side, the essence uf

Ma jor Gro’.n'a campaign is that we are overburdening
the present generatign for the benefit of.posterity.
In the case of the railway posterity has little to
hope for, since when the present burdens on the
railway have disappeared, the new burden of the
£5,500,000 debt will be laid on them. Geuerally,my
view has always been that the justification for
relieving posterity by & strict financial system
lies in the fact that posterity will have its own
burdens to bear, of a sort which ~e may not roresee
now. Therefore, even if we can (as I hope may
eventually be the case) get rid of the £5,500,000
incubus altogether, I snould still feel that the
present generation should provide rully for the
service and maintenance of the raflway to the
reasonable limits of its power to do <o.

TL& Tﬁsury .roposal by making an idol of the

full life-b 8 provision for renswals’takes away

all question of & reasonable limit snd that is more
than we can afford to agree to now. I woula write
to the Treasury in the tcrms whioh Mr. Freeston
auggests in his minute, but I would add a caveat
that it may be necessary at any time, in vicw of the
eoonomic position in Kenya, to make such alterations
in rates as will keep production alive and that any
arrangement which may be come to as regards matters
now under consideration, must be subject to that
posaibility.

(Of course, the question of Uganda as a joint
debtor and as the most valuable customer comes into
this pioture; but not, I think, for the purpose of
the terms of the present letter to the ireasury).
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TRANSPORT OFFICE OF THE HIGH COMMISSIONER FOR TRANSPORT,
-5 3 Qove H .
. RN [ e QovernmENT House
S —— - = s NAaIROBI,
NO. KENYa.

THE RIGHT HONOURABLE shown....
MAJOR SIR PHILIP CUNLIFFE-LISTER, G,B.E. M.C.,M.P.,

/s November, 1924.

Sir,

I have the honour to refer to my despatch Transport
No.86 of the 22nd May 1930, forwerding the Report of the
Departmental Committee appointed in 1929 to examine the
aemount of contributions to Renewels Fund necess&ry to
allow for depreciation of wasting assets, and your despatch
No.24 of the 9th March 1931, approving as en interim
arrengement, an annmel contribution to the Railways Renewal
Fund of & per cent of the. capital value of wasting assets,
and to mbmit the following recommendation in regerd to the
expgnditure of Renewals Fund monles.

3. The Departmentel Committee in its report in 1929
(pege 18, paregreph 13 (F) Permanent Way) included rail
fittings, i.e. fish plates and bolts, with "Rails" when
assessing the life of 50 years. Experience has, however,

sinoe shown that deterioration between the web of the rail

and the fish plate coupled with weakening of the ends of the
rails dne to stresses end shocks, necessitates renewing the
rail joints by ocropping the rail ends and fitting new fish
plates and bolts after approximately 33 years of service.
This renewal work will ensure rails attaining a life of at
least 50 years.

3. The necessity for the renewal of reil joints

earlier than the period of 50 years does not, however,

necessitate any alteration in the present rate of contribu

to the Renewals Fund, for the reason that experience has

SEORETARY OP STATE POR THE COLONIES,
DOWNING STREET, S.W,l. .
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shown that the 1ife of other components of the track is now

proved greater than was estimated in ]1929. Por exsmple, the
average 1ife of steel sleepers cen now be safely stated to be
33 years, as agailnst the life of 30 years shown in the
Departmental Report (1930).

4. Approximately 600 miles of rails will eventually
regiire renewal of joints to permit of the track being kept
in a safe condition. Approvel has already been givem to a
thirty mile seotion being dealt with dmring 1935, in the
manner outlined in paregreph 2 above, the cost of this work
(£6,000) being temporarily charged to "Het Revenne Account
Extraordinery Maintenance". The Aoting General Manager
oconsiders that the cost of renewing rail joints is a fair
charge to the Renewals Pund, since this work is essemtial to
enable full use being made o{ reils. .

5. As the total length of line at present reguiring
early attention is 190 miles and the expemditure involved is
238,0 the question of allocation is of considerable
importance.

6. Eventually, it will be necessary to deal with the
balance of approximately 400 miles, but as the major portion
of this balance is in brench line service, the probability is
that @ further ten years er so additional 1ife may be expected
Pefore it bdecomes necessary to renew the joints of these rails,

7. 1 therefore suitmit fer your considerstion that the
work mor’nl to is a fair charge to the Renewals Pand, and
shall be glad to receive your decisgion in the matter.

1 have the hoaeur to de,
' 8ir,

Your mest obedient, ble servant,
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shown that the 1ife of other components of the treck is now
proved greater than was estimated in 19829. For exsmple, the
aversage life of steel sleepers oan now be safely stated to be
33 years, &s against the life of 30 years shown in the
Departmental Report (1930).

4. Approximately 600 miles of rails will eventually
reglire renewal of joints to permit of the track being kept
in a safe condition. Approvel has elready been given to a
thirty mile seotion being dealt with dnring 1935, in the
menner outlined in paregraph 2 above, the cost of thie work
(£6,000) being temporarily charged to "Net Revemme Account
Extraerdinary Naintenance™. The Acoting General Manager
considers that the cost of renewing rail joints is a fair

cnarge to the Renewals Fund, since this work is essential to

enable full use being made of rails. i

5. As the totel length of line at present requiring
early attention is 190 miles and the expenditure involved is
238,000, the qultmf allocation is of considerable
importance.

6. Eventually, it will be necessary to deal with the
balance ot'.)pnnlutaly 400 miles, but as the major portion
of this balance is in bremch line service, the probability is
that @ further ten years er so additional life may be expected
defore it decomes necessary to renew the Jjoints of these rails.

7. I therefore submit fer your considerstion that the
work r'tor;ol to 18 a fair charge to the Renewals Fand, and
shall be glad to receive your decision in the matter.

I neve the homeur to be,
' sir,

Your mest obedient, ble servant,
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’ 6n|,el ou‘ THE Hian CommissionERr roR TRANSPORT,
. GovernmEnT Housa,
RECEIVED i
27DEC 195:1
C. O. REQY 20th December, 1934.

8ir,

I have the honour to acknowledge receipt of your
telegram, No.13 Confidential, of the 17th instant,
regarding this Administration's revised estimate of its

balance at the 31st December 1934.
2. On the basis of the latest figures available
| Absl on receipt of your telegram No.12, dated the 11th instant,
— 1t was estimated that the Conbined Net Revenue iccount for
the year would reflect a balance (surplus) available for
transfer to the Deficit Acgount of £299,946.
3. The balance of the Deficit Acaount, £
as at Zlst Deoember 1933, was ... 317 ,946

Deduoting from this the revised

estimated mrplus for 1924 of ... 299,946

- Leaves tho“nted balance of the
Defieit Acocount advised you in my
telegram of the 13th instant of ... £18,000

4. The revised estimated balance of
the Renewals and Batterment Punds
18 DOW e eeeiteenceccnanenncnanss 1,888,000

Less estimated Balance of Deficit
ooa:

000RNTe. ceceoesorccncscrcscncane 18,000
Available Balance 21,870,000

5. %o the feregoing balance of ... 1,870,000
i : has 15 be added the amount
# 4 ine 4 in the Capitael Acoount
fo! ng Capital ;- Stored’, of 442,000

Naking a total of ... 22,312,000
6. !h,ilv total of 28,312,000 is accounted for as

Cash......

T GUNLIFPE- G;B.EK. ,M.C. ,M.P,,
j OLONIRS, ’
ot Rer W sl
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Q Cash Balences:- £ X &
With Crown Agents ....... 851,000
Local, at Bank end {n hemd 575,000 1,426,000
Cash on Fixed Deposit ......ccievvane. 200,000
Inves tments = General Account ........ 236,000

(Statement A.D.1932 Annual Report)

Coal, Woodfuel and other Stores ......

eand Material on hand ...... cesacaans 350,000
£2,312,000
#« HNOTE:

This balance exoludes 2274,C0C
in respect of Lo&n Char;es
taken to account in 1934 as
Sundry Creditors, but not
payeble until 1935.

7. I trust the foregoing clearly explains the
position = far as this Administrwiion's balances are
concerned.

8. With re,erd to the item of 2447,000 for
Working Capital Stores &and also the smount of £250,000
mentioned in my “grﬁm No.1l8 of tne 13th instant, as

N

Working Capitel, 1 think the position will uve quite clear

if reference is made to Sir Edward Grigg's despuaton,

No ! Transport No.87 of the 23rd Meay 1930, and Lord Passfield's
&
AN 2 despatoh, Transport Kenye-Uganda No.1l22 of the ©th October
2l
/,U.‘/u‘ 1s30.
. il 9. I may add that since the revised estimate advised

to yoa weas ocompiled, Railway revenue has revealed further
substantial increases which were not anticipated and,
oonsequently, it is now probable thet the surplus ror the
carrent year will be sufficient to clear the Deficit
Acoount entirely.

I have the honour to be,

8ir,

Your most obedi , humble servant,

17/

HIGH COMMISSIONER,




DRI }M

Voasye oy P
/,\ / %/h
g L, ///
B o

o |
%“v* B
e (@) K ’?‘L\




® RECEIVED /

' > DEC 1934
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Telegram from the High Commissioner for Transport Kenye and
Uganda to the Secretary of State for the Colonies,

Dated the 12th December,1934. Keceived 9.7 a.m. 13th Dec.
No.18 Confidential

Noal Your telegram No,12 Confidentdal. (1) Revised estimates
asked for are deficit account £18,000 available iLalance
£1,870,000, (2) available balance ie held in liduid securities.
This provhm working oapital of £250,000 but excludes working
capital of stores, £442,000 vide statement 1 of annual report.
Latter made up of stores,say £350,000, balance cash.
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DOWNING STREET,
'a

Wy, pk

‘ Sir G. Tomlinson.

» SirC. Botiomiey. 3© 6’
Sir J. Shuckburgh.

8 November, 1934. {

)\

Permi. US. of S.
Parly. U.S. of S.

Secretary of State.

DRAFI' o Dear Speed,

-

E.B.B.SPEED,ESQ. 7_‘;) Your letter of November 6th

TREASURY. .
(8.59419) about the Kenya Uganda Rallway

‘/there have been inevitable delays in
reaching a conclusion on the Renewals
| Contribution question but ’I am not
v%ut hope that an official letter
will reach yeu in the course of a few

days.

8ir Edward Grigg's despatch of

May 1930 to which you refer, appears

not to have been sent to the Treasury.

I enclose a copy though its relevance




‘Tm 1§ New ..“\

g Company Meetings

‘ BUENOS AYRES
WESTERN RAILWAY

EFFECTS OF FURTHER FALL
| IN EXCHANGE

PREFERENCE DIVIDENDS
MAINTAINED

UNTRAMMELLED ROAD MOTOR
COMPETITION

THE WAGES PROBLEM

x SIR FOLLETT HOLT ON THE X
IMPROVI ITLOOK

The FORTY-FIFTH ORDINARY GENERAL MEETING
©of the Buenos Ayres Western Railway, Limtes
was held yesterday at River Plate House, Fin,-
bury Carcus, London, F.C

SIR FoLLerr Hout, K BE, chairman of the
company, presided.

The Seckitary (Mr. Robert Graham) having
read the notice convening the meeting and the
report of the auditors,

The CHAIRMAN suid 11 we may take the report

and accounts befor, meeting as read, 1 will
propose, and ask y 1o second, the first
resolution:  that jThat  the  directors’
report and audited sta ¢ of accounts for the

year ended 30th June, 1934, now submitied, he
reccived and adopted |
Mz J. M. Eopy, C.B.E., seconded the reso
luton
The Cuatkman.—Gentlemen,—-We meet you
to-day with a sense of great disappointment ar
being unable to recommend the payment of o
, dividend 10 some 20,000 holders  of the
£17,000,000 of Ordinary Stock of the company, -
for you will remember that at our meeting lasi
year with a caveat as regards exchange and the
maketability of grain, | held out  hope that
onc would be forthcoming.

QUESTION OF RENEWALS

You wilj have noticed in the report that no
provision was magde in the year for renewals. In
the long period ‘of comparative prosperity we
were able, fortunately, 1o make substanual allo-
cations fo the renewal fund, and it was there-
fore considered possible during this bad cycle
10 call a temporary halt, which, however, cannot
be continued indefinitely. On the other hand,
science is assisting to relicve the pressure oo
railway renewal fuods. Wates conditioning,
electric welding, improvements in the mainten-
ance of reil joints and accessories, all tend (o

olgrg the life of materials, and we can also

in the manufacture of mefals which
bring us in & few years' time passenger irains
of half their present weight running llm‘

speeds with much less wear and tear,
shoutd help.

lhmmj
—




TREASURY CHAMBERS,
WHITEHALL, S.W.1.

6th November, 1934,

My dear Freeston,

Kenys and Uganda Hailways

1 notice 1in the enclosures to your, official
letter of 3lst October No. 23295/34 s reference to the
—

rate at which the waating assets of the raié‘-?g are being
> Ot Gfs

depreciated and to a private letter fromE'our a‘ecrahar_y

of Sta\.\_e}to Mr. Monck-Mason Moore on the aub ject, May

tv 1 aask what progress has been made in this troublesome

Will you also let me know whether we have had
Sir kdward Gigg's despatch Transport No. 87 of the 23rd
1930, and, if so, what was your reference number?

Yours sincerely,

L.s. Freeaton, Esq., 0.B.E.,
Colonial Office.
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TREASURY CW
WHITE L, S.W.1.

lbth Septemver, 1934.

No.: WmrremaLL 1234
reply
quote Regd. No.

8.32902/03/8.

17 SEP 1934
0. 0. REQY

My dear Freeston}

I promised to let you have & note setting out the
result of our conversation about the Kenya-lUganda Railway
Renewals Account on the 13th September. I understood from
you that there is some possibility that the estimated
surplus in the current year of 47,645 may not be realized
in full. I further understood from you that it is thq
practice of the Rhailway "Administration to credit surpluses

on general account to the kailway Kenewals Deficit Account

A\ ‘

(@? been contributed to renewals and what ought to have been

ﬁthat this Deficit Account has arisen, not from a
c

ulation of the difference between what has actually

contributed on a proper life basis, Bht from the fact that

deficits on previous years workings on the yxeneral railway
account have been made good by borrowings from £he
_Renewals Fund.
You told me thut the contrivution to Sinking
Pund in 1933 was £119,203; that this figure in 1935 is
likely

L.B. Freeston Esq., O.B.E.,
) Colonial Office.
.




likely to be greater, say £130,000; that the contribution
to Renewals Fund on the 2% per cent basis, was £365,400,
and that on a 3.11 per cent basis (reéently calculated as
the true life basis) it would have been £451,497. From
these figures we concluded that the renewsls contribution
in 1936 under the Treasury proposal would be approximately
£451,500, less % x &£130,000, = say x£386,b00, an increase
of 220,000 over what was contributed on a 23 per cent
basis in 1933.

I suggested to you, and I now confirm, that we
are agreeable (in view of the doubt about there being any
surplus in 1936) to your authorising the Railway
Administration to compile their estimates for 1935 on a
2% per cent basis. If you accept this proposal we should
require the Administration to be told that if, in the
outturn of the year, there is a surplus, that surplus
should not, as heretofore, be credited to the Renewals

Deficit Account but should first make good the difference

between the sum actually contributed to the Renewals Fund

and the sum which wo'ild heve been contrivuted ander the
Treasury oroposal. This woild susoru somethln, Like
220,000 of any surplus; the nallwa) adninlstrotion woald
be required to work out during ludb the trie liiec f1.ure
l.e. to verity the &.11 nercenta.e.

I hope thet you will find it possivle to uccent
this propos&al. I need hardly usdd thaut u corollsr, of the
anove nlun is thet in 1936 und therealter, it there has

proved to be @ ressonuaule sirulus on the rallway sccount

and i1 the rallway then seems to pe on “he Upgl'wde, the
full lire basis wo'1ld have to be 1ntroduced 1n the
Bstimute , less, of course, half the cofitrivntions <o the

Sinking Fund Account.

- Yours sincerely,

Q
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i 37 JUL 1934
C.0. nzay

*

Telegram from the High Commissioner for Transport Kenys ;
Uganda to the Secretary of State for the Colonies.

¥

J Dated 31st July, 1934. Received 11,36.a.m,318t July.

No.12 Confidential,

May 1 expect early reply to my confidentisl
No/ despatch of December 27th Remswal Pund as 1935 Estiimt::
| under consideration,
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TREASURY (CHAMBERS,
WHITEHALL, S.W.1.

Telephone No.: WHITENALL 1234

In any reply
@rloase quote Regd. No.

5.32902/03/8. ‘_,%\ FATIVED 23rd July, 1434.

| 3 § - /
Dear Freeston, C O. REGY |
Speed, who has taken over fro: Hyan, is un leave,

and I am writing on hils behalf with reference to your

/\/n/‘v official letter of the 24th May (25029,54) regardine the
) provision to be made for Lne contrivution to tue Renewals

Fund of tne Kenya-Uganda Rallways 1n 1945 and suusequent
years.

Our view 18, a8 yuu know, tuusl 1n Lue 1ntercgyts

G.)
of prudent finance, the waslliy assets of LL1s buslness
ought to be deprecilatcu 4l lue proger ruale. What 18
precisely the relationsulp Detwn the 2 per cent. projposed
and that proper rate does not appesr 1n toe corresjosndence,

:t but it is common ground that the 2 per ceul. glves a

I contribution appreciably lower than tnat whlch would ve

é produced on a calculation of the appropriate Jdepreciation of

each class of asset based on tne original caplial value,

(or possibly replacement value) divided by tuhe duly assessed

life of the asset. It is, of course, jussible to express

the

L.B. Freeston, Bsq., 0.B.E.,
Colonial Office.




the result of the calculation on the life basis as a
percentage on the capital value of the whole of the
assets, but this is a useless exercise, since the
figure required is known without the intervention of
the percentage. The whole point of the matter is
that the Kenya-Uganda Railway assets are admittedly
being depreciated at a rate ess than the true rate,
and on this matter I fea€¢ that we must decline to
compromise.

