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The Seoretaiy of Btate has received the 
attached letter from Mr. Bickersteth^ and will he 
glad to see the papers relating to the scheme referred 
to in the letter.
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U'os. 3i and 33 on 23335/34 provide an. ' - 
answer to the Secretary of Statens enquiry of.the 8th 
January on that paper; the Treasury and the Bank agree 
in thinking that, in the light of the diatrihution 
figures, ZO'^ is an optimistio forecast of the probable 
response to a "long" Conversion offer, 
kr.Waterfield also explains his referenoe to under­

writing a Conversion issue.
Mo.2 above results from a disousslon with ! 

Mr.Kzeohiel a Weak ago^when it was suggested that -the 
Orewn Agents should prepare a note oit the various

In No.33

possibilities
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. Thf^oretary of

.v-S->- ■ i- -tv.■•,• w ^
State/discussed-thia 

yesterday with Sir John llaffa./, Sir Cecil Boitom.-ey,mLoan charges other than by means of direct Sir Jchn Campbell and fa-. Ezedkiel. Tiie folio-wing 
points made in the discussion are recorded:-conversion. It was understood that the Crown

Agents should, merely formulate these various
' (1) Sir C. Battomley-pointed out that under -he 
Biokersteth scheme the -immediate relief to Kenya

devices without attempting to pass Judgment on
their merits. «-• .

from a conversion of the full £5,000,000 (6 per cent.) 
would be £90,000 per'annum (i .e . the difxere|i^e 

between 7 per cent. no-.-i paid and 4 per cant.

, - The various suggestions in Mr.

Ezechfel's lette^were discussed this morning
t

iiC3 and I append a note. Possibly the Secretary 
of State may now wish to explore the position‘ 
with Mr.Ezeohiel, Sir Cecil Bottomley and Sir 
John Campbell before deciding whether the 
Treasury should be approached in regard to 
the Biokersteth scheme.

present capital )£ ^^9 ) .,! 100
c (a) Sir J. Campbell observeu^iat there sere t-wo'

•' formidable, hurdles the eiclateaee eS. vfhioh must be

from, the Boari^ of Inl®,d Revenue^ and th'e 
very doubtful position of trustee, holders, lie drew 
attention also to the xac. that t, e boheme held out 
little or no inducement..to t..e sr.ialj i,older, to whoni 

i immunity from income tax -was relatively slight 
cohoern.

:

/

i/.

-:
Jsir. Ezeotlei said, in reply to ti^e secretary 

of State, ohat the Orown :i.;entB iai.^i.- pern-ps be 
prepared to 'convert a small part o! t.ceir holdings 
under the Biclcersteth scheme . He suggested Jiat olie 

' . annuities could be arranged, not ,vith a:: Insurance. 
Company, but with one or more Municipal Corporations, 

-some of whom are prep-red to repay bor owed capital 
on an annuity basis.

(5)i

^ -

(4) The iJecretar.^' of itate agreed tiiat il this 
! were done lir. Jickersteth migiit be given the j6o 

-df negotiating with the Corporations, ilr .Biclcersteth
j

could not, however, expect any other reo myense from 
ttovernment for his idea - it was not entirely no-.-el, 
and the Crown Agents were i^uite capable, if

I

•'
;' '-T; rv

i

K- -■ ■- X ail %■ ^^cesaary, of, carrying it out without his assistances'
ML ■ .-- '
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■ 14 th.

The-Secretary of State directed that^afte 
Hr. Beoierateth's

•fJ 0--L
concurrence had Been obtalpg,^*. 

the aoheiae ahould be aubmitted for examination j||^
T J- br

and oommeut by the Treaaury, the.Bank of England 
and the Board of Inland fievenue.

§■ It waa generally agreed that^ of the varioiia 
other propoa.ala, the only one worth further |

inTestigation waa that' for atraight oonveraion '

into a abort term 3 per cent, stock.- Sir J.Campbell
f <•

auggeated that the objections to auoh an issue 
entertained by the Treasury and t..e Bank might ! ” 
be met, at any rate in part, by providing a two-year 
margin for redemption instead of a fixed date .
The Secretary of State agreed that this varient 
should be ^explored with the Tra«Bury and the Ban)?..
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r-Mr. S-eotiel undertook to invite 
Mr. Biokeratutx; a oonourrenee in putting his . .1 
pi’opoaals to the treasury, the Bank and the >>

.Board 0. Inla .d iievenue . •Yiien vie hear that this 
i.aa been obtained, it will be necessary ? to i 
write to Mr. .Vatxrfield and Hr

t

. Holland Martii^|j|^^
sending .jium the Biokersteth scheme aa outlined ^ 
in the enclosure to No. a and invite their

; at the same time asking their opinion
on the effect of a two-year redemption period .

tbi
in regard to/short term-eoliversion issue.

comments
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t I never intended that the suggestion of 
borrowing year by year to meet the difference in 
interest or sinking fund should be treated as 
eliminating the other alternatives. I wanted this 
worked out in order to see what it would save, the 
K. U. r,. in charges up to 1946, and what actional 
capital charge it would put on Kenya after 1946P The 
chief snag in this scheme is thiit you can’t say with 
certainty at what rate of interesTrsKenya would be 
able to borrow in the years between now and 1946, and 
it may well be, therefore, that the soneAe is 
inacoeptable because it does not enable Kenya to 

take sure advantage of the present cheap money rate.
There are therefore in the field four possible

schemes -

(1) the above plan;
(2) an offer of long-term conversion:
(3) an offer of snort term convers.on with a 

margin of two years.

You were to find out from Holland Martin 
and the Treasury what tneir views were as to 
the reasonableness of tnis proposal, because 
as I understood it, the absolute objection 
taken was not to a short-term conversion, but 
to being tied down to a particular date for 
that conversion. I gathered from our last 
discussion that Holland Martin was inclined

N

to

I
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to regard a short-term conversion offer with 
margin of two years as a reasonable risk.

(4) The Bickersteth proposal. This was to 
be submitted secretly to the Treasury 
in order that they might express their 
views on the tax aspect of this proposal.

/ il

^ Hf
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0
^ \ e~
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r Khat I now want is a considered ^- 
view of these four proposals with their exact 
financial implications.
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Tha altuatlon as ragards gilt-edgad Stopk 
is now altering to the detriment of the said 
seourities and with things as they are at present I 
do not think that any loan would have much ohanoe 
of suooessful issue at reasonable terms.

«-# . What Ur.iiandford'a soheme boils 
down to is simply that the Railway Renewals
Fund should be raided by an amount which wo<ild 
give the same relief as a Conversion of the 6^ 
and 55b Loans on the Crown Agents' oaloulations. 
-The .effeot of this would be to allow tha 
Railway to reduoe its rates pro tanto, but

A good
deal of the arguiuenta in Kenya are bused on the

»

mistaken assumption that Kenya's credit ia as good as
-A

I do not think that that*is really 
1 tha oasa and if we did try to float a loan we should 

promptly find that Kenya would have to pay muoli more

that of H.M.G.
apparently Mr.dandford does not oontemplate

tha Railway, which ,piling up a reserve fund on 
ia what Sir Godfrey Rhodes is after, 
think then, that the scheme would altogether 
commend itself to the Railway Administration

I do not
than they thlnkVC't; J"/, ~

Tha eattlers are, o^course, making the 
ma■t^ef• a polltioal issue instead of what it.is

r-..

-an ..
because' it ia an essential feature of Sir Godfrey's 
proposals that he shall be allowed to pile up 
a reasonable reserve fund as a condition 

■ precedent to engaging in comprehensive rate 
reductions.

economic one - which is unfortuhatebut cannot be 
helped..

y. t. u.
is-^.

c
A- U 7k.

If the Treasury remain obdurate in 
regard to the Renewals Fund there is. no use in 
pursuing inr. Sandford'a suggestion for it simply 
boils down, as I have said, into raidring tha 
Renewals Fund and in this case simply raiding it 
for window dressing purposes beoause the Loan 
and the Railway'd liability would not be affected 
in any way.
would be that leas money would be credited to 

The Treasury are, I am afraid, not 
likely to agree to this. Me should, I think, 
hove a better ohanoe of getting them to agre'e to 
dir Godfrey Rhodes'a proposal which will, not 
immediately but fairly soon, enable the 
Railway to reduoe its rates, 
ae we know, look askanoe at that.

A

^ tU”trie. .

•- ‘t- .AA-

«-* 6L^ ^ ^

TXiaUit 'C

iy a, s ,fi. <1 t: 
oO ti &y-

The only thing that would ha;
u.

oUtrRenewals.

^ a. Ajp •y-
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I agree generally with the preceding orltloiemB .

of the Sandford eoheme. It seema to me to atand^ 
than the atralghtforwardSi Ur.B.L.Hanaard (author of one of the 

aohemea enoloaad in Ko.l4) oame today with an
.tes

leaa chance of aucceaa 
2% renewala proposal which we have, repeatedly

introduction from Ur of the Uinlatry of 
Agriculture and ffiaheriea and saw Ur.G.H.Sandford

and unsuccessfully, urged. I do not think Sir

of it:—heoauae he insists
■IV: - “

0 Rhodes would approve
■and myself. A long discussion ensued in which 
Ur.Hansard strove to persuade us (a) that tha 
holder of £10Q Kenya 6^ Stock would Jump at ^ 
immediate offer of £1R5 in oash; (h) that . 
oonversion on these terms would he immediately 
henefioial to Kenya and the Hpilyfey without

,I that, for permanent rate reductions, he must have 
behind him the balancing tank which a fairly big 

two Oovrs: have alrea:^j reserve would give. The 
[concurred in that view. It is obviously sound

t.j financially. (. Prom memory, he did propose 
irate reductions totalling about £ 100,000 in 
1936; but■^he was providing for that by adopting

" normal" scale of receipts and -expenditupo, 
depression experience ae01Be(r”'lu justify. Pop 

. anything-further, he insiated'on the. necessity 
for a considerable rggerve.)