We have made a ca}eful study of the documents
enclosed with your letter, but so far as we can see,
no fresh arguments have been produced againat the
introduction of a proper rate of depreciation, and we
86e no reason to depart from the view which we held in
1931, and have expressed subsequently, that the adoption
of that rate should not be postponed indefinitely.

Our opinions have been confirmed in full by
Gibb's Report. We agree with him that it will be fair

to

to reduce the full proviaion for renewals by half of the

Sinking Fund provision'and furtherxthat in additiog to this

& proper reserve provision should be

made, and that, until

a minimum reserve haa been reached, there should be no talk

of reducing rates éxcept with the object of increasing net

revenue,

Gibb suggests a minimum reserve of £2 willions,

but we are disposed to think that figure is rather high in

view of the size of the undertaking and we will be prepared

to accept a minimum of £1 million.

The Railway Adminiatration, and following them the
\

High Commissioner, tried to attribute Gibb's recommendatfon

to miaund.ratanding, but the Gnly nlaunderstandinga which

they quoted (and @ibb would probably deny that they were

wmisun tandings) referred to comparatively unimportant

details ch as whether allowance for renewals ahould or

should not be included in calculating the working costs per

ton mile and as to the basis on which renewals

on branch lines.

are allowed
¥e can see no misunderatanding on his

part on the fundamental issue, which ig that the proper

pProviaion ahould be made for renewals of the undertaking as
a whole.

The Railway Administration's demand that if the

rQ&g‘




'rate of provision is fixed on & uljfe" basis, they snould

be allowed to use what they consider to be "the unrequired

balance" on tue purchase of additional assets to be used
in much the same way as a Betterment Fund, does not

commend itself to us as being in any way & sound
proposition. Further, in paragraph 6, they try to guote
Gibb in support of this 1n a way which apjears hardly fair
to him. The balances o: tha credits of renewals and

other reserves in Railway Companies are frequently used

to finance capital expenditure temporarily until & sultuabie
time arrives to float & loan. Inis 18 no doubt wh-t

Giob had in mind, in fact he insists tnat tne borrowings
irom the fund snould pe cleasrly snown and ne 18 careful

to qualify his approval ol tuis by tae words "in times

of depression". But the Raillway Admlnlstration's

proposal 1s that tnese balances snould be definitely
allocated even before they nave oeen collected, not to
strengthen the liquid resources and improve the financiel
stability of the undertaking, out to increase its capital
commitments, The relference to a Betterment Fund is not
without significance, as such funds are usually applied to

capital expenditure wnich is non-revenue earning. In any

case who is to declde how mucn 01 trune balance 18 uureculred?

A8 regards tne Treasurer o1l renyu 1t cleir

from his minute tnuat n1s maln considerution 13 Lue
maintenance of the existlng standard ol rates. [re
financlal staplilt Ul thie undertukliy whose louus are
Lunr&x;Leed by his colony dppedrs a wlnur cousldersatliorn.,

In tnls connection 1t 18 well to remember Gibo's sirictures
on tne rate structure and lhe 8COpe WLlCL e sSall eXisted

therein tor increasing reveciue Dy reuad ustuents,

Ne du ot understand lune 10 parderaph ©

of your letter tu other Huallways. You salda "trati whlle
zost Alministrations recou;filse lhe dedlryubl.il, 01 tue
")1fe" pasls, they :&ve nut Desn able Lu we:lilaln 1l in

ractlce Owll, to l..e lejression”, Trils ury . ent surely
i 5

F
cannot be used 1n 3ujjurt Jr\:jsA;;

18tru.l wl.lcn can du
1t in practice, out lrics LU urgue teal 1t 13 sndesiruole
in principle. 1 am alrull "reretore thut we nust lnsist

tnat on the termi.atloun vl the presenl arralgewent the
contributions to tne Henewals Fund should ve on & jroper
basls, 1.e. as ascertained on a "lite" culculution, the new
rate to operate 1rom 1330 luclusive.

The latest 1ntormation goes Lo show tuut tne

Kenya-




Kenya-Uganda Railways have turned the tide and it seems
to us that it would be wrong both in principle and in
practice to continue to wmake insufficient appropriation

to the renewals fund.

Yours sincerely,



¥ SirC anvzl-é‘“"}"’"‘ 1

Str J. Shuckburgh

Str G, Grindle (/
Permt. U'S of § n\ S\'SJ
Parly. US of 5 ¢

Secretary of Statc CM\ v\"« m % ‘(’* ‘

DRAFT"J Whelfos &8 snalis e K

j:




OR REGISTRATIC. / ! “/3%
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(’3
Telegram form the Migh Commissiommr for Trunspert Kenye -
Uganda to the Secretery of State for the Colonies,

Dated 218t June, 1934, Received 10.45,8.m,215% June.
l%.'s Confidential.

Q\ Grateful for early reply to my despatch of
Nol the 27th December confidential regnr\:vmz retes of

fontribution to the renewa: ftmd?nrlusmn in 17235 Iatimates,

¢ Q
Fo.
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LCAD FR.ANCIS 8C(TT. (cont'a) . The thiid thin,_ we
h ve down hcre is the qucstion of ailway r. ting policy .s
-ffecting general industry. The m.in _.oint of that, 3Sir,

18 th t twelve years .go (I think it wep 19. %) the wholce
eystem of the Railway heie w g dterea, up till then it
had been trewted g . Covernment e .rtment ane it w.s then

- Y Xen out of tht -nsition "nd rur on ite own, with ita nwn

reserve funas .na su on; nd then subseyuently of course
there w s the (rder-in-Council. In those¢ a-.ys, when 1t wes
firet st .rtea, there w.s Very dufinite policy .dopted th .t
tre fin neci-l .ng eccnomic soundness of the It <1lwey oid
depena on the greatest possibl. gevelopment of the country,
«0d thure w.e . definit. policy udopted four nclping ex orts
by h.ving che.. frcighte oo cxports ina r .ther high friights
On 1m,orts, ind it the sume time there were est blishea low
1-tes fur cortiin bulk Crops - cotton seca 1n Ug.nd. .no

m ize in Kiny . Th t went on for gre~t m.ny yecors, until
Tecently, when theie socme to h..ve been . change of policy
tending in the spposit. direction, ~nd it h:.e c~usea .. gre.- t
deel of feeling of unguict no diesctiefactiop in the country.
Th -t is the chief point with rvg-1d to this.

anCHET \RY ( F GTALTR. AY€ you -.Bkine fur subeidiscd
frei, hte?

L D FRANCIS SCt TT. No, Sar. Ve 1w aBlting, fo1 tre
8.me olu colliey -8 before.

25CRET \RY . F 3T..TE. Th. t w8 subsloised freighte.

1’ 1D FRANCIG SC.IT. 10 the curly g#mee it we.s.
Th t 18 onc point, Sir. Th—:’j‘othu ;0lint wh we would lixe
to Bpe..x to you «tout is the Juestiog of thie 23 rel cent
depreci_ tion.,

SECRET. V" *T gy, I can tell you that at nnce,
I h.ve giscussed it with one of your deput.tions - 1t wae
new point to me; I have aiscuesed it with General Rhoages

«na I h.ve instricted that . desputch shoule go home , thct

I wished th.t the wnole matter should be gone into, thot 1
wented to fina out wh.t was the genesis of this Craer, :nd

th t I wished to h ve 4 comp.rison instituted between Ruilw.y
practice on the home railwaye anc overse:. reilways in oorm 2
times. I g.ve immedizte instructione th..t the whole cuestiun
should be t:.ken uy.

LILD FRANCIS SCCTT. {ne emill point deuling with
th-t, which we thought we might suggest. Supposing it is
laid down that it h.g got to continue, we wondered whether
the hz2lf per cent coulcu be put into .. definite reserve fund.

oLCRETARY OF ST ,TE. The h..1f per cent, .8 far . I

C.n m ke out, is curried to . resgerve fund; it is not used.
The allowc.nce which on merits the Railway t.kes for depreci.-
tion is . twe per cent allowance, go that the h 1f per cent

18 not expended on Reilwey renewels. Tt mey of couise have teen

i i intc the \
bsorbed into Railway fin nce. But I em guing in
:hole 2f that and I have said I wish to be satisfied on

ﬁh&.t point myself, #nd that no fincl decision is to be

¢ ken without my. having reviewed it personally.

Y e

.




NKSir C. Bottomley. 1%, 6/‘

THE SECRETARY. S S Q'ww\ &

TREASURY . orebrt bt T S

»

Biaotasr
23017 /JJ Lo

My, Grossmith. >3/5/34, R
~ 0 !

wr, bR, A~

W0
My. Q(a-( 23 ¢ o]g'l
My. Parkinson. ,

My. Tomlinson. (‘ v

Sir J. Shuckburgh. Sir,

Peyms. U.S. of S.

I te. =fe o}
Parly. US. of S. am etc. to r=fer to
Secrstary of State. (5 Mr. Ryan's letter of the 20th June 1933

DRAFT No. 5.32902/03/7 end previous

correspondence e

o Kenya
and Uganda Reilway Administration &0

the—Rencwale—Fmmt, and to transmit to

- you, to be laid belore the Lords

‘2; -’.’4 o, /1947 (P,d Commissioners of the‘\‘}asury‘ a copy of

a despatch from the iligh Commissioner
for Transport regarding the provision
to be made for the contribution(i- /'Z

mot(l935 and subsequent years.

FURTHER m,N- ) 2. Their Lordships will remember

that it was agreed when the question was
# raised last year that provision for
renewals during 1934 should continue

on_the basis of 24% pending the




examine.ﬁion by the Governors' \

T—

Conference of the recommendations

in paregraphs 114-118 of Mr. Roger

B
p

' Gibb's Report on Railway Rates and
; Finance in Kenya, Uganda and
‘ Tenganyike Territory.

3 The relevant Sections of
the Heport, and Memoranda submitted by
the Transpoz:~»""dm‘1nistration,were duly

> o

% flors' Conference“‘
Tk

examined by

_’he Conference 2d tnat it was

|}

| doubtful if any useful purpose would e
»porved by their discussing tris -ighnly
‘technical question and that it would
etter for it to be dealt with by the
High Commission:r in correspondence witn
‘he Secretary ull.itat , consulting where

ecessary the Governments of Kenya and

v gande.

4. As the result of correspondence

a.)
ween the High Comissionel‘*the

&

s

overnments of Kenya and U;{andal the Kenya

N Tovernment

] ?

., M /JM/.::/

i1
(Mfc")

l | Wl

"y C. 0. t

My. _ Government have endorsed & recommendatior
Mr. "
‘ My. of the Transport Administration that the
A
My, Parkinsom.

contributions to th: Renewals -und shouléd

ak B ki fl(

be|2% until 1945 and theres<t. r on =
~

My. Tomlinson.
Sir C. Bottomley.
Sir J. Shuckburgh.

Permi. U.S. of S. life basis, and tnat on this uasis of

Parly. U.S. of S.
contributions to the Kenewal's Muni a

Secretary of Siate.

Reserve Fund should be built uy o

DRAFT.

£1,000,000. The Governmunt of Uganda

saw no reason to witnnold its pport

from that recommendstion.

5 The understanding on wnicn the
annual Contributions for t:ne years
1931-1933 should be 2. o th~ capital

“ .
value of the wastn\-}ssets for tnose
years was descriu d (1 your luttar
3_3).701/0@/
No. yof the 4th Februery 13931.

In that letter €n:ir Lordships accepted

fu M
%0
88 Proper, the principle of contribution

FURTHER ACTION. e

. .
on a life basis, x.e.Lfor each wasting

et
asset an annual provisionmlent to

the original cost divided by the

estimated ph%sioal life.

6. Since the receipt of the

RN AR



igh Commissioner's despatch steps

I
ave been taken to ‘ascertain the .

v ladia , MEY\“M‘—- Swhir s S, Mwimca
actice of other railwaye,konoerning o Wwdh M e e W ('A'w

'

epreciation and their contributions

B e T

o renewals, M“.L\.r,\ Y‘. &QJM
1] B P '

5 N PR :tw&& :(“"\

n-|pn\¢an~\ ‘l“‘
\ z Iu.uwk v\kﬂ‘
T After careful consideration of 4\ w )‘wm

the various aspects of this matter the

becretary of State supports the High
Commissioner's recommendation that the
contribution should be at the rate of
- .
2% until 1945 and on a life basis thereefter,
|
but on the understanding that the Railway
wp
should aim at buildin, (e Reserve Fund of
£1,000,000 by contributions equivalent
' (subject to working results) to the
%
difference between contributions on a

. "
2% rate and contributions on the 1life

' basis. 8ir Philip Cunliffe-Lister

Lordshiqll‘conour in mLa.rrmgllent




Tanganyika
erritory.

Nireria.

Gola Coast.

Lauritius.

NoTE |

EALITAY LEIR!

COTTTRIBUTIQN: Toviyy

Trere 13 nu henewals fund,

sontributions amountine t5 wn a.i ovel
percentare rate uf 3.£7 are normally u.a to
renewals. Lurin- the last lew ears coatriuua-

tions have ceaseu ultosetaer.

Contributions amountin:- to
nercentage rate 5f 3-43 are no:
renew . Lurfm‘ the las

tiona have ceasea a.*g ether.

Expenaiture ov
a2tanl regualrerments

JEAD .

S 1s no henewals Funa.

tn 163 aems i g
P to 19al contrivutlsis ot tre rate o!f

7#. o0 fT033 receipts were mace to renewals.
Recentl: the entire balance 0! t.e henewzls

runc w.os appro-oriatec Lo revenae.

Jontrivutions are supposea to ve on the
basis of tar replacement cost of the assets’
uivideu by their computea life; but recuced
railway revenue has precliuged this and the
Renewals Fund now shows u aefiziency

$38,000,000.

There i3 no lernewals Fund. The estaulish-

ment of one is in contemplation.




India.

A

® Eal.lest;'n"b. . The (amount of the Renewals Fund is not

determined on the actuarial vasis but purely

on cgﬁécity to pay.

The Argentine. Contributions are supposeu to be o- tnae

/basis of 28% of the replacement value. In

practice sore companies have no* enr-ea e-ou -

L to do this ana have made an ar .tonre ool o

of 7n of fross recelpts towar.s reqewa.z., “o*
methods have, in practice, more than coveres

uemands upon thie Renevals Funa.

lontribution= <o the [eprecinti - o Tund nre
at the rate of tne total or.rina. zust Lo tee
wastin~ assets civiaea Ly tneir ..« This
normally amounts to atodt 1+ _I tie "cuj.tas

at charge" but 1s haraly comparat.e w.tr t-e

Kenya actuarial fifure of 3.1

alia) the capital at c re cu.tiiva many
elements for whixh a aeprec.. ., . SHESCT
reguired.

During the five year period 1932/1938,
contributions to Renewalé Fund siould be limited
to nqtul; expenditure incurred; arrpars to be

made good when the financial outlook improves.




References to General Hammonds views on

Renewals.

General Hammond lias a«lwavs meintained that

HRenewals contributions suould be on u proper life
basis ( i.e. cost — life) for was! ing assets.
P In paraprapns 190—182‘01" his 1921 Zeport Colowel wrmond
QL"’LW#dHL &) ( as hie thuen wus) considered the anestion ol &
o aners Renewals Punui. At tuat tire tlere wus no icn fund
except in rerara to the Railway Steuwrers. In orer
to uscertaln the sum whice 11 woulli Ce necessur) 1o
find for tue purpose oi re;lacement and renewals *he

Ruilway authorities were requestec o ire ure a list

of ussets considered as replacectle, o “ting .Puinst
ewch tue cost of replacement .t rices tien prevailing.
(Colonel iuammond indicutec tra' 0. tnere be wn
appreciabie full 1n rices re.ssescment woulu be

made accoraingl: ).

To the ti1eures of !'t—}:Q.L‘.H 2ost us

presentea by tie Hailway Jolonel mo

annual percentsges correspondin~ to tie estimated

lives of the various classes. / [u most cases

+

the percentages upplied were t:iose 11 torce on tue

South African Railwayrs). The ovemall jercenture

ol P '/}‘L% a worked out at 3.66 7.

Reference to this recommendat 1on was rude

at a meeting of tiie Bast African Guurun' eed Loan

Advisory Board held on 25.7.28. General :iammond
¥ Mgl 8 understood that since the date of his Report it
« ,
(‘,.. («?7/" w ) had been decided that a general charge of 3, should
be



I €

¥ 4%;*(‘ ?, wspt)

(et

»

be made on the total of the wasting assets ( this
was the rate in force from 1904 to 1928). He
recognised that although not us conservative as the
figures he had name., such a figure would be approved
by many esuthorities, being in fact bicher thev that
charged on some State Bailways. ile was prepared
therefore to accept this figure as guite sound
practice. ( He had always recommended Lowever that
wrere nrovision is mude for Sinking Pund thie renewzls
provisjon mieht lepitimately Ce reiucec ty an
equivalent amount . ) The Nommittee agreeu wit:n
General navmond's views, but comsicereu thit 11 thLe
gituat 10n admitted Sinkinp Puna provision shoulu ve
made in aidition t- tne renewals provision.
Ynen the 2ilway Administretion in l&Z9-3C

were putting up a csse for u reduction to ne

General lammond's views were soup.t. In a ls-oure
letterx( 7 on 16250/30 Kemya surmar: at
maintained nis view trut tune provicion ror ‘enfwals
sroulu be on a proper "life" b'c,sAQLut tuat a
deuuction should te mude equivalernt to the Tirxing
Fund provislon reprecenting LoaL Bxpendl ture on
wasting assets only).

The figure of 3.117 18 worked out trom tie
figures submitted by the Depurtmentil Committee
appointed by General Zhodes to consi.er the questiorn
of renewals contritutions. The report torms &n
annexure to (1) on 1625C/30 Kenye. On p..3 an
amount of £354,766 is recommended as the depreciation
contribution recommended on & papital value of
£11,407,266 - i.e. 3.11 %. General Hammond favours

the




’

the adoption of this figure because it is worked
out in the principle which he supbor):,s. .