The Treasury stated, us one of their major objeotjlons, 
their refusal to admit now of hypothecation of 
the 1946-48 relief fr*m loan charges for rata 
reductions. They are thinking of. their £ b idlliciih; 
and their main point is that they cannot allow 
a policy which earmarks a substantial portion of,

A

the 1946-48 relief in preoudice to their claim.
That hurdle still stands, under the Sandford

being - <

unfair to posterity.' . Wo mot him with the Crown ’ ■1

Agents'.«aloulstiono of Dooember last year (enclosed 
in 7 on 23335/S4); we also a^od why if oonversion 
la so simple and so profitable does not -the Britial) 
Treasury convert the £323,000,000 outstanding of

the new

which

1.
the SjJ Conversion Loan, 1944-54 (now quoted at 
120 )Ty His only answer to this latter query was 

I to point out that Ur.Olav Hambro had successfully 
I oarrled sut a conversion of the 6^ Frefersnoe

Shares of Hambro's Bank.
da did not tall Mr.Hansard that the 

I. Orown Agents had signified their readiness to 
exchange their own holdings of Kenya 6 per cents, 
for a new short 3^ on the basis of £130 for £100; 
if we had aMatiened it we tdiould have been drawn 
Ante fwther dlsottsslen on the effeet of peiyment

.'.i'ffli r;,W'
' : --r . - ,

I■',V.

■r-'
proposals.

The fe7th: September, 1936. iilfe
'■‘r

-'i

or nen-paytunt of inoome tax on the holder.

Mr.laudfnd' u positive suggestion, was 
that oonfidsntlal enquiries should be made from 
soBia of the large holders of Kenya 6 per cents, 
as to idiat they would aooept in immediate oash in

- 4../^ ^
T~'" '

/at-.. •

:r -„• kr . "f-

:

/a ^

'p return .iI M^ , k-- ■
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& m^'-nmsurrender of their Stock* .. If 

suoh enquiries looked promising
posslhllity ths.t Treasury aoqulssoence might also 
hays to he sought.

return for the
the answers to 
crown Agents should than oiroularlze all. I have put the question by telephone to 

Ur.Hansom, who has promised to consult Sir Percy 
Eseohisl and let us know their views as soon as 
they oan spare the time from their present 
preoooupation with the new Ceylon Loan. ,? Wait. 
Bring up in a week if nothing has been heard from 

. Crown Agents.

£135 cash for each £100holders, offering, say.
oash required would be advanced« of Stock; the

by the Crown Agents pending its
new Z/jh Loan

to Kenya
repayment from the proceeds of 

guarantee *
Treasury/behind it. We pointed out

a

witn a
confidential such enquiries were ^ 

risk of leakage and
that however

iV:
there was^ always a 

► ■'•lihe effect of any publicity Would be to force 
would Kenya's credit in the

.. c
the price up;
City be improved by a suspicion that

nor
/ k 1 'i 'Vj c"A r.

of this kind were umdUr consider- liriytransactions 
atlon.

attendant upon the pQjposed Imperial guarantpe j., 
I promised, however, to

CJU^ IWe also dwelt upon the dlffioulties
ii~it -UlU-

lU- d.

for the new Loan.
Ur.Hansard's suggestion to higher

Ad ^ Cm C
-f i 0 ^pass on 

authority in the Office,
Later on^ after I had spoken to Itf.

9 U '. A
..p-

VJ tb. /,

U.

Um

•c. t/d-y,. , ib ac )Flood, Mr.Sandford and I saw Sir Oeoil
He agreed that we might go so far 

as to invite Grown Agents' opinion informally 
whether any good purpose would be likely to be 
served by initiating enquiries of the nature

*7
7^ V

& u.% ..
... fi- «o /di •77Bottomley.

ff *lUiA la 0l4^ .
U: - ■

■JW..^1
/O- .

•a •V- ^
suggested by Ur.Hansard, making it olear, 
however, to the Crown Agents that the enquiries 
should not in any case he set on foot without

Ur.Sandford

fife' o:/.- ; - -C—ir
j-'..

7
further approval from here, 
emphasised the Importanor^of oonaulting''the ■.i-

-■ ■f- Govt, of Kenya before authorising the enquiries 
and Sir deoil Bottomley suggested the

I*..
■ A

^ ■

\k;: possibility yaiae1

kA
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Sir J.ltaffej>•D6'
Aa the aoheme which has been under 

i oonaideratlon may come to you from some other source 
1 thlnlc It desirable that you should see these 
December minutes and the result of our enquiry of

■ -

iLcu fj

i

Wr--Cl<ww

A «•.
i the Crown Agents./ JJL'p: - h I thlnlc there la no doubt that the scheme 

Indeed It must be assumed that a‘^h h'fe-'.„ ?
Is Impraotloable. 
bargain which has proved good for the stookholdar and

fe:
.fiM

P<JL^ ^ U^. TL

3 w, 4' Cm.

U nu^^ted with loss tooths ,bad for Kenya can only be te 
latter.
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All the vurioua echejies sia£,t,e8ted have broken 
Go^n andez' exar&ination, I agree with the O.Ags: 
here. I ftoaia not conauit -the principal holders.

v:'; ‘
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:*
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. The 17th: heoembei-, IdSu.
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Uth Daeeidwr, 1935 •
Saar Traaatoa,

Tau haTa aakad whather wa think that any useful ' 
purpasa would he serred hp out naklng confidential enquiries' 
of Bosa of the ikw)i» teldara of fiSK stoeif, 19U6/56,, as ,

to the amoBBt in aaA whlA thar wssld hta planed to aeoapt 
for tha radavtlon of thsir stack

^hs answor is, I think, in tha nsgatlTe, since an r 
offer of cash for stock is likely to ha lass adrantagsous to 
the Eanya OoTemBsat than an offer of stookftr stock would ha^

Xha holder of Kanya <)( ISkt/lff stack would mdouhtoAU^! 
thain its aarrant aarlEat waltM if inwitad to saU 
asMBWHSt, Wa thlsfe that ha would want awan nera 

than the narket walua of tho aasunt of a asw Konya 3)t stock 
which he would aooavt in amliaigo for hlo holding. We think 

ihly wnnta to koop hla

•T

t'.- ■■

want
r it to tha

t
this haoauae he pr 
and if ha gats cash ha has gwt, aat.. aaiy:: to pay tha ■aifeat turn 

' other inwostasnt Aioh ho huya, hat ALao

iBTOStOd
*

I
i

/*•L.B.Vroostaa, Isq., d.h.l.
I ODumAti
I,

• .
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. to find a sttlta'ble iBTostBbai i^eh» •8peelall7 if he 
wanted a 19U6 atoOk, nl^t not he eaar*
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Boning Stroet. 4
7th Septenber,

Ujr Aoar Sutdford,

> Kanr tbanJcn for your lettor Juat receiTed. 
I hoTo bod tiae lor only e booty perusal, from wiiiob 
I Inlsr that you and Jlr Oodfrey libodes bare roaobad 
tbo aaos oonoluaioo from different atandpolnto. 
Bbados haa laag boon preaalng to reduce the 
Banamla rata to until loan relief cooaa In 
1946-48 Ott tbo underatandiag that It would uo put 
up to tbe aotparlal level thereafter, and apply 
the aavlaga to a rate reduotion fund.

Ike doaaler is iiolng out to Wade by 
taweiTow'a Xix Malli ae oauld not get It off 
aaonar aa ttaare «aa ao auob to oe copied.

I bope that by aoa tne official letter 
offering you tbe fanganylka freaaurerablp bee 
reaobed you.

Yours sincerely

«* E. SANSmS, 0301*
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»
I ‘ Government House, 

Nairobi,
Kenya.

12tii Aueuat, 1935.
% dear Botto!.>aey,

-%xo.u: •f.

I enclose for your information f eopy of a tentative 
=.nvereion schei.e aufeitted by Captain Schmrtze ' '
Cesslm

at the' recent - ■ 
Ooifli^il for„con3id|rati'on by Cove^nment.^ ^ 

you knou, the poaeibility'of obtaini>,^ eome'relief from W 
heavy burden of lopn ohar-ee is the subjeot'.of Constant 
cu^io, in ^ei.ycL.

or -e^iolative d

■rr',

dia- -

o.ttin^ frorr the ”Kej;ya ::;eekly Cene" datei^th 
1935, civin^-details of a soixvrhat similar achte formulated by "^1

-■ your information.
It has been .pointed out to Captain"Solnvartze i

1'. 2. L. Hansard is also eiiclooed for

-- and Jir.- 
on the c6m-

Ha;.sarci that a Lou.. Conversion vhich is dependant 
detely voluntary choice of individual investors is'^ 

difficult T.iatter and that
an extremely 

as the term^'-to be. offered to investors'
mujt bfr

accept the Conversion-Gcheme, the 
cial advantcj^e to ''rOT^muent is

sufficiently attractive to. induce a large proportion to 7 
prospect of 3eonr% any finaa- ^

neoesenrily remote.'-
The conclusion reached by the Secretary of State in t||e ' 

enoloLure to ycur Confidential despatch of the Slat .Vuguet, 1932,

oiroumotances he couldwas to tlie effect tnat in all the
see no

eroape

-1-



n■; 4^

Government House, 
Nairobi,

* \

Kenya.
i

escape from the opinion of the Crown ,feonts.than an offer of oon- 
Tersion would not-be to the financial advantage of the Cfovemment 

■ and' that he ooyld hold- out no prospect ^. relief at that time.
•' , A comparison of the enclosed Sohemes with the-Crown 

-agents' assessment of the position in 1932 would a,.pear ,to indicate 
that both Captain SchwartzWnd Kr. Hansard are fas too optimistic '

. in regani-.to, the tenns_ whibh would prove sufficiently attractive to- 
6»ure the sucoess of ainy Conversion spheme- of this sprt, mid that ' < 
neither has taken proper account of/the costs incident-upon-conver- - 
Sion. At the same time the mere, fact that ttieae. SchSies have'been < 
evolved is a--sufficient indication of the ptdilic interest .taken Ib'' 
this problem and it may be that opinioC in finaneihl oirolea in -' 
London has undergone some modification since the problem was last 
investigated in 19S2.

In order therefore that I gay be in a position to state. 1 
that'Government has fully re-investigated thSL matter, I'si^ould be 
ertremely grateful if you cause these sohemes to be ei^ined, and 

. -if you would also afford Sandford, the Deputy -freasilrer (who is 
bn his way home) facilities to discuss them and the general liuestion " i 
'Of Loan Conversion with the authorities imediately oonoemed it the 
first convenient opportunity.