Mr. 4llen in a note at 5A. on 16250/30
Kenya set out the figures recommended at various

t imes by different persons and bodies.




NOTE. Y

References to Genersl Rnmodes' view thut & cont*ibution

of 24 to ‘Renewals Fund is adequate for yasting ussets.

Infradastary.
b As from 1/4/21 net nrofits of the ienys smnd
q'w. H“# ) Ugunda Reilway ceased to be hunded over to the Lernyu

Government and were placed to the credit of & Ruilwuy
Renewuls und Betterment Fund.

From 1/1/24 this fund wes reconstituted snd

« the ¢mount distributed to (v) Renewale
L‘1 'f"c'hkl‘ (b) setterments.
LP‘;‘:;};‘:,VJ"';,‘) For the yeurs 1924-28 the Renewals rund wus
(HW'V’”/ credited at the rate of 3. on the cupitul cost of
Railway wusting ussets, (in sldition the coutributions -
in respect of the yeurs 1926 und 1927 Cb;cu;utea' at
571 on cupital value of Marine wustin assets were slso
credited to this Fund). Q
In the draft Estimutes for 192 the kigh
Commissioner for Transport reduced the percentuge from
3 to 2 end put up & case for this action in & desputch
[} v of 28/2/29).‘ He indicuted thut 37 was too high,
? ,yl,ﬁ‘)/ﬁit{) particularly uas it dpplied to originsl snd not to
((”" » diminishing velues, and he pointed out thut stunderd of
. . ! m&intel)vunoe on the Jenys and Ugunds Reilwuy was
i Ve » . compurhtiveiy high. Concurrently with the reduction

an interest reserve fund wes ualso being estublished.

48 the iressury hed muintained the view that

3;‘5 on wasting asaéts was not more than necessary the
High Commissioner was requested to put up e-bett e.

A



§ i
4 Departmenss_ Committee was appointed in

Kenye to exumine the gms =1lion of the smount of contri-
butions and the prirei=Il== to be followed.

From the re- »— 1t aﬁpeured thut on & life
basis the contribution wzould be 3.117%{0n puge 36 of the
report sn estimate 18 =_~=<x of the position ufter 10U
years &t vsrious percer ... ce rat‘ea) -

This report wm: = forwarded by the High
Commigsioner's despute= == 22/5/30 ( (1) on 16250/30
Kenya} which &leo forw==~_=4 u 15 puge memorunaumxby
Genmeral ihodes in supp:=- Sf the view thst 2,0 was an
adequate annusl coutrizz- _on, It wus suggested thut this
rate should be fixed f.- _) years and the position
reviewed 1n 1940. €= e Purd L0 be 400,000,

lenling & d=:_ <sion the rute for 143U hul been
fixed st 25,

The Colonie. _Zfice wus incliued to fuvour the
wdoption of u 2% rute =:- 1g yetrs but with & figure of
£600,000 for the Reserv: _ ung,

General HDummoits muintuined thet o proper life
busls should be udopte- Tubject to » deduction ecuivulent
to Sinking Fund charges == losm ixpenditure representing
wusting sssets,

4 Colonial === ce-ircusury Couference wus held

at which*_the Ireusury rs=z =esentutives expressed agreement

with the vi‘eﬁs of Gener=_ Zummond, who sttended. It was
sgreed that provision cz _ess than a life basis was unsuafe,
It was recogniied howevs= zhat in so faur ss ussets had

een agquired out of los== currying sinking funds, and as
here was no intention aF Te-borrowling on the puyment

these louns, the Rui _seay was ssddled with interest
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and sinking fund charges during the currency of the loens,

and with nothing for these charges ufterwsrds. For this

., resson there wud no strong objection to u reduced provision -

of 234 for renewsls during the currency of the louns
(1931-33) on condition thst short provisions during those
yeurs would be msde good in luter yeurs on a rlan subject
to Treusury sapproval, 4 declsion was reasched on those
line: subject to & further condition thet the urrangement
was n%} to be regorded us prejudicing in asny way the
decision to be taken by His HMujesty's Government in 1934
48 regurds the lisbility in respect of the cost of the
originul Ugsnda Reilway. a figure of L60U,000 wus ugreed
u;on for the Reserve Fund but no promise wus given us to
the dute by whiéh this umount would be uccumuluted.

The Reilway sdministration agein returrned to the
charge snd the High Commissioner for Trunsport's despatch
of 11/5/31 (1 on 17221/31 L) forwsrded & 19-puge
memorsndum by General ihodes., The Colonisl uifice re-
effirmed the esrlier deoisionQ

Subsequently it wus ugreed’ihut the 217 rute
should be continued in 1934 snd thet the ,uestion of the
rate for 1935 should be left opén pending cousiderution of

the Gibb Report.
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The loans on which the Railways and Harbours
Administrstionhb to meet Interest %Sinking Fund at

.present are detailed below:-

Loan Annual Char e;s Redemption
(I.& S.F. Dates
1921 £4,245,386 309,913 1946-56
1927 £5,000,000 300,000 1948-58
1928 £2,840,331 156,219 1950
1930 £1,166,091 64,135 1961-71
£13,251,808 830,267

It seems,m\ that the Sinking Fund

contributions may not prove sufficient to effect the
complete amortisation of each loan by its final
redemption date K and some further borrowing may be
necegsary; but on the assumption that each loan is
repaid at and not before the final date, the annut;l

charges on the Railway Administration will diminish

as followa:- Q

1934-1950 £830,267
1950-1956 £674,048
1956-1958 £364,135
1958-1971 £ 64,135
1971 onwards NIL




jrr— o Y— SUDAN GOVERNMENT- /4
TELEGRAMS OVERsEAS LONDON OFFICE, -
“HUDANRLOGY, LONBORNLY - WELLINGTON HOUse, AH/WB.
m’.u| BUCKINGHAM GATE,

. LONDON. S.W.1

L.0, 2806.8/20. 4th April, 1934,

Sir,

In reply to your letter of March Yth, No. 23029/34, I
enclose a copy of each of the two Reports of 1924 and 1931 made
by S8ir ¥elix Pole on the Sucan Railways. I enclcse &lso a cop
of the Questionnaire and Answers in connection with the Report
of 1924.

I am instructed to say that thesas documents are for
confidential use in the Colonial Office und it is r=juested that
they should not be wade public, either in whole or in rart,
without further reference to the Sudan Sovernment.

" 1 am,
Sir,

Your obedient se@t,

Controller,
Sudan Government London Office.

The Under Secretary of State,
Colonial Office,

Downing Street,
S.W.1.




GOVERNMENT HOUSE,
’ KENYA,
EAST AFRICA.

9th February, 1934.
¢ ]
/)\11 J}M /h @/4 5

I enclose a secret letter which I have written to
the Chancellor. I should like Clauson to see it and con-
sider it. ’

I telegraphed to you about my journey home. The
doctors want me to do the whole voyage by see so I hope to
arrive at Tilbury on the 15th March. I have usked you to
let the people at Aden and Port SudAn know of my visit. I
also asked you to get in touch with the Juez Canal Diré;tors.
You might ask Neville Chamberlain; I rather think the; made
some arrangements for him by which he motored along the Canal
and either stayed or dined at ;::y-place at [smalia, or
wherever it is.

il

My other places are Genoa 6th warch whieh, if I
have the time I should like to go out te Portuofino. You
might ask the Foreign “tfice to send me a Laissez Passé;for
Italy and France as it may be useful in getting off the boat
quickly. We stop at Marseilles on the 8th, Majorca 9th,
Gibralter 10th. Please let Harrington know about Gib.




Q , GOVERNMENT WOUSE,

KENYA,

EAST AFRICA.
% .

I am making splendid progress and doing just whatever I
am told.

Sir John Maffey. K.C.M.G., K.C.V.C., é&c. Q
-The Colonial Office.
LOND(N. S.W.1.
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9th Pebruary, 1954,

| ﬁLi Ro fhowile

Pirst of all my most grateful thanks to you and Anne
for all you aid for Mollfe. The fact that I aa dlctating this
letter to you is the best proof of the stage ny convalescence
has reached. ‘

I have been tumning over pretty thoroughly the 3
econoaioc pohtun of this Colony. They have, of -course, been 1

terribly hit not only by the price slump, but also by peculiar

perils in the way of Locusts and drought.” The Loousts bave
not affected the coffes; the drought of course has.

As the t of my cogitations I wish you would
consider the possibility of dwbnng' the preference on coffes
by reising the duty en foreign coffeed;Bd, and leaving Eapire
free. This would be asalogous to the aotion which we took
over sugar, except that 1t vould cost you little or nothing
in revenue. I dont think anyone at home would grouss much
about the extra tax, foF coffee in our country is a luxury.
Bor, indesd, is 54 an wnreascnadble rate of preference; speaking
fros wemory I thiok that the preference we recreated on tea |
was 44.

™eeeceee
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SECREY. 3.

The advantages I gee in this course are the following.
Ve should be doing something to help the most valuable export
crop in the Territory. Incidentally, we should be helping
Tanganyika and Uganda; directly in so fur as they produce
Arebica for sale onvthe English nmt/ and indirectly because
I gather the price ef—the-oae and the sales of “he Arabica do
affect Robusta and vice versa. The coffee production on the
whole is efficient and, in some cases, brilliantly efficient.
The industry is well organised and is becoming still better
organised. Prices which beve been maintained relatively to
other commodities bhave, in recent months, been heavily cut.
There is a bit of a rise at presen the very highest grade will
always coamand a definitely remun e price) but, broadly
speaking, prices have sagged badly owing to Columbian and
Brasillian competition.

I feel that the stimulus of an added preference would
come just at the right moment. 1t would help me and the
Government here to turn down olaiams for Government assistance
and Government loans which I have been doing ruthlessly. I
think the increased preference would also tend to make the
Brasillian and Golumbian see that we were definitely out to
protect our om market and that they had better go in for an

L . L. ettestive....d

.' 8 M
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effective control of their own production and export in order to
maintain a remunerative price. A /i he Lo4il M Ak / cay

ced il R ‘Inoidentally, coffee production is linked up in a

strange way with the most acute native problem of over-production
of stock. The ablest coffee man in the country tells me that
he bas proved, without doubt, that it pays handsomely to use
animal fertiliser. Kow the only solution of land erosion and
exhaustion in the Reserves by excessive stock is compul gory
oulling. But unless you can offer the native price for the
cattle you take there will be a revolution. Cnly apparent

solution a series of blood and bones factories to make manure.

My coffeo friend tells me that he thinks there would be an
impediate and increasing desand fee plantations for this
mmre. But of course iif" the average farmer is getting a
m-puyiu price he can't afford to buy fertiliser.

' 'As pegards other crops I think I am satisfied that no
further belp is necessary. I hope that there is an entirely
new bmp‘ot opening for Sisal. A new decorticating machinery
has been designed and is in operation on one of the most
progrossive plantations which looks as if it will entirely
revolutionise the cost of production. S50 interesting is this

that.....
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that one of the biggest Jute firms has been making investigatian
and is considering eatering on sisal production here because
they think the new prices will cut out Jute.
There is nothing to be done for Maize.
‘depend aon the world price. This year they have a short crop
and they will get better prices, but there ig nothing we can do
to help except o pursue the policy of raising world pripeu.
Essential oils are quite interesting ana Sl
They are indeed doing good trade in one or two, Pyrethm‘l‘and .

/
Geraniua, ang a big chemist who came out with me is M
Py : . b
intesested Join:.,vuh growers in pujting

up some stills for other oils which are now chiefly produced
in the United States or the French Colonies.

Wattle is a steadily X Neasing trade, thancs to the
ten cent duty on tanning.

They are making money on Tea. They have their own
local market .lnadomg o on the restriction scheme; but they
must not d"olqi this too uoh/ as they really are drawing all
the benefits of the restriction scheme but have not incurred
any of its cbligations. :

Sagar is covered satisfactorily by internal pro=-

Nt‘tm- and by our mew allotment of ocertificates.

They aust

i

Dairy.....
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Dairy produce has its local market and certain limitroph
markets. . For the rest it sust take its chance with the
Dominions./s o%vs. .

Bchtnd all this there looks like building up f‘solld
ntmcture or tho Gold unlutry.

I add only onq other word because it touches the
general rimmchl lt_rnotum of the Colony. As you know, Kenya
carries the whole of the capital debt of the kenya Uganda
Railway. This ought, in equity, be borne in a fair proportion
between Kenya lnd Uguxh. " I found on discussing the matter
vith Bourdillen that he would be very ready on merits for Uganda
i fomliy to assume a fair proport of this obligation. iie
wald that they always felt &t a di antage in Rallway matters
because Kenya could say that theirs was the whole liability and
therefore they ought to have the say in fixing rates but whereas
if Uganda had a real financial pertnership then they would be abl
to deal as a partner. !thinkthi-iaallvorysmdudl
lhould like ay people and ,youu to go into it together, and 1
Mld liko to nmng. &s proposal from Uganda that they
should asswee part qf'th mpnm. At the present time the
Railway.....

|




Railway is doing well and this year's working shows a

satisfactory surplus.
Love to you both.

Yours ever,

7k
#

Q

The Right Honourable Neville Chasberlain. P.C., K.P.
Chancsllor of the Exchequer.

LONTON.




SUDAN

g . SOWEST, LONDON. " FEC/WB. L0
. ’ LONDON OFFICE, !’ -
"sunnllol.ocv, LONDON." WELLINGTON HOUSE, ¥ / Q /

BUCRINGHAM GATE,

J
' vicTofliA es1s
LONDON. S.W.1.

g

<FL 2806.8/20. e £EpD / 13th March, 1934,

Sir,
I have to acknowledge receint of your 1etter.).’o.

X 23029/34 of the 9th instant requesting & copy of each ot tr. (wo
Reports made by 3ir Felix Pole on the Sudan Railways, whict is
being referred to the Sudan Government Authorities for necessary
action. Immediately a reply is received. I will communi-ate
with you again,

1 am,

eir,

| ) Your ohedlenthant,

The Under-Secretary of State,
Coloniel Office,

Downing Street,
ST P
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® Downing Street, S.W.1.
3rd March, 1334.

Dear lr. Borland,

Many thanke for your letter
of the &nd of March about the arrange-
mente for Renewal Funds on the Argentine
Reilways. We are.very grateful tor the

trouble which you have taken in riving

us the information in vour letter.

Yours very trulv,

(CSigned) F. ¢ TER,

J.&. Borland, isq.,
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® Downing Street, &.:.1.
3drd March, 1234.

Dear Kr. Borland,
Many thenke for your let‘er
of the &nd of March about the arrange-

mente for Renewal Funds on the Argentine

Beilways. We are very grateful for the

trouble which you have taken in siving
us the information in vou tter,

Yours very trulv,

(Signed) P ¢ TRR,

S. Borland, ksq.,




TELEPHOME : METROPOLITAN 5238. RIVER PLATE WOusE,
.

FINBBURY CIRCUS

LONDON,EC 2

F.G. Lee, Esq.,
Colonial Office,
Powning Street, C.W. 1.

Dear sir,

‘>

In reply to your letter uf the 1/th ul®imo i
Holt, I send you the following iuform:.tion whiel I *

to Mr. Follett

Fiie bal .
prove lfelp

The principle established for the bull Hng up of “enewal Fund.
Argentine Railways is determined by the following Article

Contract Law governing the rullway concecolons, numely:-

on tle
om tha

eatracted fr

"The Companies muy cturge in esucl. finur
indicated in this article, tre sums th.* irsw
may justify, it being understond thut these -~ume hay o
the prior consent of the Fxecutive Power, the co-effi-~
mentioned below as applicuble t
that should the present
such manner thet said co-e°7
that should reasonably ‘e mude fo: !
Executive Power from time to time, wui w'en Just
the Companies, shall autburlse sucl. Ldditions,
annuel co-efficients for the wd¥itions! reserves
be necessury through the ulterre. umetunces or
occur.  The co-efficient which [, now cstubll
thls article 1s as follows:-

Qekor. (1)

For the amount - sgonding ¢- ¢ PR e
account destined 1. the renewul oF by R Ty
aetallic part of *:liges, culvert Spunc, ‘ele
signals, locomotiv =, rolling stocs, 7.,
wharves, and ligh' .i.? | swer Instellaticna:
their value shall F. t.sen."

The 23% is now calculated upe . L replucement v

In practice it hes been found -
earnings sufficient to muke the contribu
make anarbitrary wllocution of 7% of their sr

3

Lave not soruila. e,

5, and have i

s o]
vSs receipts. In this way whe:.
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3 N ’ ' 5" b’b
©  traffics are good the contributions to the fund proportionately increase without
forming a burden, whilst in light traffic years the contributions automatically

are reduced thus giving a relief to net revenue.

The 2}% was originally calculated upon the assumption that these sums

would be invested and therefore on a basis »f 5% compound interest would provide

. sufficient funds to renew all wasting assets within a period of twenty years.

In practice these sums have not been invested at cxmmd interest, the interest
earned on any invested funds being taken into met re¥enue each year, and it has

been found that contributions, either on the basis of 23 of replacement value

or 7% of gross receipts, have more than covered any demands upon Remewal Funds.

"1 should make it élear that in respect of locomotives, rolling stock, or
any other plant, ordinary current maintenance goes direct against revenue and
not against the Renewal Fund: - for instance, in the case of a new boiler being
supplied for a locomotive, this would be charged ageinst current revenue and not
against Renewals, the Renewal Fund being responsible only for replacing the
locomotive at the end of its life.

B

Ho contribution is made in respect of buildings and any demolition of

these has to be charged against the current revenue of the year in which the
demolistment takes place.

If there 1s any further information that you may require as to the
detailed working of the Renewal Funds, I shall be only too willing to give it
to you.

Q Yours faithfully,

otod

Private Secretary.




Any fnrther communioation on this subject slould
be .

‘elephone :—
‘ Whitehall 8140. 1.0. Ext. No.

T

and_the followi nce quoted :—
P, 1338/34.

e for Ind LNDIA OFFICE,
. U iry of State for India,
B UThaia Ofice, | WHITEIALL,

London, BW. 1,

LONDON, S.W. 1

20

s Lot _2’ * March, 1934.