A.

new

Yours sincerely,

C. BOTTOIlLiy, K,C.Ii.(5., O.B., O.B.E.. 
001011141011101;, 3.1.1,
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t Memoranduin in 
conversion of the

connection with the PossibUity of the 
(1) £6,000,000 1946/^6 Loan.

(8) £5,000,000 1948/68 Loan.

(6) £8,600,000 1950 Loan.

T6e following possible
method of cunversion 

saving of 
suggestion 

'discussion by 
j and Crown

for the above three loans, 
£191,600

»lth a subsequent
per ennuB, is put forward merely as a 

and lor
for the consideration of GovernBent 
the Deputy Treasurer 
Agents while he

»ith the Colonial Office 
is on leave in England.

-It is realised that the whole

.. .oc.,.
market price'of the Loans coupled

success of thescheme depends on

repayment at the-present 
»ith a long term investment at a rate of 

preset price of money,
unattractive.

interest which, 
is not, in my

considering the 
submission,

Clearly ij- Government is advised that 
mentioned of 

roportionately to the 
necessary to pay to bond

price offered is inadequate 
*181,600

the
the saving above 

a year would be diminished n 
increased price which it win be '
holders.

The fignres 
^0^00 Loan at. ^

*ork out as follows
Jiepayable

In respect of this Loan 
interest at plus

the Colony is 
15*' Sinking Fund

paying at present 
total of 5!* making - a

an annual charge of 
If the bond holde 

present market prices which

£860,000.

rs are paid orf at
are £126.0.0 per £L0o stock the 

charges oi' the 
fund JiS^ - a total of 

to an
■«
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t '’^"annual saving of fntei-ffst of £100,000. The bondholders 
*111 be getting on £6.260,000 .hlch is equivalent to 
^ per annuB on the par value of the stools.
(S) £6.000.000 Ln<m «t A repayable 1918/5fl=

In respect of this loan the Colony' is paying at 
present Interest at Sft plus IJS Sinking Fund - 
nuking an annual charge of £800,000.

If'the bond holders

a total df $1

•re paid off at presen* Barkot 
prl«a .kich are. £120.0.0 per £100 stock the cost aould be 
£6^000,000 and the annual charges of the Colony with 
interest at 1J{ and sinking fund -V'total 
sBount to £240;000 which is equivalent t.O 
of interest of £60,000. '
^ on £6,000,000 which

of ^ will
an annual saving

Ibe bond holders will be getting- 
is equivalent to 8 .5/6th % per snn»

on the par value of the stock.
(5) £8,i600j^ Loan at repavabi e ;i flfin

Is respect of this Loan the Colony^^ 
present interest at plus 13b Sinking Fund - 
6J^ waking an annual

paying at 
a total of

charge of £192,600.
If the bond holders are paid off at present warket 

the cost would be 
charges of the Colony with

prices which •re a.16.0.0 per £100 stock
£4,026,000 and the annual

interest
a total of IJt - will awomit toat $> and ^ sinking fund - 

£161,000 whioh is equivalent to an annual saving of interest 
setting on 

to 8 9/4(Jl par annw on the

of £81,600.

£4,026,000 whioh is equivalent 
par value of the stock.

ISie bond holders will be

If this sehewa is feasible it would
«a*a4»tageo»a to both the Colony 

' < ; fs, if the eonversion

appear to be
•>*,th» bond holien I 

nw fc(»ty I
all, -..

oan be for a long |)orloi,

'■'i L'i:'-*"-' ■i' 1-

2k ■ '
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§ Jr»ar8, tho bond boldi^rs win be 
interest assnred of a rate df 

of rates st

■»

oODslderabljr m advsnoc
or likely to rale for-
effect

Ipresent rtilii* 
ooBo, and tbe Colony eUi 

Beery saving annasliy and am be' 
l«-ibUity at Boa^beciaing de.„r

r Bany years to
an,, taBodisto and 
against tbeinsured

froB soie BDforeseen cause.
Whf• tbla is not wtioipated the pajwnt

f 4ntere.8t can bo looked

c-
•»t rate of 
ig>oB as

of aper annuB in 
aoi|| borrowing

' "t"I „
solUBe witbout any :

■orely as a poasible

respect offf. - ' •

forward this 
■arket at bcoe 
^ this OoverDBept

putting
intiBato knowledge of tbe aoney 

wenne oioriaoration
advisers ^ Sogland. ' ; :

and

* and its financial¥0-
(Signed) fl.s.

■i-, '
' V.:

: ■

Vi.1’['ifc.V-'

S^>4-
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KENYA GOVERNMENT LOANS.r- /

A PLEA FOR ATTEMPTING TO CONVERT,
•r m. l. MMMBMIID.

:=s,;vrr;.sri.i-,-“ . c™. p„ irr.S'KSF-;;*:;;
GaW. .o Co.v^r.L, 1°do“X'§Tb.Uhr“'.” cU?T»rgle“r“,'° whfcb Tj°"’ KTo'm'bfrtoV'r'’ '"™ '"'‘'“'“-‘i

'■sr. “s „ s,r.S
£100 Slock in 1 su f 1?46 re J S fj/ I' ‘“°°T t »' Ke^v. P'“P* 0"w’
the mean hme bcaides paying 5^aDd6°/’» /20nn Ti People wulj income exceeding in aha !i V®“® person happens

WB conid bolter Ibis schcoic a (orliori:' D.te of RedempUon.

Mr Hombro loJvll!i‘‘'N°" "*“P‘‘”" “‘■osen t„ gi,e ,

1. rtb Assursncc. Tbe l.llcr L'erpors- “"-O -HI not drop. c.^. if owinV lo llT 'f
Iheir Lifrinr. '" “« »' “ Sooi.lis, 1„ ” bo
wbiob eiopcdTo 'll^'''’r‘'L P'1‘1* nt ‘1*“« “ '!<•«>' in London as it is today in Paris an
sbart To nn^oL M b‘"“ '"''‘“‘"■‘'li HX iircdcnrabl. loa/ „„„|S drl

“Tk k reported Times *“T> whilst a loan redeemable in H t nore

S^5h*“* -

X-tii“a.S.rr“
to anpposl that Ihoy won*d 001^01^'"“*”'“ Ive*t„"f'red°^ t'“* °' ‘°°°°'" ““■ ’■ io™tcd°inJ

o‘o^n.‘l”Ht:z.7ro”of“ r'.*-"' r{--o-p“o'“t "wo^ldr^td^rT; ly*
0.1 of nnder 3«/I„p one fon“d bZS'k”"" ZoliLd‘by "■■> ■'■"‘'"'d of orlbodox finance 'rredaenrabio Government srenrity and

oT/.d^'nr-r^^r'''"^*^”'*™'-'
t'bVrn,^tL‘V.irc.;s •“ '““"-“o ‘Vh.z a^Zrtr^o*
-. find tbe 6% 1 *„ is soTin LonTn'llrZ WbitobS' "■ ” IZ'llrT"' *7;
vaGing c«r7*/‘'Bo’7p‘“p„t“"’*"7' 0c7 jrd‘'“°‘’'b " ■ ‘ ’"PP"' *«“stoIk ai^ill
loan of £1S4 repajabh in'^l^n Tk“"^ * nricc if ‘° "“"■‘'d .bout the ““'o''.PPO"'io nuvbndirs Ballaooc sheet

|tbis^l24,asSba« ZavTU “ ?.« ,e fid'" H hs, bceo pointed out (1 bclicva ErGc.
It would obvionsiy bo advisable iiba.nZk ' «i oonmonl?) that if ibo money were raiaed by
mg fund so that ibe debt of Ibo oonftrv nr" m Sumninry “ ‘“n (f"% too muob)—if £«**-»ero
b. tie „m. „ it is now i.e, at aimple irdt bilA; TsaTrffbO.WoT

Addendum.

.ndtcnlcd /,„„iWe „e,ici,T
It .. possible that the British Government 

Will refnse to gnaranlee a Loan
. The effect is as follows. Kenya 5«/ red j« 

■ts quoted 117 Nigeria ,1% 47 i,,7^° 
fore Kenya creflil is 
Nigeria 3% red 5,”* is ID.t 
credit is -

the same as Nigeria 
British Oovernment

3% f'-J '•:» 69

■N HX :
103

•18-53
i* 49

103^
lOii

t

{'^ontmufii on f^ge 25.)
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HERE /

AND
IFtfifi

THERE
imporlanl ■tep t(wa ds eliminating inter- is the first time the Irnslees have ever eom- newspaper foanded by Dr. Goebbels, the Prn-
locking direetorat < in telephone and misslooed anyone outside I be ranks of Iheir paganda Minister. The writer does not give

olograph business has been taken by the own oipert craftsmrn. ^ny salistios in oupport, or eaplain why no Bud-
federal (.ommnnicationf (ommission, which Mr. Cockerell teaches bookbindiug at the get has-been forthcoming this year, 
has refused applications Irom ten of the most L.C.i'. Conlral School. - tie admits that the Government gold reserve
prominent hgu-es in indaslry tor permission to He told a representative of "The Daily Tele- is now only £7,000,000. •‘Nevertheless,” he 
servo as an olliocr of more than one company graph” last night that he would bo assisted by says, “every German knows his savings are
or on more than one direclorale. his eon and parloer, Mr. Sidney Morris Coo- safe bcoanse the Nasi Government is watching

Amonpttho petition., denied are Ihose of kerell. They,would work at the Museum. over them"—a phrase received not without
Mr. Walter Gifford, who will have to give up The dummy binding they had made at irony in financial oirles here,
his posts with 21 subsidiary Bell companies if Letchworlb bad been approved. The aolual Official figures show that the cost of living,
he IS to remain president of the American binding would be of Spanish mahogunv boards is still steadily increasing in German^. The
I elephone and Telegraj.l, ' 'ompany; Mr David and white pigskin back. . • iudes figures for wholesale prioes have increaa-
Sarnoff, president of the Radio Corporation of ‘ The aim,” he said, “will be to use no m«- nd dj per cent, since the cerroapondiug mcnih
America; and Mr. Newcomb OarltoD, chairman leriala in the binding that may not reaBonably last year, 
of Iho board of the Western Union Telegraph be expected to last for 500 years ondcr library 
< onipany. condition”.