; R Er !
{ - !
{

|
Sir, [\C O

5 I am directed to refer to your letter of the
23rd February last, No. 23029/34, regarding the
contribution to renewals in the case of the Kenya and
Uganda Reilway, and to forward, for the information

/ of Sir Philip Cunliffe-Lister, a brief memorandum
explaining the provision for depreciation on the Indian
State Railways system.

I am, Sir,
Q Your obedient Servant,
Re 0 Souir bnoe, -

L}["" Financial cecretary.

The Under Secretary of State,
Colonial Office,
- S.W.1.




Provision for Depreciation
on the Indian State Railways.

Briefly, the main features oI the present

drrangements are as follows: -

(1) The depreciation fund is intended to provide for the
original cost of each particular unit of wasting
assets by the time that the useful life expires,
and the contribution is the total cost divided
by the prescrjbed life. Consequently the
provision continues during the whole period of its
prescribed life and ceases at the end thereof
irrespective of when it is replaced.

On replacement the original cost of the new
articlte is found from the depreciation fund and
the difference between the original cost and the
replacement cost is debited or credited to capital
according as the cost of replacement is more or
less than the original cost.

The depreciation fund deals only with whole units
(as prescribed in the rules) and the annual
contributions from revenue are based only on these.
Similarly, it is only when whole units are ,
replaced that the fund is drawn upon; when
portions of units are replaced, the cost is charged
to revenue direct along with ordinary repairs.

The depreciation f oes not provide for the
replacement of what called non-wasting assets,
e.g. land, works technically described as
formetion (earthwork, tunnels, walling and side
drains), fencing and ballast. Fencing and
ballast were excluded from the operation ot the
fund as the expenditure on such replacements did
not vary widely from year to year, and the others
were excluded in view of the fact that they had
" 80 long a life that it was not necessary to
provide in the fund for their replacement. It
was considered that it would be preferable, should
large expenditure be involved in such reconstruction,
- in individual cases, to make special arrangements
for the expenditure, such as borrowing it from
the depreciation fund or from capital and
recouping the expenditure equated payments from
revenue sepread over a serigc of years.

The contribution under the present rules

expresaed as a percentage of the total capital at

charge is shown' in the table below:




) ’ (Crores of rupees.) .

; i 1] C) Appropriation
Year. i of _EL%._ Percent-
; previous year. Depreciation. ~age.
1924-25 621 10.35 1.668
1925-26 ‘.... 635 10.67 1.68%
1926-27 ceee 654 10.89 1.66%
1927-28 «..s 681 12.38 1.67%
1928-29 .... 714 12.00 1.68’%
1 1929-30 .... 739 - - 12.59 1.70%
1930-31 .... 770 13.07 1.70%
193132 .... 783 13.46 1.72%
1932-33 .... . 790 13.75 1.74%
1933-34 .... 791 13.75 1.745
X Sq 1339,
- | The resultant percentages given above are prdbably
not comparable with the figure of 3.11 per cent. given in
~ paragraph 2 of the letter from th lonial Office, first
because of the special method of de¥ling with "non-wasting
} assets®, and secondly because "Capital at Charge" on the Indian
Railways includes many elements for which a Depreciation Fund
is not requ;_s.d, e.g. premia paid to roiliay companies when

tho‘i’r lines were purchased by Government; assets not liable

to depreciation, i.e. land; expenditure for which

depreciation is provided for ssparately (collieries and stores).

If the items in the second category were excluded, the figure
* of "Gapital at Charge® might be reduced by aa much as Rs. 100

:rex"os. “Capital at éhn.rgc' also oontaix\x; a large amount in

respect o.{ 1ntu:olt Mso‘d.to capital during the construetion

of lines, i.e. ore tloy were open to traffic and began to

r reduction of Bs. 100 crores might be




Dav ies: ') (1

N h"lo\ﬁ‘g

March 193«

e

I am e'c. to inform you

: Sir,

DRAFT.

that it is desired to corpare
THE CONTROLLER
SUDAN GOVERNMENT OFFICE.

in certain respects the working
of the finances oI the ’r’.f~nya-ww3
Uganda Railwayg with that of the
o U
Sudan Government Railwayﬁji)'(or
N this purpoZgt would be much
\ appreciated 1f you Would forwarc
@
\ to this department a copy of

each of the two reports which

Sir Felix Pole is understooa to

ACTION. ‘ have made on the Sudan Railvays

S S a8 & result of his visits tey

\ :
\\ /. that~countsy in 1924 and 1930

respectively.

Iam ete.

lgned) J. E. W. FLOOD
74} S
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27th February 1934,

Dear Nr. Graham,

Many thanks for your letter of the 23rd of
February, and for the translation of the krgentine Law
controlling the National Reilways in that country. I will
see that this is returmed to you in due course.

I assume that Sir Follett Holt's Secretary will
forward to me later the memorandum which you have been good
enough t> prepare on the subject of the Reneval Fm;ds set
aside by your Company.

Yours vQ.nﬂy.

(“igned) P, G. TPR

Rupert Grehem, Esq.
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BUENOS AYRES WESTERN ‘RAILWAY LIMITED. b‘i

~ RIVER PLATE HOUSE,

TELEGRAPHIO ADORESS,
“PENUACO, AVE, LONDON"

. SEGRETARYS ospr. FINSBURY CIRCUS,
“ TRLEPwONE, \

LITAN 1420,
2 g o LowDoN.

. .C.2. (him)

' Dear Nr. Lee,
I dave sent to Sir Follett Holt's Secretary a short

memorandum en the sud jeot of our Renewal Funds giving a
Teference to Law No. 5315, which is the nug::l'r/i-;:n:ontroui
the Fational Railways. 4 National Railway in the Argentine
Sense is a Railway which sonneots or runs through two or 'nm
Provinces. The Buenos Ayres Western is a National Railway.

‘ As it might be useful to you, I am enoloeing & copy of

) 4 the Law; would you mind returning it ta—n when you have
finished with it as we are short of apare copies. There is

no hurry about “m I will write to our People and ascertai:

whether we can sesure a few more. - If so, you can of sourse
keep the one I am sending to you.

If there is anything further Jou would like to know,
Please 40 not hesitate to ring me up. ‘

!on?u.
. I am sending the pamphlet "“""’M

direet to 80 as_to make gure
‘of g0t mmummouu:

" well’ m to refer 4. this -u-uu. :




BUENOS AIRES

B

TRANSLATION of LAW No_ 5315

- (“MTRE " LAW)

DECREE

DATED 30th. APRIL, 1808, REBULATING LAW No. 5315
; AND
AW Mo, 18,857
(ELUCIOATORY OF (AW, No. 5315) -

BUENOS AIRES
“MARCH, 1922



PRIVATE

BUENOS AIRES WESTERN RAILWAY. Lro.

*

TRANSLATION oF LAW No. 5315

(“MITRE” LAW)

DECREE

il

DATED 30th. APRIL, 1908, REGULATING LAW No. 5315 *

AND
LAW No. 10,6567

(ELUCIDATORY OF LAW No. 5315)

(]

BUENOS AIRES

MARCH, 1922




LEY N° 5315
SOBRE CONCESIONES DE FERROCARRILES

Buenos Aires, Octubre 1.° de 1907.

POR CUANTO:

EL SENADO Y CAMARA DE DIPUTADOS DE LA
NACION ARGENTINA, REUNIDOS EN CONGRE-
SO, ETC., SANCIONAN CON FUERZA DE

LEY:

Art. 1.° Todas las concesiones de ferrocarriles,
sean lineas principales o ramales que en adelante
se acordaren, serin regidas por las cldusulas de la
presente ley, de acuerdo con la Ley General de
Ferrocarriles No. 2873. .

Art. 2.° El tren rodante, el peso de los rieles
y accesorios y los demis materiales que se empleen
en la construccién de la linea, se especificaran en el
pliego de condiciones que deberi ser sometido a la
aprobacién del Poder_ Ejecutivo.

Art. 3.° Dentro del plazo de seis meses, conta-
dos desde la promulgacjén de cada ley de conce-
si6n, el concesionario firmar4 el contrato respectivo.

En cada concesién se fijard los plazos dentro
de los cuales deberin presentarse los estudios, dar
principio y término a las obras y se estableceran las
multas en que incurrird el concesionario si las obras
no se terminasen dentro del plazo convenido.

12

TRANSLATION

LAW N° 5315
("MITRE"” LAW)

RELATING TO RAILWAY CONCESSIONS

WHEREAS :

THE SENATE AND CHAMBER OF DEPUTIES OF 2|
THE ARGENTINE NATION, ASSEMBLED IN k
CONGRESS, SANCTION AS

LAW:
-

Art. 1. All railway concessions, be they main
lines or branches, which may be granted in the fu-
ture, shall be ruled by the clauses of this Law, in
conformity with the General Railway Law, No. 2873.

Art. 2. The rolling-stock, the weight of rails
and accessories, and the other materials which may
be employed in the construction of the line shall be
specified in the schedule of conditions which must
be submitted for the approval of the Executive Power.

Art. 3. Within the term of six months, counted
from the date of promulgation of each concession-
law, the concessionaire shall sign the respective con-
tract.

In each concession the periods within which the
surveys must be presented and the works commen-
ced and terminated shall be fixed, and the fines
which the concessionaire will incur if the works are
not terminated within the agreed period shall be
established therein.




LEY N° 5315

SOBRE CONCESIONES DE FERROCARRILES

Buenos Aires, Octubre 1.° de 1907.

POR CUANTO:

EL SENADO Y CAMARA DE DIPUTADOS DE LA
NACION ARGENTINA, REUNIDOS EN CONGRE-
SO, ETC., SANCIONAN CON FUERZA DE

LEY:

Art. 1.° Todas las concesiones de ferrocarriles,
sean lineas principales o ramales que en adelante
se acordaren, serin regidas por las cliusulas de la
presente ley, de acuerdo con la Ley General de
Ferrocarriles No. 2873. .

Art. 2.° El tren rodante, el peso de los rieles
y accesorios y los demis materiales que se empleen
en la construccién de la linea, se especificaridn en el
pliego de condiciones que deberd ser sometido a la
aprobaciéon del Poder Ejecutivo.

Art. 3° Dentro del plazo de seis meses, conta-
dos desde la promulgacién de cada ley de conce-
sién, el concesionario firmar4 el contrato respectivo.

En cada concesién se fijar4 los plazos dentro
de los cuales deberin presentarse los estudios, dar
principio y término a las obras y se establecerdn las
multas en que incurrird el concesionario si las obras
no se terminasen dentro del plazo convenido.

TRANSLATION
LAW N° 5315
('MITRE" LAW)
RELATING TO RAILWAY CONCESSIONS

WHEREAS :

THE SENATE AND CHAMBER OF DEPUTIES OF
THE ARGENTINE NATION, ASSEMBLED IN
CONGRESS, SANCTION AS

LAW:

Art. 1. All railway concessions, be they main
lines or branches, which may be granted in the fu-
ture, shall be ruled by the clauses of this Law, in
conformity with the Genera) Railway Law, No. 2873.

Art. 2. The rolling-stock, the weight of rails
and accessories, and the other materials which may
be employed in the construction of the line shall be
specified in the schedule of conditions which must
be submitted for the approval of the Executive Power.

Art. 3. Within the term of six months, counted
from the date of promulgation of each concession-
law, the concessionaire shall sign the respective con-
tract.

In each copcession the periods within which the
surveys must be presented and the works commen-
ced and terminated shall be fixed, and the fines
which the concessionaire will incur if the works are
not terminated within the agreed period shall be
established therein.
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Art. 4° Antes de firmar el contrato, el conce-
sionario depositard en ¢l ‘Banco de la Nacién Ar-
gentina, como garantia, la cantidad de doscientos
pesos moneda nacional (§ 200.00 m/n.) por cada ki-
l6metro de via, en efectivo o en titulos nacionales
de renta, la cual le sera devuglta, proporcxonalmeme
a medida que avancen los trabajos.

Art. 5.° Si el concesionario no firmase el con-
trato, no presentase los estudios completos, no diese
principio a las obras, o no terminase los primeros
cincuenta (50) kilémetros de via principal, dentro de
los plazos que se establecieren de acuerdo con el
articulo tercero, la concesién quedard caduca, salvo
caso de fuerza mayor declarado por el Poder Ejecu-
tivo, con pérdida del depésito de garantia. En tal
caso, el depésito serd transferido por el Banco de
la Nacién a la orden del Consejo Nacional de Edu-
cacién.

Art. 6.° Por cada mes de retardo en la te i-
nacién de los trabajos, la empresa abonard un.  ul-
ta que fijara el Poder Ejecutivo en el pliego de con-
diciones y se tomara del depésito de garantia. Si
agotado el depdsito, la empresa llegase a adeudar
mas de dos meses de multa, la concesién queda-
ra caduca con relacién a la parte de linea no cons-
truida.

Art. 7.° Quedan sujetas a expropiacién por cau-
sa de utilidad publica, las tierras cuya ocupacién
sea necesaria para las vias, estaciones, talleres, gal-
pones de carga, etc., de acuerdo con los planos que
en cada caso apruebe el Poder Ejecutivo, quedando
el concesionario respectivo autorizado para gestionar
su expropiacién con arreglo a la ley general de la
materia. o

Art. 8.° Los materiales y articulos de construc-
cién y explotacién que se introduzcan al pafs, serdn
libres de derechos de aduana debiendo regir esta fran-
quicia hasta el 1.° de Enero de 1947. La empresa pa-
gard durante este mismo plazo y cualquiera que sea

sl

Art. 4. Before signing the contract the conces-
sionaire shall deposit in the Bank of the Argentine
Nation, in cash or in National Bonds, as guarantee,
the sum of $200.00 paper for each kilometre of line,
which sum will be returned proportionally as the
works proceed.

Art. 5. If the concessionaire should fail to sign
the contract, present the complete surveys, commen-
ce the works, or to terminate the first fifty kilome-
tres of main line within the periods that may be
established in accordance with Article 3, the con-
cession shall become void, save in case of force
majeure declared as such by the Executive Power,
with loss of the guarantee deposit. In such case the
deposit shall be transferred by the Bank of the
Argentine Nation to the order of the National Coun-
cil of Education.

Art. 6. For each month's delay in the termina-
tion of the works, the Company shall pay a fine
which the Executive Power will fix in the schedule
of conditions and which will be deducted from the
guarantee deposit.

If, after the guarantee deposit is exhausted, the
Company should come to owe more than two months’
fine, the concession shall become void in respect of
the part of the line not constructed.

Art. 7. The lands which it may be necessary
to occupy for the lines, stations, workshops, goods
sheds, etc., are subject to expropriation, in accor-
dance with the plans which, in each case, may be
approved by the Executive Power, the respective con-
cessionaire being authorized to negotiate their ex-
propriation in accordance with the general law on
the matter.

Art. 8. The materials and articles for construc-
ting and working imported into the country shall be
free from Customs Duties, and this franchise shall
remain in force until the 1st. of January, 1947.

The Company shall pay during this same per-




— 6 —

la fecha de su concesi6n, una contribuci6n Gnica igual
al tres por ciento (3 %) del producto liquido de sus
lineas quedando exoneradas por el mismo tiempo de
todo otro impuesto nacional, provincial y municipal.

Se establecerd el producto liquido reconociéndo-
se como gastos el sesenta por ciento (60 %) de las
entradas.

Si los gastos excedieran de este limite, en tres
aflos consecutivos la empresa deberd demostrarlo a
satisfaccién del Poder Ejecutivo.

El importe del tres por ciento (3 %) del produ-
cido liquido serd aplicado a la construccién o man-
tenimiento de los puentes y caminos ordinarios de
los municipios o departamentos cruzados por la li-
nea, en primer término de los caminos que conduz-
can a las estaciones, y en proporcién a la extensién
de vias en cada provincia.

El Poder Ejecutivo depositara en cuenta especial,
en el Banco de la Nacién Argentina, las cantidades
que las empresas abonen en cumplimiento del articu-
lo octavo. Sin perjuicio de las sumas votadas para
el mismo objeto por leyes especiales y por la de pre-
supuesto, no podrd darse a este fondo ningin otro

sente ley.

Art. 9.° Las tarifas de pasajeros y de carga se-
ran intervenidas por el Poder Ejecutivo, cuando el
promedio del producto bruto de la linea en tres afos
seguidos, exceda del diez y siete por ciento (17 %
del capital en accciones y obligaciones reconocido
por el Poder Ejecutivo y siempre que los gastos no
excedan del sesenta por ciento (60 %) de las entra-
das. Si la proporcién de gastos fuera mayor en tres
afios consecutivos la compafiia deberd demostrarlo
a satisfaccién del Poder Ejecutivo y en tal caso €l
limite de intervencién se“elevar® proporcionalmente,
A estos efectos, el capital sera fijado por el Poder
Ejecutivo al abrirse la linea al servicio piblico, y no
podrad ser aumentado sin consentimiento del mismo.

Art. 10. El transporte de los materiales y arti_

destino que el expresamente determinado en In‘preQ
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iod, and whatever may be the date of its conces-
sion, a sole contribution equal to 3 7, of the net re-
ceipts of its lines, being exonerated for the same
period from every other National, Provincial and
Municipal tax. The net receipts shall be established
by recognizing as expenses 60 7, of the receipts.
If the expenses should exceed this limit in three
consecutive years, the Company must prove it to the

satisfaction of the Executive Power. The amount of ———

the 3 % of the net receipts shall be applied to the
construction or maintenance of the ordinary bridges
and roads of the municipalities or departments cross-
ed by the line, primarily of the roads which, lead
to the stations, and in proportion to the length of
lines in each Province.

The Executive Power shall deposit in a special
account in the Bank of the Argentine Nation the
amounts which the Companies pay in compliance
with article 8. Withofft prejudice to the sums voted
by special laws and by the Budget Law for the
same object, these funds may not be used for any
other purpose than that expressly determined in the
present law.