Detailed statistics of retail prices, especially - 
tor foodstuffs and clothing, are not available,

QENERAL LUDENDORFF hasgivechb A new iccord for swift trans-continental honsewife^h^^the^y
blessing in his penofbcal. ‘-At the Holy ^ travel has been established. The latest the last two months. -

Spring ot Uerman Rower to the new conscrip. American streamlined train entered Chicago As there has been no ri»-in wages to ■
tioD law. Now he flfclares. the German station after covering the 2,250 miles from correspond, dissatisfaction is again growing
pe<^ e IS a nation umler arms. ’ Portland, Oregon, and redneing by 19h 15min among the working popnlation.

tic 18 glod that “non-;lryaD8" will no loogor the time tahen by the regnlar expresgea. Complaioli of bad trude come from Solingen,
bo abicto aorve in Ihc („.rman army bnl ag- The jonrney look .Mh 45min and was made » In the Kohr-thc German Sheffield. The atulc 
grieved that the I hnalian religion ahonld still at an average apeed of 7.', m.p h., hot the traiir'^ of employment is reported aa unaaffafiiotory,
le preac e oao lera once attained that of 105 m.p.h. llioiigli no tignrea are given. The alump which

Iho Jew, lie write., “can never again The train ia to rnn regularly between I'bi- was noticeable in April continnea
command German foldleis, but bla God .leho- cage and the Pacific coaat. It is driven by Firms more directly concerned with rc-
va IB still lo be revered towing lo the exis- electric motors, for which current is generated armament huaiucea show iucraased profits. The

of 111. Bible), by the German people and by a 1,200 h.p, engine. Thale iron foundry ooncern baa innreuaod its
millions of so dlers of rman blood, tor Ibis In March Iasi a light L.N.E.II. train cover- tnrnover by 56 per cent, and has been able lo
God a true natnre IS not yet recognised. The ed Ibe 268-miIee between Newcastle and King's pay,bank instalments of its foreign loans,
leaching of t hriatianlly IS pacifist and oppose.l I'rosa in 3 hours .'i 1 minutea—an average of
lo the character of oor , .-ople,'' oit.fi m p.h.-and reached at one part of the

jnarney the world locord speed for stenm of 
108 m.p h

«

tf'nce

'T'WO prisopers each serviog a seDteoco of 
five years io Bucharest for murder, are to 

sit for their school esaminatiou id prison. They _ 
are students, aged 16 and . 17, respectively, 
□amed Deooesco and C'escano, who last year 
murdered the Cabioet minister, M Popoviloh.

They madb’ an application lo the Minister of 
Edocalion to be allowed to take ibe examina* 
lion prelimioBry to matricnlation, and tbe 
application baa been granted. The Minister of 
Education is sending two couamissionors into 
the prison to condnet tbe examination.

pOUR members of tlx family of -Km:”— 
Mr F M.A. Beai’v—were killed in the 

C^uetta earthquake. Ttf y were:
Mr. George Benlty. son;
Miss B. Beatty, daughter;
Two granddaughiers Bellj nn-l Phyllis. 

, Mr. Beatty, senior, und his wife were in- 
jured.

'J'ELEVISION hiis reached such an advanc­
ed stage in Mnntreol that images are 

now being obtained which are almost as clear 
as the Bias, aceording to the New York in­
ventor, Mr.'William Hoyt Peck, who returned 
to Canada after a visit to the U-S. The ex- 

Mr. Beatty, on whom Mr. Kipling based the perimental sUge is now passed, he declares,
character of “Kim , w .s sports secretary of and attention is being concentrated on install-
the Qnetta ( luh. He was formerly in the ing permnoient apparatus and makiDg broad-
Baluchistan Police, IQ V hich force bi.s son was castas regular as those of ordinary sound
serving. programmes.

One of the most pici tresqne personalities io “We are now broadcasting pictures IBin 
yuetta.hewas a snpe-b athlete in younger square on wave-lengths of 6 metres through the
days. His career has leen one round of ad- metropolitan area in Montreal,” he added,
van nre. “The greatest distance covered so far is 6tl

A ‘^1 i'd”th “'(‘‘h o;lLw„'’w\lUm^l;;a\‘L”Monl‘“al llion'''’'
he. h t^ ,1. "‘"“k ’»■> ■■T.lc.i.ion receiver, now used Ibrongbont

|l>e oily exp,rimenlally are intern,.,,ting ulaar 
m,’, . . . 1 . 'inagre which can be viewed at a distance of
The trustees of the dnlish Museum have 10ft from the screen.”

are now
. nr "."J’; «l>o>e name la under ooosl,notion in Canada for in.tallalion
well known m Ibe rn„,|,,r,l,iely tmali circle in M«nlr,.,l. New York and London,
which has to do with tbi binding of valnabie 
books.

There is a beokbinding department at the 
British Mneenm, and, so far as is known, this

CAMUEIi Pepys began bis famous diary in 
1660 and ended it in 1669. Id the years 

that immediately followed, be won nattional 
repute os chief officio! at the Admiralty, was 
greatly trusted by t'barles II. and the Dnke of 
York (afterwards James 11) and became a 
member of Parliament.