Art. 9. The passenger and cargo tariffs shall |

be intervened ‘in by the Executive Power when the
average of the gross receipts of the line in three
consecutive years exceeds 17 7, of the capital, in
shares and debentures, recognized by the Executive
Power, and always provided that the expenses do
not exceed 60 7 of the receipts. If the proportion of
expenses should be greater in three consecutive years,
the Company must prove it to the satisfaction of the
Executive Power, and in such case the limit for in-
tervention shall be raised proportionately. For this
purpose the capital shall be fixed by the Executive
Power on the line being opened to public service.
and may not be increased without the consent of
same.

Art. 10. The transport of the materials np;l ar-
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culos de propiedad de la Nacion destinados a la
construccién de obras puablicas nacionales y de las
obras puablicas provinciales, autorizadas por leyes del
Congreso, serd aforado en un cincuenta por ciento
(50 ,.) de las tantfas ordinarias. En iguales condi-
ciones serdn aforados los transportes militares, ar-
ticulos de guerra, empleados nacionales, oficiales y
soldados en comisi6n del Gobierno, inmigrantes cx-
pedidos por la oficina central del ramo; 1gual fran-
quicia gozaran los empleados provinciales de policia
y los telegramas oficiales

Art 1. Las tanfas de las lineas telegraficas
para ¢l uso del publico, seran las mismas que las
del Telegrato Nacional

L.os aparatos y matenales de la linea telegran-

ca deberan ser aprobados por el Poder Ejecutivo.

Art 12 L emipresa estara obligada gratuita-

mente ;

1 A transportar en depdartamentos espec s
donde puedan clasificarse las cartas e irupre-
sos, las valijas de la correspondencia v los
cimpleados que las conduzcan

A tender paralelo o su linea y en toda su
extension un hilo telegratico que serd entre-
gadu al Gobierno para su explotacién, quedan-
do la empresa encargada de su conservacion,
Sinocargo alguno para el Estado.

A destinar un local especial en las estacio-
nes principales para oficinas de correos y te-
legratos
17 A permitir el empalme del telégrato nacio-

nal con su linea
9% A establecer en sus puentes principales,
donde o quicio del Poder Ejecutivo fuese ne-
CESATIO, UN Dasd)e para jinetes.

Art 14 En cualquer tiempo el Poder Ejecuti-
vo podra ordenar a la empresa transforme en movi-
bles, win indemnizacion alguna, los puentes sobre los
rios v canales que sean declarados navegables.

o —

ticles belonging to the Nation and destined to the
construction of National Public Works and of Pro-
vincial Public Works authorized by laws of Congress,
shall be assessed at fifty per cent (50 . ) of the or-
dinary tariffs. Military transports, war materials, na-
tional emiployees, officers and soldiers on government
service, and immigrants despatched by the Central
Office of the Immigration Department shall be simi-
larly assessed. The same privilege shall be enjoyed
by the Provincial Police employees and the official
telegrams.

Art. 11. The tariffs for the use of the tele-
graph line by the public shall be the same as those
ot the National Telegraph. The instruments and ma-
terials of the telegraph line shall be approved by
the Executive Power

Art. 12, The Company shall be obliged gra-
tuitously:

1) To transport in special compactments, where
the letters and printed matter ¢an be classi-
fied, the mail bags and the employees in charge
of same.

2) To place parallel to the line and throughout
its length, a telegraph wire which will be
handed over to the Government to be worked,
the Company being encharged with its main-
tenance without any charge to the State.

3) To set apart special premises in the prin-
cipal stations for the Post and Telegraph
Office.

4) To permit the junction of the National Te-
legraph line with its line.

5) To provide a passage for horsemen on its
principal bridges where, in the opinion cof the
Executive Power, it be necessary.

Art. 13. The Executive Power may at any time
order the Company to transform the bridges over
the rivers and canals that are declared navigable,
into moveable ones, without any indemnification.
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Art. 14. Los estudios definitivos y los traba-
jos de construccion, serdn inspeccionados por el Mi-
nisterio de Obras Publicas, siendo de cuenta de la
empresa concesionaria los gastos que ocasione la
inspeccion

Art. 15. Tanto la construccién como la explo-
tacion de las lineas, estardn sujetas a la ley genc-
ral dc ferrocarriles y a los reglamentos de policia e
inspeccion dictados o que se dictaren. El domicilio
legal de la empresa serd la capital de la reptiblica.

Art 16, La Nacion se reserva el derecho de
expropiar en cualquier tiempo las obras concedidas
por el monto del capital reconocido, aumentado en
un veinte por ciento (20 %)

Art 17 Las concesiones de ferrocarriles podran
ser transfendas a terceros con autorizacion del Po-
der Ejecutivo, pero la transferencia de la concesion
o del ferrocarril y el arrendamiento do éste no po-
dra hacerse a otra empresa ferroviaria cxistente en
el pais, ni efectuarse la refundicién de su adminis-
tracion con la de ferrocarriles de otras empresas sin
autorizacion del Congreso.

Art. 18 La empresa podra construir pequenos
ramales no mavores de treinta kilémetros, para li-
gar establecimientos industriales o rurales, previa
aprobacién de sus planos por el Poder Ejecutivo

Art. 19 Las empresas de ferrocarriles existen-
tes podrin, dentro del plazo de seis meses, contados
desde la promulgacién de esta ley, acogerse a los
beneficios establecidos en el articulo octavo, siempre
que se sometieran a las condiciones establecidas en
el mismo articulo octavo y en el articulo noveno.

Art. 20. A la expiracién de sus actuales fran-
quicias, las empresas de ferrocarriles existentes que
no hagan uso de la opcién contenida en el articulo
anterior, pagarin todos los impuestos vigentes que
les correspondan. quedando en lo demas sometidas
. las prescripciones de la presente ley, en cuanto
no altere derechos adquiridos

-— 11

Art. 14. The definite surveys and the construc-
tion works shall be inspected by the Ministry of
Public Works; the expenses occasioned by this i_n—
spection being for account of the concessionaire
Company

Art. 15. Both the construction and working of
the lines shall be subject to the General Railway
Law and the Police and Inspection regulations in
force or which may be issued.

The legal domicile of the Company shall be
in the Capital of the Republic.

Art. 16. The Nation reserves to itself the right
to expropriate at any time the works conceded, for
the amount of the recognized capital, plus 20 %.

Art. 17. The railway concessions may be trans-
ferred to third parties with the authorization of the
Executive Power, but the transfer of the concession
or of the railway or the leasing of the latter may not
be made to another Company existing in the Coun-
try, nor may its administration be amalgamated with
that of railways of other Companies, without the
authorization of Congress.

Art. 18. The Company may construct small
branches, not longer than thirty kilometres, for con-
necting with industrial or rural establishments, on
approval of the plans by the Executive Power.

Art. 19. The existing Railway Companies may,
within the period of six months counting from the
date of promulgation of this law, avail themselves
of the benefits establised in Article 8, provided they
submit to the conditions established in the same
Article 8 and in Article 9.

Art. 20. At the expiration of their present
franchises, the existing Railway Companies which
do not exercise the option contained in the preced-
ing article shall pay all the taxes in force corres-
ponding to them, becoming in other respects subject
to the prescriptions of the present law, in so far as
it does not alter acquired rights.
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nisterio de Obras Publicas, siendo de cuenta de la
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inspeccion.
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ral de ferrocarriles y a los reglamentos de policia e
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expropiar en cualquier tiempo las obras concedidas
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Art 17 Las concesiones de ferrocarriles podran
ser transferidas a terceros con autorizacion del Po-
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no altere derechos adquiridos.
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Art. 14. The definite surveys and the construc-
tion works shall be inspected by the Ministry of
Public Works; the expenses occasioned by this in-
spection being for account of the concessionaire
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Art. 15. Both the construction and working of
the lines shall be subject to the General Railway
Law and the Police and Inspection regulations in
force or whick may be issued.

The legal domicile of the Company shall be
in the Capital of the Republic.

Art. 16. The Nation reserves to itself the rnight
to expropriate at any time the works conceded, for
the amount of the recognized capital, plus 20 %

Art. 17. The railway concessions may be trans-
ferred to third parties with the authorization of the
Executive Power, but the transfer of the concession
or of the railway or the leasing of the latter may not
be made to another Company existing in the Coun-
try, nor may its administration be amalgamated with
that of railways of other Companies, without the
authorization of Congress.

Art. 18, The Company may construct small
branches, not longer than thirty kilometres, for con-
necting with industrial or rural establishments, on
approval of the plans by the Executive Power.

Art. 19. The existing Raillway Companies may,
within the period of six months counting from the
date of promulgation of this law, avail themselves
of the benefits establised in Article 8, provided they
submit to the conditions established in the same
Article 8 and in Article 9.

Art. 20. At the expiration of their present
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do not exercise the option contained in the preced-
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it does not alter acquired rights.
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Art. 21. Las traviesas que se emplearan en to- Art. 21. The sleepers to be employed on all
dos los ferrocarriles de la Repiblica, serdn de ma- the Railways in the Republic shall be of hardwood
dera dura del pafs. of the country.

Art. 22. Comuniquese al Poder Ejecutivo. Art. 28 Let it be communicated to the Execu-

Dada en la sala de sesiones del Congreso Ar- tive Power.
gentino, en Buenos Aires, a treinta de septiembre
de sitl novecientos siete: APPROVED in the Sessions Chamber of the

Argentine Congress, in Buenos Aires, on the thirtieth

BENLED \“‘L\N[,“‘\A JUANORTIZDIEROSAN day of September, one thousand nine hundred and B
Avrrsno J. Lanovare Juan Ovanpo
soeret. del Senado Surret, de Ja CAmara de Diputados sever,
p BENITO VILLANUEVA JUAN ORTIZ DE ROSAS
Registrada bajo ¢l No. 5315. Ao J. Lanovens Jeax Ovasno
Sunrotary to the Senate Seoretary to the Chamber -

wt Deputies.

Por tanto:
~ . 5 3 . . Buenos Aires. 1st. October, 1907
Camplase, comaniquese, publiquese ¢ insértese

en el Registro Nacional. - =
REGISTERED UNDER NUMBER 5315.

0OA ALUCORTA WHEREFORE -

M aenwrz

Flc

Let this be National Law, communicate it, pub-

i
\ ! lish it, and insert it in the National Register.

FIGUEROA ALCORTA.

Co MAsCnwiTz,
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DECRETO REGLAMENTARIO

Buenos Aires, Abril 80 de 1908.

Vistas las gestiones iniciadas por las empresas
de ferrocarriles con el objeto de acogerse a los be-
neficios de la ley 5315, aceptando las cargas que
ella impone, y

CONSIDERANDO:

Que si bien la citada ley contiene la reglamen-
taci6n necesaria respecto de concesiones futuras, ca-
rece de la que debe ser aplicada a las empresas fe-
rrocarrileras existentes que, segun lo dispuesto por el
art. 19, pueden acogerse a sus beneficios y cargas
para lo cual solo consagra la ley disposiciones de
caricter general (arts. 8 y 9).

Que es indispensable para fijar las relaciones en-

existentes, especialmente en lo que se refiere a la de:
terminacién de los respectivos capitales, establecer
cldusulas reglamentarias que den unidad a los proce-
dimientos adoptados, evitando desigualdades en la
aplicacién de la ley o cambios de jurisprudcncia ad-
ministrativa que podria afectar el crédito de las gran-
des empresas radicadas en el pais, que el Gobierno
de la Nacién tiene el deber de estimular por todos
los medios compatibles con el interés publico.

Que para responder a los altos fines de estimu-
lo" que ha inspirado al Honorable Congreso la ley
nimero 5315, se requiere dar permanencia a los por-
menores de su aplicacién, lo que solo puede asegu-

tre el Poder Ejecutivo y las empresas ferrocarrilerQ

DECREE REGULATING LAW 5315

BUENOS AIRES, April 30th., 1908.

In view of the steps taken by the Railway Com-
panies with the object of availing themselves of the
benefits of Law No. 5315, accepting the obligations
that it imposes, and

CONSIDERING :

That although the said Law contains the
necessary regulations regarding future concessions, it
lacks those that should be applied to the existing
Railway Companies which, according to its Art. 19,
may avail themselves dY its benefits and obligations,
for which case the law only contains dispositions of
a general nature (articles 8 and 9).

That in order to establish the relations between
the Executive Power and the existing Railway Com-
panies, especially in regard to the determination of
the respective gapitals, it is indispensable to estab-
lish regulative clauses that should give unity to the
procedures adopted, preventing inequalities in the
application of the Law or changes in the adminis-
trative jurisprudence that might affect the credif’ of
the great undertakings established in the Country,
which it is the duty of the National Government to
stimulate by all the means compatible with the pub-
lic interests.

That in order to respond to the lofty aims of
encouragement which inspired the Hon. Congress, to
sanction Law 5315, it is necessary to give perma-
nency to the details of its application, which can
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rarse por medio de un reglamento que la acompaie
con la eficacia necesaria

Por estas consideraciones
El Presidente de la Repiblica
DECRETA :

Articulo 1.° Las empresas de ferrocarriles que
se hayan acogido ya a las disposiciones de los ar-
ticulos 8 y 9 de la ley 5315, de acuerdo con lo pres-
cripto en el art. 19 de la misma, quedaran sugetas
a las siguientes disposiciones reglamentarias.

Art. 2 Las lineas de propiedad de una empresa
ferrocarrilera, incluyendo los ramales, desvios, inmue-
bles, talleres, tren rodante, planteles, elevadores, tren
de dragado, plantel flotante, muelles, canaletas, can-
teras y equipo movible y permanente, instalaciones
de luz y fuerza y todos los demés accesorios anexos,
dependencias y empresas subsidiarias de o corres-
pondientes a las lineas y que se relacionen con la
construccién y explotaciéon de los ferrocarriles, siem-
pie que lo enumerado en este articulo fuere debida-
mente autorizado por el Poder Ejecutivo, se denomi-
narid ‘'sistema perteneciente a la empresa’’.

Art. 3.° Se consideran como “sistemas explota-
dos bajo convenios”, las lineas y otros Negocios o em-
presas que pudieran ser explotados por arrendamien-
to o de otra manera, en combinacién con el sistema
perteneciente a la empresa; las propiedades, terrenos,
plantel y equipo movible y permanente; los demas
accesorios anexos y dependencias de las citadas i-
neas, asi como otros negocios o empresas que se re-
lacionen con la construccién y explotacion del siste-
ma, siempre que fuesen debidamente autorizados por
el Poder Ejecutivo. En caso contrario, estas lineas o
empresas y otros negocios que pudieran ser explota-
dos bajo convenio de arrendamiento o de otra mane-
ra, en combinacién con el sistema perteneciente a

T

oaly bz assured by means of regulations that accom-
pany it with the necessary efficacy.

For these reasons,
The President o the Kepublic
DECREES:
Art. I. The Railway Companies that have al-

ready availed themselves of the dispositions of Ar-
ticles 8 & 9 of Law 5315, in accordance with what

is provided by Art. 19 of same, shall be subject to

the following regulative dispositions.

Art 2. The lines belonging to a Railway Com-
pany, including the branches, sidings, fixed proper-
ty, workshops, rolling-stock, plants, elevators, dredg-
ing plant, floating plant, wharves, shoots, quarries,
movable and permanent equipment, light and power
installations, and all the ofher annexed accessories,
dependencies and subsidiary Companies of or corres-
ponding to the lines and which are connected with
the construction and working of the Railways, pro-
vided that those enumerated in this article be duly
authorized by the Executive Power, shall be deno-
minated “system belonging to the Company”.

Art. 3. The lines and other businesses or un-
dertakings that might be worked under lease or in
other manner, in combination with the system belong-
ing to the Company, the properties, land, movable
and fixed plant and equipment, other accessories,
annexes and dependencies of the said lines, as also
all other businesses or undertakings connected with
the construction and working of the system, are con-
sidered as “systems worked under contract”, pro-
vided they be duly authorized by the Executive
Power.

In contrary case, these lines or undertakings and
other businesses which might be worked under leas-
ing contract or other manner, in combination with
the system belonging to the Companies, the proper-

“
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las empresas, las propiedades, terrenos, plantel y
equipo movible y permanente y los demas accesorios,
anexos, “dependencias de las citadas Jineas, negocios
0 empresas, seran tratados completamente separados
del “sistema perteneciente a la empresa” a objeto
de gue su capital, producto, gastos y deméas opera-
ciones, no afecten en nada los resultados de la ex-
plotacién del “sistema perteneciente a la empresa’.
Los “sistemas pertenecientes a las empresas” combi-
nados con los “sistemas explotados bajo convenio”,
que tengan la aprobacién del Poder Ejecutivo, serdn
en adelante referidos como los “sistemas explotados
por la empresa"

Art. 4° Al dictarse el decreto declarando a las
empresas acogidas a los beneficios y cargas estable-
cidas en la ley 5315, en los términos del articulo 19
de la misma, se fijara el capital correspondiente en
acciones y obligaciones que no podra ser aumentado
sin consentimiento del Poder Ejecutivo. No se admi-
tird como parte del capital en acciones y obligacio-
nes, sino las emitidas para obtener un capital efecti-
vo 0 para la adquisicién de bienes, obras o lineas
pertenecientes a otras empresas debiendo ser exclui-
das de ese rubro las partidas no autorizadas por el
Poder Ejecutivo, correspondientes a la explotacién y
las emisiones gue no respondan a valores reales.

Art. 5.° Para las lineas u otros negocios o em-
presas explotadas bajo convenio, se fijara el capital
en acciones y obligaciones en la forma dispuesta por
los articulos anteriores, con las limitaciones de sus
respectivas leyes de concesidn, y ese capital se agre-
gara al de la empresa explotadora, mientras subsis-
ta el convenio, al efecto de la intervencién en las
tarifas de acuerdo con el art 9.¢ de la ley 5315.

Art. 6.° El producto liquido y el producto bruto a
que se refieren los arts. 8 y 9 de la ley 5315, serdn
el producto liquido y el producto bruto respectivamen-
te, que resultare de la explotacién en cada ejercicio
de todos los sistemas explotados por cada empresa
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ties, lands, movable and fixed plant and equipment
and other accessories, annexes, dependencies of the
said lines, businesses or undertakings, shall be dealt
with completely apart from the “system belonging
to the Company”, in order that their capital, receipts,
expenses and other operations do not in any way
affect the working results of “the system belonging
to the Company’. :

The “systems belonging to the Companies” com-
bined with the ‘'systems worked under contract”
which have the approval of the Executive Power,
shall hereinafter be referred to as ‘‘systems worked
by the Company''. .

Art. 4° When issuing the decree declaring the
Companies incorporated to the benefits and obli-
gations established in Law 5315, in the terms of
Art. 19 thereof, the corresponding capital in shares
and debentures shall be tixed, which cannot be in-
creased without the consemt of the Executive Power.
No shares or debentures shall be admitted as form-
ing part of the capital except those issued for ob-
taining cash capital or for the acquisition of proper-
ties, works or lines belonging to other Companies,
the items not authorized by the Executive Power,
those corresponding to the working, and the issues
which do not représent real value must be excluded
therefrom.

Art. 5. For the lines or other businesses or un-
dertakings worked under agrecment, the capital in
shares or debentures shall be fixed in the form laid
down in the previous articles, with the limitations
of their respective concession-laws, and that capital
shall be added to that of the working Company dur-
ing the subsistence of the agreement, for the pur-
poses of the intervention in the tariffs in accordance
with article 9 of the Law 5315.

Art. 6. The net receipts and the gross receipts
referred to in Articles 8 & 9 of the Law 5315 shall
be the net receipts and the gross receipts respective-
ly derived from the working, in each financial year,
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cuyo capital esté reconocido y que exploten en los
términos y de acuerdo con la ley de concesion.

Se cousideraran como productos brutos todas las
entradas, tal como se producen y sin disminucién al-
guna, quedando excluidos los créditos pendientes por
conceptos de transporte-u otros servicios prestados,
que seran computados en el ejercicio en que se haga
efectivo su cobro. No se incluirdn en los productos
brutos, los pasajes, cargas, etc., que se efectien por
cuenta de explotacién y a cargo de la empresa. En
los casos en que las empresas hicieran rebajas auto-
rizadas por el Poder Ejecutivo con fines de fomento
y a condicién de hacerse efectivas cuando los requi-
sitos impuestos hubieren sido llenados, su importe se
disminuira de los productos en el afo en que se hi-
ciere la rebaja o en el subsiguiente, segin la conVe-
niencia de la empresa.

Art. 7.° Para determinar el norcentaje de gastos
que se sefala en los articulos 9 de la citada ley,
queda establecido que los gastos serdn tudos lus in-
curridos en cada ejercicio anual y que correspondan
a la explotacién de los sistemas explotados por las
empresas y en la representacién y direccién de las
mismas, debidamente comprobados y comprenderan:

a/ El importe de la contribucién del 3 7 del
producto liqguido de que trata el articulo 8
de la citada ley.

b/ Las sumas que en cada ejercicio se apli-
quen a la amortizacién del capital inverti-
do en concesiones a término, debiendo
acreditarse en la cuenta de capital las re-
feridas amortizaciones en las épocas en
que éstas se producen.

¢) Las sumas que en cada ejercicio anual se
acrediten en las siguientes cuentas de re-
serva:

(1.°) La renovacién de de wvia, parte metalica de
los puentes, tramos de alcantarillas, telégrafos, sefa-
les, locomotoras, muelles e instalaciones de luz o
fuerza, tren rodante y flotante; (2.°) Las reservas pa-
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of all the systems worked by each Company whose
capital is recognized ‘and who works them under
the terms and in accordance with the concession-
law.

All the receipts, just as they are produced and
without diminution whatsoever, shall be considered
gross receipts, there being excluded therefrom pend-
ing credits for transportation or other services ren-
dered, which shall be taken into account in the fi-
nancial year in which their collection is effected.

The cost of passages, carriage of goods, etc. for
working account and chargeable to the Company
shall not be included in the gross receipts.

In the cases in which the Companies might make
rebates authorized by the Executive Power with
the object of fomenting traffic and on the condition
of making them effective when the requirements im-
posed have been complied with, the amount of same
shall be deducted from the gross receipts for the year
in which the rebates might be made or in the sub-
sequent year, according 1o the convenience of the
Company.

Art. 7. For determining the percentage of ex-
penses indicated in Articles 8 & 9 ot the Law re-
ferred to. 1t 1s hereby established that the expenses
shall be all those incurred in each financial year
and which correspond to the working of the systems
worked by the Companies and in the representation
and direction of the same, duly proved, and shall
include

a4/ The amount of the contribution of 3 5 of

the net receipts mentioned in Art. 8 of the
law referred to.

% p) The sums which 1n each tinancial year are
applied to the amortization of the capital
sunk in terminable concessions, capital
being credited with the said amortizations
at the time they are effected

¢/ The sums that are credited in each finan-
cial year to the following reserve accounts:

B\
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ra accidentes, reclamos, gastos Judicianles e imprevis-
tos. (3.°) Seguros contra incendios; (4.°) Pensiones y
fondos de beneficencia para el personal.

Art. 8. A los fines determinados en el articulo
anterior, las empresas podran cargar por cada ejer-
cicio anual para las regservas indicadas en el mismo
articulo, inciso C, las sumas que las circunstancias o
condiciones puedan justificar, siendo entendido que
esas sumas no podrdn exceder, sin previo consenti-
miento del Poder Ejecutivo de los coeficientes que
mas abajo se expresardn como aplicables a cada par-
tida; y siendo entendido también que si las circuns-
tancias o condiciones actuales varfan en lo futuro
de tal manera que tales coeficientes fuesen insufi-
cientes para las provisiones que debieran razonable-
mente hacerse para otras reservas adicionales, el
Poder Ejecutivo de tiempo en tiempo, mediante jus-
ta causa demostrada por las empresas, autorizard ta-
les adiciones a los coeficientes mas abajo indicados,
como también autorizara coeficientes anuales para
las reservas anuales que pudieran razonabiemente
corresponder por el cambio de circunstancias o con-
diciones que pudieran ocurrir. lLos coeficientes que

ahora se establecen bajo los términos de este arti
lo, son los siguientes:

1.” Para el inporte correspondiente a la cuenta
de reserva destinada a la renovacion de la via, parte
metilica de puentes, tramos de alcantarillas, telégra-

_fos, senales, locomotoras, tren rodante y flotante,

muelles e instalaciones de luz o fuerza, se tomari el
2 y 13 % de su valor. Para las empresas existentes
y con el fin de atender a las renovaciones que ten-
gan su origen en épocas anteriores al presente re-
glamento, el Poder Ejecutivo autorizard sean carga-
das a una cuenta de reserva especial el importe dc
la amortizacién correspondiente al nimero de anos
que el material tenga de uso. Es entendido que se
agregardn a esta reserva especial los fondos que ten-
£an acumulados las empresas con ese objeto en la
fecha del acogimiento a la ley 5315. Cuando sc pro-

s e

(1) Renewal of track, metallic part of bridges,
culvert spans, telegraphs, signals, locomotives, whar-
ves, light or power installations, rolling-stock and
floating plant

*(2) The reserves for accidents, claims, judicial
and unforeseen expenses.

(3) Fire insurance.

(4) Pension and Benevolent Fuuds for the staff.

Art. 8. For the purposes mentioned in the pre-
ceding article, the Companies may charge in each
financial year, for the reserves indicated in the same
article, sub-section C, the sums that circumstances and

®conditions may justify, it being understood that these

sums may not exceed, without the prior consent of
the Executive Power, the co-efficients which will be
mentioned below as applicable to each Item; and it
being also understood that should the present circum-
stances or conditions vary in the future in such
manner that said co-effieients be insufficient to meet
the provisions that should reasonably be made for
other additional reserves, the Executive Power from
time to time, and when just cause has been shown
by the Companies, shall authorize such additions
to the undermentioned co-efficients, and shall also
authorize annual co-efficients for the additional reserves
that might readonably be necessary through the
altered circumstances or conditions that might occur.
The co-efficients which are now established under
the terms of this article are the following:

1. For the amount corresponding to the reserve
account destined to the renewal of the track, metallic
part of bridges, culvert spans, telegraphs, signals,
locomotives, rolling-stock, floating plant, wharves,
and light and power installations: 2% 9% of their
value shall be taken.

For the existing Companies and with the object
of providing for the renewals which have originated
in epochs anterior to the present regulations, the
Executive Power will authorize the charge to a spe-
cial reserve account of the amount of the amortiza-

Y




—

duzca un gasto de renovaci6n sera atendido con los
recursos arriba indicados sin afectar a la explotacién.
2.° Para el importe correspondiente a acciden-
tes, reclamos, gastos judiciales e imprevistos, segal-
culard una cantidad que esté en relacién con la im-
portancia y condiciones de los sistemas explotados
por las empresas, la que serd formada por cuotas que
se fijaran de acuerdo con el Poder Ejecutivo. Cuan-
do se produzcan gastos imputables a estas cuentas
seran atendidos con los fondos arriba indicados sin
afectar la explotacién, reintegrindose la cantidad
méxima fijada por cuotas que serin establecidas por g
las empresas, de acuerdo con el Poder Ejecutivo.

3.° Para el importe correspondiente al fondo de
seguros contra incendios, se reservard el Y4 ¥ del
valor de los materiales y efectos del sistema explo-
tado por las empresas, que esté sugeto a riesgo de
fuego, hasta llegar a una cantidad maxima que se
determinara en cada caso. Los siniestros que ocurran
y los premios que se paguen por reaseguros, como
asimismo los gastos de precaucién, serdn atendidos
con estos fondos sin afectur a la explotacién

4.° Para el importe correspondiente al fondo d
pensiones y beneficencias para el personal, se reser-
varan las sumas que las empresas apliquen a ese
objeto.

Art. 9.° Los desembolsos de las sumas acredi-
tadas a las cuentas de reserva, en los términos de
los articulos precedentes, podradn en cualquier tiempo
ser inspeccionados por el Estado.

Art. 10. Para el cémputo de la contribucién
del 3 7 sobre el producto liquido en los términos
del art. 8 de la ley 5315, se observaran las siguien-
tes reglas:

a) Si los gastos no exceden ,del 60 %, el im-
puesto se abonarid sobre el 40 7, del produc-
to bruto.

b) Si los gastos excediesen del 60 % las em-

o .

tion corresponding to the number of years the
materials have been in use.
It is understood that to this special reserve ac-

count shall be added the funds the Companies have
accumulated for this purpose at the date of availing
themselves of Law 5315.

When a renewal charge is incurred it shall be

defrayed from the funds above mentioned, “without
affecting the working expenses.
o 2. For the amount corresponding to accidents,
claims, judicial expenses, and unforeseen expenses,
a sum shall be calculated which is in relation tp
the importance and conditions of the systems worked
by the Companies, which sum shall be formed by
quotas which shall be fixed in agreement with the
Executive Power.

When expenses chargeable to these accounts are
incurred, they shall be defrayed from the funds above

mentioned without affecting the working expenses,-

the maximum sum fixed being reimbursed by quotas
which shall be established by the Companies in
agreement with the Executive Power.

3. For the amount corresponding to the fire
insurance fund, ‘4 7 of the value of the materials
and effects of the system worked by the Companies
and liable to destruction by fire shall be reserved, until
attaining a maximum sum, which shall be determined
in each case. The damage caused by the fires that
occur and the premiums paid for re-insurance, as
also the expenses of precautionary measures, shall
be defrayed from these funds without affecting the
working expenses.

4. For the amount corresponding to the pension
and benevolent fund for employees, the sums applied
by the Companies to that object shall be reserved.

Art. 9. The disbursements of the sums credited
to the reserve accounts in the terms of the preceding
articles may be inspected by the State at any time.
Art. 10. For computing the contribution of 3%
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presas deberdin demostrarlo a satisfaccién
del Poder Ejecutivo a los efectos de una

determinacién diferente para la relacién de
gastos a productos.

Art. 11. Dentro de los cuatro meses de la clau-
sura de su afio financiero, las empresas depositaran
en el Banco de la Nacién Argentina al crédito de la
cuenta especial que prescribe el articulo 8° de la ley
5315, el importe de la contribucién del 3 % del pro-

ducto liquido y presentaran ai mismo tiempo al Po-,

der Ejecutivo un estado del producto bruto y gastos
correspondientes al afo de referencia. No siendo
observado por el Poder Ejecutivo ese estado dentro
de los seis meses de su presentacion, se consideraran
aprobadas las cuentas respectivas y en caso de ser
observadas las diferencias que no pudieran solucio-
narse directamente entre el Poder Ejecutivo y las
empresas seran sometidas a la decisién de drbitros
de derecho, o peritos arbitradores seglin los casos,

El 30 de Junio serd la fecha en que debe clau-
surarse el afio financiero,

A objeto de poder establecer la fiscalizacién que

se deriva de la ley 5315, las empresas deberin
ministrar al Poder Ejecutivo todos los datos, eslaQ

y documentos que solicite, como asimismo a permi-
tir la fiscalizacién de su contabilidad.

Art. 12. Queda expresamente entendido:

a) Que todos los materiales y articulos que se
introduzcan al pafs, para o en relacién con
la construccién y explotacién del sistema
explotado por la empresa, comprendido en el
capital reconocido por el Poder Ejecutivo y
los términos de este decreto, serdn libres de
derechos de aduana. Que dicho sistema con
todas las propiedades, terrenos, elevadores,
talleres, muelles, canaletas, tren de dragado,
plantel flotante y rodante, canteras, todo el
plantel y equipos movibles Y permanentes,
instalaciones de luz y fuerza y todos los de-

P
of the net receipts in the terms of Art. 8 of Law
5315, the following rules shall be observed:

a) If the expenses do not exceed 60 %, thq tax
shall be paid on 40 % of the gross receipts.

b) 1f the expenses exceed 60 7, the Companies
must demonstrate it to the satisfaction of the
Executive Power for the purpose of a differ-
ent determination of the relation of expenses
to receipts.

Art. 11. Within four months from the closir!g pf
their financial year, the Companies shall deposit in
the Bapk of the Nation, to the credit of the Special
Account prescribed by Art. 8 of Law 5315, the
amount of the contribution of 3 7, of the net receipts,
and shall, at the same time, present to the Executive
Power a statement of gross receipts and expenditure
corresponding to the yegr referred to. Should this
statement not be questioned by the Executive Power
within six months after its presentation, the respec-
tive accounts shall be considered as approved, and
in case any observation be made on them, the differ-
ences that cannot be arranged directly between the
Executive Power and the Company shall be submit-
ted to the decision of legal or expert arbitrators,
according to the cases.

The 30th. June shall be the date on which the
financial year should close.

In order to establish the fiscalization provided
for in Law 5315, the Companies must furnish the
Executive Power with all the information, statements
and documents it asks for, and will also permit the
inspection of its accounts.

Art. 12. It is expressly understood:

a) That all the materials and articles intro-
duced into the country, for or relating to the
construction and working of the system work-
ed by the Company, comprised in the capi-
tal recognized by the Executive Power and
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més acgcesorios, anexos y dependencias del
mismo, comprendidos en el capital y sujetos
por tanto, al impuesto del 3 J, establecido
en el articulo 8° de la citada ley, estaran
exentos de todo otro impuesto nacional, pro-
vincial y municipal, de acuerdo y por el
término fijado en dicho articulo y siempre
que fueren debidamente autorizados por el
Poder Ejecutivo. En- el caso de duda sobre si
los ttiles y materiales a introducirse por los
ferrocarriles son destinados a la construccién
o explotacién, serd resuelto por el Ministerio
de Obras Piblicas, previo informe de la Di-
reccién General de Vias de Comunicacion

b/ Que la participacién que las empresas pu-
dieran, de tiempo en tiempo tener (en forma
de titulos, préstamos o sociedades) en nego-
cios u otras empresas de que aquellas no
sean dnico duefio, no entrard a formar par-
te del presente decreto; yue el capital que la
empresa tenga de tiempo en tiempo colocado
en tales negocios o empresas, serd llevado
por separado y no entrard a formar parte
del capital que el Poder Ejecutivo ha d
conocer conforme con este reglamento y
las ganancias o pérdidas provenientes de esos
negocios o empresas, tampoco figurardn en
el producto liquido, producto bruto o gastos
a que se refiere el presente decreto.

¢/ Que los contratos de concesién vigentes
quedardn subsistentes en todo lo que no hu-
biesen sido modificados por la ley 5315 y
por el presente reglamento.

Art. 13. Mientras el producto liquido de cada
ano no llegare al 6.8 7 del capital reconocido, las
empresas podrdn establecer sus tarifas en los térmi-
nos de la lev N.° 2873 y sus reglamentos; cuando
ocurriese el caso en que se establezcan tarifas con
intervencién del Poder Ejecutivo de acuerdo con el
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the terms of this decree, shall be free of
Customs Duties.

That said system, with all the properties,
lands, elevators, workshops, wharves, shoots,
dredging plant, floating plant, rolling-stock,
quarries, all the moveable and fixed plant
and equipment, light and power installations,
and all other accessories, annexes and de-
pendencies of the same, included in the
capital and subject, therefore, to the 3 7, tax
established in Art. 8 of the said law, shall be
exempt from every other National, Provincial
and Municipal tax, in accordance with and
for the term fixed in the said article and
always provided that they have been duly
authorized by the Executive Power.

In case of doubt as to whether the ar-
ticles or materials to be imported by the Rail-
way Companies are destined to the construc-
tion or working of same, it shall be settled

by the Ministry of Public Works, after being
reported upon by the Direction-General of
Ways of Communication. (¥)

That the participation the Companies might

from time to time have (in the form of shares,
loans dr partnerships) in businesses or other
undertakings of which the Companies are
not sole proprietors, shall not come under the
provisions of the present decree; that the ca-
pital the Company may, from time to time,
have invested in such businesses or under-
takings shall be kept in a separate account
and shall not form part of the capital that
the Executive Power has to recognize in
conformity with these regulations, neither
shall the profits or losses arising out of those
businesses or undertakings figure amongst
the net receipts, gross receipts, or expenses
referred to in this decree.

Now Dirgction-ticaeral of Hailways
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articulo 9° de la ley 5315, se observaridn también
las disposiciones pertinentes a la citada ley 2873 y
su reglamento. Para determinar si ha llegado el caso
de intervencién en las tarifas, se tomara el prome-
dio resultante de los tres afios anteriores, empezan-
do con los tres anos que anteceden a la fecha en
que cada empresa se haya acogido a la ley 5315.

Art. 14. Para los efectos de la intervencién en
las tari las empresas llevarin su estadistica a
satisfacctén de la Direccién General de Vias de Co-
municacién.

Art. 15. El presente reglamento regiri para ca-
da ferrocarril desde la fecha de su acogimiento a la
ley 5315, debiendo correr desde la misma la obliga-
cién de las empresas de abonar el impuesto de 3 %
y de presentar las cuentas que determina este de-
creto. Las cuestiones que se suscitaren sobre la in-
teligencia o interpretacién de sus cldusulas, serén
decididas por arbitros de derecho o peritos arbitra-
dores, segin el caso.

Art. 16. Comuniquese, publiquese y dése al Re-
gistro Nacional.

FIGUEROA ALCORTA

EzEQUIEL RAMOS MEXx1a. Q

s e
¢/ That the concession-contracts in force shall
remain subsistent in all that which may not
have been modified by Law 5315 and the
present regulations.

Art. 13, As long as the net receipts of each
year do not amount to 6.8 % on the recognized ca-
pital, the Companies may fix their tariffs in accord-
ance with the terms of Law N.° 2873 and its re-
gulations; when the case occurs that tariffs are es-
tablished with the intervention of the Executive
Power in accordance with Art. 9 of Law 5315, the
pertinent dispositions of Law 2873 and its regulations
shall also be observed.

In order to determine whether cause for inter-
vention in the tariffs has arisen, the average result
of the three preceding years shall be taken, commenc=
ing with the three years preceding the date on which
each Company may have availed itself of Law
5315.

Art. 14. For the pwpose of intervention in the
tariffs the Companies shall keep their statistics in
a form satisfactory to the Direction-General of Ways
of Communication. (*)

Art. 15. The present regulations shall apply to
each railway as from the date on which it avails of
Law 5315, the obligation of the Companies to pay
the 3 7 tax and present the accounts determined by
this decree ruling from the same date. The questions
that may arise as to the meaning or interpretation
of its clauses shall be decided by legal or expert
arbitrators, according to the case.

Art. 16. Lerit be communicated, published and
given to the National Register.

(sgd) FIGUEROA ALCORTA
w EzEQUIEL Ramos Mexia.

(*) Now Direction-Goneral of Hallways




LEY N.° 10.657

SOBRE EXONERACION DE IMPUESTOS
ESTABLECIDA POR EL ARTICULO 8 DE LA
LEY N.° 5315

POR CUANTO :

EL SENADU Y CAMARA DE DIPUTADOS DE LA
NACION ARGE NTINA. REUNIDOS EN CONGRE-
S0, ETC.. SANCIONAN CON FUERZA DE

LEY

Art. 1. La exoneracién de impuestos estableci-
da por el Art 8 de Ia Ley 5315, comprende ademas
de los impuestos propiamente dichos, las tasas, con-
tribuciones o retribuciones de servicio cualquiera sea
su caricter o denominacién, con las siguientes ex-
cepciones:

1.° Provision efectiva de agua corriente y ser-
vicio de cloacas, y

2. Contribucién de pavimentaciéon en las plan-
tas urbanas en la proporcién  que corresponda por
las estaciones.

Respecto a esta Gltima excepcién las empresas
podrdn optar por construir con sus propios medios
la parte de pavimento que les corresponda, sujetian-
dola a las especificaciones respectivas,

LAW N.° 10,657
REGARDING EXONERATION FROM TAXES
ESTABLISHED IN ART. 8 OF LAW 5315.

WHEREAS :

I'HE SE

TE AND CHAMBER OF DEPUTIES OF
THE ARGENTINE NATION, ASSEMBLED IN
CONGRESS, SANCTION AS

LAW :

Art. 1. The exemption from taxes established in
Art. 8 of Law N.° 5315 comprises, in addition to the
taxes properly speaking, the rates, contributions, or
retribution of services, whatever may be their nature
or denomination, with the following exceptions:

Ist. Effectivé provision of piped water and
sewage services.

2nd. Paving contribution in townships in the
proportion corresponding to the stations.

In respect of this latter exception, the Companies
shall have the option to construct by their own
means the part of the pavement corresponding to
them, subject to the respective specifications.

Art. 2. These exemptions do not comprise the
new rates and retributions for municipal services
which may be created in- the future in so far as they
affect the urban stations of the Companies and whose
amount be susceptible of measurement and be equi-
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Art. 2. Estas excepciones. no comprenden las
nuevas tasas y retribuciones de servicios Municipa-
les que puedan crearse en el futuro en cuanto afec-
ten a Jas estaciones urbanas de las empres#e y cuyo
monto sea susceptible de medida y equivalga a la
compensacién exacta del servicio y siempre que éste
se imponga con caricter obligatorio general.

Art. 3. Comuniquese al Poder Ejecutiva.

DADA en la Sala de Sesiones del Congreso
Argentino, en Buenos Aires, a trece de Agosto de
mil novecientos diez y nueve.
ARTURO GOYENECHE
(C'ARLOS (+. BoNORINO

BENITO VILLANUEVA
Aporro J. Lasovore

POR TANTO:

Camplase, comuniquese, publiquese, insértese en
el Registro Nacional y archivese

(Fdo). IRIGOYEN
P. TORELLO.

BUENOS AIRES. Agosto 22 de 1919

valent to the exact compensation for the service, and
always provided that she service be imposed as of
an obligatory general character. 2

Art. 3. Let it be communicated to the Executive
Power.

APPROVED in the Sessions Chamber of the
Argentine Congress, in Buenos Aires, anhz _thir=__
teenth day of August, one thousand nine hundred
and nineteen. P

ARTURO GOYENECHE
CARLOS (3. BONORINO. .

BENITO VILLANUEVA
ApoLPo J. LABOUGLE.

¥

REGISTERED UNDER NUMBER 10.657.
WHEREFORE:

Let it be complied with, comunicate it, publish
it. pass it to the National Register, and, that done,

archive.

(signed) IRIGOYEN
. TORELLO. 5

Buenos Aires, 22nd. Aogust, 1919,
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My. Parkinson. ) ‘25 I
My. Tomlinson.
Sir C. Bottomiey.
Sir J. Shuckburgh. 23 February, 1954,
Permi. U.S. of S.
Parly. US. of S.
Secrstary of State.

Sir,

DRAFl'. for conson.

I am etc. to request -ou

U.S.of S. .
to inform Secretary Sir &:ruel
FINANCEH# DEPT.
I.0. Hoare that the question has

arisen of the approvriate rate of
contrivution to renewals in the

A
ease of the VenyagUganda Ruilwayfe

‘& 2. This Vt 1lway \VLJHI‘SI{O

of loans, the cnarce. k’m.luump‘

\ ’ sinking fund) cw—waien are met

annually from tne working profits.
oF—the—Rarivwey . m

are annualiy credited to the— &

Renewals Fund to provide the

)\rbwb
amounts [for replacing the ph:sical

. agsets of the line as they become
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that the annual contr ibutigt t'? tki. Jupplied as to how this matter is

’

o
fund should be 3-11% of the total

% now dealt with in India, particular-
i

capital cost of the physical assets.

i ly in the case of the State Yines.

Signedy d. E. W. FLLOOD

o . i 4. US.
Hitherto, however, the Railway . ; . I am ete.
‘ } . ; | Pary. US.of S. 5, b
administration has contributed only TR i g Yisi s : S&d-y-]s:m. :

on a 24% basis. : ‘ .

not be raite to the 3.11% level %, ‘
actuarially necessary. ’ ! g

4. As Sir Samuel Hoare will be aware,

%
Sir Philip Cunliffe-Lister is now

proceeding home from East Africa, and he
intends to give this matter his considera-

tion upon his return. In the meantime,\

however, he has asked that ipfamation
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21st February 1934.

F.Gy//Les, Esq., p)“
hial Office,

wning Street, S.W. 1.

Dear Sir,

‘>
In reply to your letter of the 16th instant,
I to inform you that Mr. Follett Holt sailed ten
day for a short visit to the Argentine and expects
to return to London towards the end of April.

Meantime the Secretaries of several of the
rallway companies in which Mr. Follett Holt is interested
are drawing up the information which you desire to lay
before Sir Philip Cunliffe-Lister on his return, and this
will be sent to you in the course of next week.

Yours truly,

——
Privete Secretary.




My. Meitdﬁ.' \‘(\,

My. (M 15

.‘ Mr.
‘ My. Parkinson.
i My. Tomlinson.

S St C. Botiomey. /%

Parly. US. of S.

Sacretary of Stats.

DRAFT.

FOLLET HOLT, ESQ.,
50 ORCHARD GOURT,
PORTMAN SQUARE,
.

FURTHER ACTION. \

St oot
~ /7 Pemi US. o Wf Dear Sir,
. Among other questions which

23029/34.

)

Downing Street,

Feb , 1934.
‘,/ /(, February

\0

Sir Philip Cunliffe-Lister is looking
into in E.Africa is one connected with
the finances of the Kenya-Uganda Rly.
A8 no doubt you are aware,
that Rly. was built by ‘Govt. out of
loans, the service of which is the
first charge on working profits,
There is also a B@ﬁls Bd‘to
which annual contributions from
railway revenue are made, The
question in which Sir Philip is
particularly interested is that of
the proper amount to be credited
annually to aanewnla’huving regard

to the prebable life of the physical

assets which the fund is designed to

replace.




He has written from Nairobi to

ask that information should be colleated
nregarding the practice on other railways
dodoerning depreciation and their eontribution
to renewals - not only Govt, Rlys. but private
railweys" naming especially some of those

in WAl gr wnn cadinaell)
mwu,umh as the Argentine

N.Eastern, the Buenos Aires Western and the
Gt.Western of Brazil. i

Sir Philip will, I am sure, be
very grateful if you will be good emough to

let us have a note on the pche which

ot
we widd put before him on hisa return to

London - probably about the middle of

March.,

< @»w. ra, 4y
(bigned) 7. €. LFY
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The Kenya-Uginde Railway was built out of

losns, the ohurges (including Sinking Fund) on which

are met unpuslly from the working profits of the
Huilway.

(2) Im oddluon)nm are annuully oredited
to a Repewale Fund, to provide the amounts for replacing
the physicul sesets ot the lines us they become worn
out. It bn been calculuted that the annual con-
tribation for this ?und should be 3.llper cent of
the totul capital cost ‘of the physical assets.
Hitherto howevcr the Huilwxy bus contributed onmly
on &4 24 per cent baeis. A

' (3) The question hus been raised whether

.enewsle Fund contributions should or' should not be -

raised to the 3.11 per ‘cent level sotuarily
negessary.

(4) The Secretury of State huc discussed the
question ip Nuirobi and hus directed that no decision
shoula be taken m until «fter his
return to London.

In the meuntime he wishes "inforaation
oollected by the Colonial Office regerding the
pragtios of ‘other railways ooncefning depreciation
and their coﬁtrlbution to renewals".

(8) May steps be tuken plesse for collectigg
the desired information. Presumably the following
" Relivays would provids parallels:-

T .
ek,
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e OFFICE OF THE HIGH COMMISSIONER FOR TRANSPORT
4 RECEIVED NAIROBI
in/a,1. i . KENYA
5 FEB1934 ~ *
PERSONAL g 22nd January, 1934.
C. O. REQY

Dear Bottomley, N

Amongst other things discussed y&th the Secretary of

State has been the Renewals Fund of this Railway, and he
asked me to write to you persconally s& ing that he did

not want any reply sent to the last despatch (Transpert

Nbl. Kenya-Uganda, Confidential, dated the 27th December 1933
from here on this subject until after he had got home.

In the meanwhile, he said that he wanted informat ion
collected by the Colonidl Offics regarding the practice om
other railways concerning depreciation and their contribu~
tion to Renewals - not only Government railways but also
private railways, esproially some of the railways control
by Mr. Follatt Holt and Mr. J. Bddy, such as the Argentine
North East Buenos Aires Western and the Great Western
of Brazil, hat after his return to England he could *
re-consider the whole position himself.

Yours sincerely,

. L(A“““/

/Sir Cegil Bottomley, K.C.M.G.,C.B,B.8£.
¢ 3 ‘Colonial 0rfice, .
4 3 Downing: Street,
Gil BeWale
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Copuy & Freasy.

OrricE OF THE meh ComMMISSIONER FOR TRANSPORT,
GovernmMenT Houss,

C. 0. Pr2Y

sir,
1 have the honour to refer to my lespatch Transport

Kenya-Uganda No.1l24 of the 29th September 1933 and to

correspondence dealing with the provision to be pade for
renewals and reserves in the accounts of this Administration,
ending with your Confidential telegram No.ll dated the 22nd
June 1933 in which you sanction provision for renewals on a
2}, basis for the 1934 Estimates, and state that the
prévision for the 1935 Estimates must remsin open pending
further consideration of the Gibb Report.

2. The Gibb Report has been discussed by the” Railway

Advisory Council at various meetings throughout this year
and the question of deprec on and reserves was considered
at the August meeting. Tkﬁllowing is the relevant
extraot from the minutes of this meeting: -

817, Depreciation and Reserves - Gibb Report.

Considerable discussion took place on this matter and
the attention of Council was drawn to previous memoranda and
despatohes which had been sent to the Secretary of State, as
summarised in the General Manager's memorandum of the 3rd
July 1933. *

2. Council desired to re-emphasise the urgent need to
assist the present generation as far as possible in easing
the burden of Depreciation and Loan Charges.

3. Council also NOTED that both Mr. Gibb and General
Hammond recommended that the contribution to the Renewals
Fand on account of depreciation should be reduced on account
of Sinking Fund payments.

4, Council, however, adhered to previous recommendations
with regard to this question and desired to record the

following/

CUNLINFE-LISTER, G.B.E.,M.C.,M.P.,
szg‘:% MR COLONIES,

Rtk . Lk




following resolution:- i ‘i.f

That, ariping out of Mr. Gibb's comments upon
the question of Depreciation and Reserves, this
Couneil re-affirms its previo expressed view
that 8% is an adeguste rate un 1945 and advises
that remswed represemtations be made on the subjeot
to the Seoretary of State. Failing acoeptanse of
this proposal, Couneil recommends %hat, with the
approval of the Seeretary of State in each spescifioc
case, the unrequired balance of the Renswals Fund
should be invested in the purchase of additional
railway assets (i.e. that it should be used in much
the same way as a Betterment Pund).

MR. FOLEKES gnd MR. PRESTON abstained from voting.
5. With regard to the q,uutidn of Reserves, Counoil

¢ scoephed the-: oontained in paragraph 13
of the General gor'a memorandum, and

FURTHER AGREED to recommend that the views of the two
guaranteeing Governments should be obtained before subr
mitting this recommendskion to the Seoretary of State. k-
and enolosed is a eopy af the General Manager's memarandum o
of the 3rd July referred to. - ‘

3. A8 the ultimate liability for the financial

=

position of Administration is carried by the Gowernments
of Kenya and , I oonsidered that it would be desirable
to obtain the views of those Governments on thia question of
depreciation and ru_crt*.vl \'ntore meking any recommendation

to you. I 414 not suggesé to the Governmemts that they
should concern themselves with the technical oaloulations
on mohvth.'poibont't"go eontribution to the Renewals Fund

has been worked out - oaleulations weich have extemded over
several years and the results of which have been forwarded

to the Crown Agenis udl other authorities forexamination and
eritieisa - bup 'ingc for the general view of the two
Governments on m mut of the reserves which mhould bde
bn;.lit \\p in relation to the various rates of sentridution

%o the Renewals Fusa. :
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4. - The Government of Kenya has endorged the views
of the Treasurer gn contained in a nmnndum on the
subject dated th. 4th Ostober and has asked that a ocopy of
this mnennqhn may be forwarded to you. (A copy 1is
enclosed) 41'he views endorsed by the Government af Kenya
‘oxjroasoiﬁrioﬂy are that contributions to the Remewals
Fund should be 2% until 1945 and thereafter on a life
basizs and that oz.x this basis of contribution to the Renewals
kund a Reserve Fund ah&d be built up of £1,000,000.

The Government of Uganda has stated that its views on |
this question are contained in the memorandum w: ioh it
prepared for the Governors' Conference - Paper No.GC(2¢)85,
page 9 - copies of whioh are included in the proceedings ot%fj;'
the resent Governors' Conference held st Dar es Salaam,
forwarded to the Under Seoretary of s:tnte by the Seoretary
to the Conference wth his letter C/GC/F.4. dated the 19th
October lﬁaﬁ“uorly these views are that it does nét
feel itself in a position to gﬁe a oonsidered and
independent opinion on this complicated and technicel
subjest, but, on the information supplied by the Gemeral
Manager 1t sees no reason to withhold its support from his
recommendations, and agrees that any measures aimed at
building up-a large reserve at so fast a rate as to burden
present users of the Railway in order to relieve those in
the future of their liabilities, are to be deprecated.
Furthermgre, it seems to be desiradle for the next Tow
yiu-n to reduce to the lowest minimum of seourity the
finansial provision thus locked up in reserve.

§. A% the Governors' Conference reference was made

to this question as it was referred to at ‘considerable
length/
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length in Mr. Gibb's regort; in view, 'howev'er, of "the
opinion of the Gw;rnmnnt of Usmﬁl, a8 contained in
) Paper No.GC(33)85, and also as it had previously been
suggested in Paper No.GC(33)69 whioh had been circulated
by ;ao, that it was doubtful if any useful purpose would
be served by the Governors' Conference discussing this
- highly technical question and that it would be bet ter
for it to be dealt with by me in correspondence with
you, oconsulting winere necessary the Governments of
Kenya and Ugande, the con:torogu- held \thn opinion that no ~
reference ahould be made to this qu‘,ilion in the proceedings.
6. A8 you are aware, this question has been
exhaustively disoussed in the past and the following is a .
summary of the more important despatéhes on the subject.
Ab / In his Transport Despatoh Xenya-Uganda No.86 dated the
/‘450/1,,_2811& May 193 r E. Grigg, on the advice of the Gemeral
Manager and the Railway Advisory Council after an
examination in detail of the requirements for renewals by
& departmental committee which aat for over six momnths,
recommended a 2% ocontribution to Renewals for ten years
when the poaiti;m should be re-examined, and a Reserve
Fund to be built up to £400,000 by annual eontributions
of £100,000 1f possible and anyhow not less than £50,000.

The arguments adduoed in that despatoh in favour ?1’ the
2% oontribution are still valid and it 18 unneceasary to
r;pout them, .
7. Lord Passfield in his Transport Despatoh Kenya-
Nll) Usanda No,84¢ dated the 9th March 1931 did not spprove of
% _,;7,, this recommendation but after consultation with the

Treasury/




Treasury approved as an interin measurs:-

"in m.i\ul oonfbribution to the Railways Renewals iund
‘ot lt per cent of the capital value of the wasting
agsets teg the years 1931-1933 on the understanding:

(a) that the "life" basis is accepted as
the proper one. 8

\

(b) that the short provisions during the years )
1931-33 gre to be made good in the later
years, on & plan-to be subjeot to the
approval of 4he Seoretary of State and the
Lords Commissioners of the Treasury:

(o) that scoqptance of this arrangement is not
regarded as prejudioing in any way the
decision ‘4o be taken by His Majesty's
Government in 1934 &5 regards the ltability -
in respect of the 0ost of the original o f
Uganda Eailway."

He also rixed the Heserve Fund at £600,000 and instructed
that 1t should be raised to that amount as rapidly es
oiroumstances allowed. % >
8. In my Transport Despatoh Confidential of the
Noi 11th nay 1931gu stated that the question had again
1y2 11%/ been consider the Railway Advisory Council who re-
affirmed their previous resolution to the effsot that
contributions to the Renewals kund should be at the rate of
2% for ten years and that the position should then be
reviewed: 1 endorsed the resolution of the Council and
explained my reasons for doing 8o - reasons which in mny
opinion atill hold to-day.
9. Lord Passfield in his Confidential Transport
Nol Despatoh dated the 27th July 1931 stated that he daid not
”"’/“‘ feel justified in re-opening the question with the Treasury
and that the rulings in his Despatoh of the 9th Maroh 1931
Noé 1
accordingly stood.
HJJW/GO
10. Since that date the position has not been re-

oconsidered until during tis last year as a result of the

pudlication/
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publication of Mr. Gibh's Report. Various ‘remarks in this
Report are dealt with in detail in the General Manager's

memarandum enslosed herewith, from which it is clear that
some of Mr. Gibb's recommendations were based on misundersiand-
ings. His propo.l‘iyll: were considered byﬂ the H.n.i‘iit.y Ldvino-ry
Couneil at their August meeting when the Council had before
them the General Manager's memorandum, and also when further
questions on the subject were explained to the Council
verbally by the Gemeral nn_uger. The Couneil's resolution
on the subjeot has been g«&ﬁl in paragraph 2 above.

11. fo my hlnl the arguments put forward provioyuly
as regards the rate at whioch contridutions should be made to
the Remewals ¥und by this Administration still hola 8004,
and I repeat my previous recommendation which has now been
supported by the Governmenmts of Kenya and Uganda that the
rate of eont tion to the Renewals Fund should be 2% until
1945 when the Yalstion should be re-sxamined, or in 1940 if

thé position would appear to warremt it.

12. 48 & result of the experience during the last three
years of depression I consider that the minimum amount of the
Reserve rund should be £1,000,000 if the ocontribution to the
Renewals Fund is at the rate of 2%. The rate at which
contridbutions should be made to n':e Reserve Frund must depend
to a gx-ogt extent on working results but it appears to me that
every endeavour should be made to contridute at least the
difference between eontributions to the Renewals Fund on a
8% basis and gongributions on a 1ife basis. This means
that at presant the minimum contribution would be about
bcbuo.ooo. Damsly some £60,000 more than the Aifference
Detwsen a 2% and % consribution to the Renewals yund.

b .
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I further consider thut sontributions to the Reserve
Fand should take 'pr.oodonco over contributions to
Betterment Funds and that, if the financial results af
this Mnininution admit, further contributions to the
Reserve ¥und should be -ade nt the rate of £100,000 a’
year until the Fund has reached £600,000: at that date
the position eould be re-considered but it would zeem
that after that date th‘n additional contribution W the
Reserve Fund could safely be £50,000 a year. In
connection with this guestion I invite attention to my X
Confidential Despatoh dated the 1lth May 1931 and point
out that the amount oredited to the Renewals Fund in
exoess of the 2% contribution them recommended is
£245,861 and should it be now sgreéd that the 2%
contribution is adsquate it appears to me that ;hcn the
ReBerve 8 reaohed £600,000 it may be desireble
to tranafer gx- £245,881 to it.

13. The alternative recommendation of the Railway
Council that if the 2% contridution to the Renewala Fung
were not approved thl;a with your nypronl_ in o.of: specifioc
case the unreguired balance of the Renewals Fund should be
invested in the purchase of additional Railway assets
(i.e. that it should be used in mmsh the same way u.n
Betterment Fund) to whieh reference iz made in my Transport
Despatoh Kenya-Uganda ¥o.l24 dated the 29th S@ tember 1933,
does not arise for consideration, if my recommendation,
whieh is based on the views of the Railway Advisory
Couneil and the Govemments of Xenya and Uganda, that t&
contribution %o the Remewals rund should be Z§ until 1945
when the question should be re-examined, or 1940 if the

position/:
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position then appeared’fo warrant it, is approved.
» ’

‘I have the honour to be,

Your most obediept; ble urvznt,

Vs

A

HIGH

Sir,

LMMISSIONER.




The ittention of Council is drawn to previous

memordnda ‘on this subject uu! to the following linutes:-

Minute 466 (16) of the  Meeting held on 20th/22nd
September, 1929.

Minute 520 of the Meeting held on 28th/29th April,
1930.

Minute 620 of the Meeting held on 24th/25th Feb ruary,
1931,

Minute 641 of the Meeting held on 8th April, 1931.
Qe The case put forward by the Administration to the

seoretary of State, with . the approval or Rnilway Advisory
Council, may be aumanaed a8 fo:

(1) Contributions to Renewals Fund on & lire basis
will result in ths accumulation ofva balance,
representing the mjnimum of accrued depreciation
that must exist et/ eny one time, which will never
be required for expenditure upon renewals.

(11) The report of the Departmental Committee on
Depreciation demonstrated that. had contributions
been made on a 1life basis from 1931 onwards this
unrequired balance would have amounted to

£1,91 0 by the end of 1939 and that as time

went 8 figure would have been substantially

increas: :

*

(11i) The whole of the oapital of the Administration,
with the exoeption of £5,686,437 provided fos the
construction of the origiml Ugamda Railway and
22,736,079 provided from revenus, has been raised
in’ the form of loans. The total amount of sudh
loans now outstanding is £14,139,229 on which the
annual charge for interest is £729,383 and for
Sinking Fund £141,393, There is a suspenced
1liability for :I.ntereat and redemption charges in
respect of the grant for the construction of the
original Uganda Railway.

(iv) The oconditions under which we, as a Government
Railway, are compelled to obtain our ospital, i.e.
either by providing it directly from revenue or by
ralsing it in-the form of comparatively short term
lgans bearing high fixed rates of intereat and
oarrying a definite amnual 1isbility for sinking
ma )lnoes a strain on our finances which has no
1 in the oase of a Reilway Company. In .
ogmut to our present position is that whiech -111
n 40 or 50 years hence. If sinking fund S

PAYDENtEascane
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¥ cpapmefite ere mainted ned ‘at their present figure the '
3 Rajlway system as it existis to-day will be entirely.
" i . .free from eny inperest charge.  Such‘a state of
R ¢ -7 “afteirs s jllogfesl and unfair to the presant users |
. of the Railway, Every legitimate means, therefors, .
1s gought for reducing the burden which they are now. .
oalled upon to bear. s k<

e o A W

(v)  The first opportunity of redeeming any of our present’
loans.will ocour in 1946. . The:losn then concerned
C will be that of £6,000,000, raised at the rete of
PR S 6 in 1921 of whigh this Administration's
o . ‘proportion ie 24,245,386, By 1946 the Administrate
ion's share of the acoumulated sinking fund of this
' loan should be ghout £1,800,000 8o that assuming
that opportunity is taken to redeem in that year by
, the raleing of a:fresh loan, the Administration's
?  annual 1iability will be redusced by £126,000 plus, .
in all probability, & further substantial sum by
way of lower interest charges.

,,
e

(vi) 4 reduction of the rate of contribution to Renewals '
Fund to 2% in respect of Railway wasting assets,
from 1931 until 1945 would have resulted in an .
acoumulated/shortage on a life basis of £1,959,585,
roughly equalling the unrequired balance referred %0 .
in (1i) above. The Administration proposed that =
this rate of 2% mhould be raised to a life basis,

~ involving an additional.annua) charge of £131,759

which would be more than covered by the reduced
liability in respact of the £3,000,000 (1921) loan.

The adgption of this proposal would have laid up no
liabi for the future, althouﬁ; in view of the-
pocitiNe®set out in (iv) above, Administration «

- would not have regarded a proposal to transfer part
of the burden of the present day to future years,
which will be free of loan liabilities, 88 entirely
1llegitimate.

3. -After oonsidering the above proposalas, howéver, the
Secretary of State ruled that oontributions must continue at
the rate of (the rate grovided in the Egtimetes for 1930)
until 1933 end that from 1934 onwards they mst be ralsed to
a life basis.

4e In reply to reg;f sentations made in March last, the
Seoretary of State modifisd this ruling by agreeing that the
present rate of 23% could be continusd during 1934 and that

a »decision oould be ' come to after consideration of Mr.
Gibb's recommenda tions. :

5. Dealing seriatim with the section of Mr. Gibb's
Report relating to Depreciation, it must be emphasised that
the conclusions come t0 in the first part of paragreph 114
are entirely incorrect.

: The resaon for working costs be shown throughout
our aocounts and statistios in a form both inocluding apd .
exolndi unmn\tm 18 that this arrengement is absolutely
essential if comparison is to be made with our own costs

duringecceces. §
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.durfne previous years, when either no provision at all was

made for gepreciation, or proyision was made ‘at a different
{ 13/aleo 1T comperison is td be made with. the oosts of

other: Colonial Railways ny of which made no provision at

all for depreciation ang nond of which, so far as we are
:mro, oonsistontly maké provision at as high a rate as we
a5 : ;

The reason why our Branch Line formula makes no
provision for a depreciation charge in respect of Branch
Line traffic paseing over the main 1line is because it is
congidered that any acceleration of the depreciation of main
1line assets by reason of the passing of Branch Line traffioc
is negligible, except ih the case of rolling stock, and we
do raise depreciation against the Branch Line for this.

6o In paragraph 115, Mr. Gibb endorses the
Administration's contention sot forth in (1) above; in fact,
he goes further and says: "If,therefore, full provision for
renewals is made, there will be in the Renewsls Resarve
funds lpproximtlng to half the value of the wasting assets
whioch will never be required." The Adminiatration, however,
while agreoing with the thesls does not sdmit that the un-
required balance would ever amount to anything like 507 of
the velue of wasting assets. A . R ¥

In the concluding portion of this paragraph Mr,
Gibb conceded that this unrequired reserve and @lso balances
which are not required for gome years to come could be
borrowed for general purposes. .

7, Paragraph 116 reveals further misunderstandings.
If and when the Administration contributes on a life basis,
i1t will do so without reference to the number of decimal
points involved.

Depreciation of Brench Line assets is caloulated
at the aotual rate in force during the period to which any
particular acoount relates. The figure 3% which represents
the approximate oontribution on a life basls has only been
used for the purposc of preliminary estimates.

8. Although peragraph 117 lends support to the
Administration's case for a redustion in rate o
ocontribution to sinking fumd, the Administration does not
regard the argumsnt put forward as sound, but relies upon
the ocase set out in paragraph 2 of this memorandum.

9 Paragraph 119 is extremely &iffiocult to follow. In
paragraph 115 Mr. Gibb suggests that the unrequired balance of
the Renswals Fund will evong\un{ approximate to £7,500,000,
this amount being available for borrowing for general
purposes. In the paragraph now under comment he farther
recommends the acoumlation of a general reserve of
£2,000,000, making, say, £9,600,000 in all. Regarded purely
as a reserve for a railway of this size this figure seems
fantastio,

10s After the closest study of Mr. Gidbb's proposals,
the Administration sees no reason for altering its original -

recommendationsecceee




./4-‘ . . 0

recommendations that so far as existing railway: assets are
concerned the rate of contribution should be fixed at 2%
until the year 1945 and theresafter raised %o a life basis.

’

11l. /Failing nec:ftance of this proposal, it recommends
that, with the approvel of the Seoretary of Stete in emh
lptbiflb case, the unrequire@ balance of the Renewals Fund
should be invested in the pupchase of additional railway
asgets (1.6, that 1t should Be used in much the same way as
a Betterment Fund).

12, The Administration would prefer a rate of 2 until
1945 ae ged to & rete fixed on a life basis, with the
proviso that unrequired balamces oould be invested in the
purchase of additional reflway sssets, for the reason that
while the former would leave a margin of net revenue
available for any urgent purpose, such as the building up of
a preserve, the latter would tehd to be gn incentive to launch
out into e nditure which might not be incurred were funds
not 80 easily available. -

X3, The 4sfministretion’s recommendation with regard to
a Reserve Fund must be dependent upon the decision come to in
conneotion with the rate. %o be eharged for depreciat ion.

If thig rate is fixed on a life basis and if the
unrequired balance ocannot be apent on the aoquisition of
additional  railway assets, then the Administretion oconsiders
thet no further reserve is required and points out that.no
such reserve has been found necessary during the present
depression, which has been one of the worst in history,
although oontributions to Renewals Funds were not commenced
until over twenty years after tha construction of the
original line and have never ye en on a full life basis.

It the present rate of 24% is maintained for &
further period of years, the Administrat ion would regard the
reserve of £600,000 already laid down by the Secretary of
State as ample, even exoessive, for any possibdle requirements.

On the other hand, if the rate of 2% until 1945 is
accepted, or if contributions are made on & life basis, but
unrequired balances are recognised as being available for the
purchase of additionsl reilway assets, the Administration
would recommend bduilding up a reserve fund to the amount of
£1,000,000.
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" Hemewals r:mn is imposed vefowe -oﬁ relief from apn.al ("¢
losn obarges is obtained in 1945, the question of an up- )
ward revision of the genersl standard of rated will have
to be considered. In my opinion such an upward

revision in the ynlrgl standard of rates ocould omly be
Justified if there was oponslusive evidemoe of the
necessity therefor.

4. In ny view, thor,torc. the interests of the Colony
are likely to be but_ gerved if a decision is reached
whioh d¢es not leed to am unduly high contribution

being made to the Renewale rand or to the acoumulation of
an unnecessar ily large sum of momey in that Fund.

5. 1 am impressed Dy the argument put forward by the
Railwey Administration and endorsed by Mr. GIbb that
contrbutions to a Renewals Fund on & 1ife tasis must
result in the s ooumulation of a balance which will never
ve required for expend iture upon r enewals. The statemen$®
oontained on pages 37 to 46 of the upomx the lepart-
mental Committee on Depreciation is 1lluminating o.n this
question.

6o I also eonmider that advantage should be % aken of it
p;'otpnt of being able to redeem a part of the 1921 Loan
in 1946. In that year, as pointed cut in Paragcraph 2 (V)
of the General manager's Memorandum, Interest and Sinking
Fuhd charges will deoresss by £126,000 per annum Or more
and it will, therefors, be possible at that date to bripg
centributions to the Renewals Pund up to a 1life bvasis
without undne strain.

Te All these oconsiderations appear %0 me to lead %o the
oconclusion that the Kenya Government sheuld strongly
support the proposal that the contributions to the
Renewals Fund should be 2% until 1945 and thereafter on a
1ife dasis.
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8. From the Colony's point of view 1 regard this cND
proposal as greatly preferable to the alternative put
forward by the Rallway Council, nemely, tha;.. starting
with 1935, contributions should be on a life basis with
power to use the unrequired balance in the purchase of
additional Railway aseets. This proposal entails a

highsr annual oo_ntribuuon to the Kenmewals Fund (B)

and would, therefore, pre judice ths Colony's expeotation
of receiving full rol,buracmcnt of Interest and Sinking
Fund charges (C). r_urt.hermon the utilization of a part
of the Renewals Fund on Betterment would mean that a
oharge which now ranks lower in order of priority than
Loan charges would be given preference over Loean Char ges
as well as over the olaims of the Reserve. The Colony
would, therefore, be in a weaker position in regard both
to 1ts prospect of receiving reimbursemsnt of Loan expemses
and to the maintensnce of a Reaerve... 50 far a8 the Colony
is oemnocerned I consider imt, until Qdoquata Reserve has
been bduilt up, the first claim on any money available for
alloaation to the Reserve or to the Betterment Fund should
be to the Reserve rather than to the Betterment Fund.

9. ¥ith regard to the amount of the Reserve t0 be aimed
at the position IQoull. 1 think, be reviewed from time to
time, Yex present p\‘lnol'on 1 think that this Government
might lwrl the u’l‘ll Mansger's proposal that the
louﬁp te be uomlgtod (12 his proposals in regard %o
the Ml yund comtributions are approved) should be
51.0“00 but I suggest that the poaition be r ecansidered
wb-b ®eserve aspproaches that figure.

(sd.) H, B, RUSHTON

PREASURIR.