Then, at the height of bis power, Pepys was 
the victim of plots hatched by (be enemies of 
the Duke of York. Finally, on a charge of 
high treason, he was sent to the Tower.

The remarkable story is told in the second 
volume of Arthur BrTapt’s “Life of Pepys.”
A large part of this work is based on the two ■* 
later diaries written tiy Pepys which, «iih 
other documents he preserved, were recently 
discovered at Cambridge, li is an important 
addition to faistcrical knowledge.

'a

‘‘(^LRMANY'8 Sinte finances arc in the 
very best order” is the remarkable 

statement made by a writer in “Aogriff”-w-tbe
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^ Kenya Government Loan*. ^ Kenya Horticultural Society.
• (r«,uinu,dfrompa^e 13) ' (Continued from p»g, S3.) Kenya Stock & Share

Co , Ltd.
81 Rhabarb 6 Sticks 

lat MUs Loch, Tori.
2bd Mrs Easoa, Njoro.

82 Caaliflowor Riogle Specimen Grade D 
lat Mrs Colvile, Njoro.

S3 Any Vegetable or Vegetables not provid* 
ed'for in the Scbednle Grade H 

Ist Miss Loob, Tori. 2nd Mrs Eason, 
Njoro. 3rd Mrs Eason, Njoro.

Grade E -:(o);
that it would require a Sinking Food of 2.27 
to reduce the loan to 100 in " ' I_ 
argument shows a loss; it however imagines 
the Sinking Fund being in a non interest 
bearing a/c. If it 
average loan would be not 125 but ll2and 
interoit would be 3.37 not 3.75. Even this 
fool arrangemeot gives a gain on the 6% of 
i 18.000 a j'car.

{Errata-. —Tht fiyure £825 i>i tht beginning 
of the above poryraph should read £125 )

suggested (hat mjr sobeme 
with the present Sinking

Kenya Stock & Share Co., Ltd.. 
MieKiun’i BiUdiaii.

E.taaitehad ,93S.
1946. This Nurd».

to redeem itself (bnwas u
The first end oldest firm of Brokers 

in Kenya.

P. U. Box 1186.
Telegram* "Bcardstock’*

Nairobi.
Telephone 2893.Junior Section.

85 Collection of Pressed Wild Flowers Most
have been collected this year.

Senior 1st K. OJeodaal.
2Dd Bessie Simpson.

Junior 2od fdna Ooirns.
86 Brusbwork of Flowers.

Work of Current Year.
Senior Ist Joy Nelson. 2nd J. Mortimer. 
Junior let Beib Dawson.

87 Moulds of Flowers Work of Current Year. 
Juniors Ist (.\ Oliver.

88 Decorative- bowl of cut Gar^ Flowers
arranged by exhibitor Prizes given 
by the Hon. Mrs Grant.

Seniors Ist P: Peirson. 2nd Joy N^soo. 
Juniors Ist'Edna Cairns. 2Qd AnneTurton.

89 Minature Garden.
Seniors fst Leo Dwen,

2nd P. Peirson and P. Kfeling. 
Juniors Ist Betb Dawson and J. Fenton 

2od J. Hobden, H.' Meinnis, 1. 
Milner.

91 School Gardens.
To’be judged Uler in the year.

it baa also been : 
in eflfcct does away 
Fund and however desirable ihiM may be, that 
Ibat it would so shook the Colonial Office that 
they would taro it down. The present Colonial 
Secretiries have certainly not yet been ap­
proached and it certainly does not seem worth 
while paying £200.000 a year even to savo 
Mr MacDonald’s blushes, if any. The real

\
I Additiooal Prizes.

The Keny Horticultural Society’s Cballedpo- |
Cup to the winner of the largest lol-.l 
number of marks at the Show.

Winner: Markwell, Subnkia.
Tbo^Kakuru Branch of the KenvaOlorticuI. ""ii 

tural Society’s Cup to be won outright 
for the best staged exhibit.

Winner: Mrs Cooper, Elburgon., - 
Mrs W.A. McClellaud’s Cballenge Cap fi r 

the largest lotoi number of marks in (I e 
Fruit and Vegetable Section.

Winner: M

. ;
"^1

authority is MrCbambeflain.Ii, his own Budget 
hfl has before now cslimated to borrow against 
bis Sutnary Sinking Funds, and the British 
Ireasnry has shown a surplus for the year be- 
fore applying the Statuary Siukiug Funds 
The Majority of Jiritish Government borrovfC' 
logs have not now obligatory 'Sinking Funds 
operating or attached to Hiem. The reason 
obligatory Sinking Funds are atiached io 
leans is for the purpose of attracting ibe 
lovestor. In the case I have outlined the Sink- 
iig FuiJ frjm his pjint of view i.i higher 
ihan the present

rs Colvile and Mrs Eason. 
(Equa') Njofo.r ^

Tbti Mount Elgon t^ailenge Cnp preaeoti'.i 
by Major'and Mrs. Chator Jack for thi -/ 
moat merilorious exhibit in the Show.

Winner: Mrs Cooldrey, Njoro.
one.

Maurice Rosenston —
Turf Accountant

Tel: Add: '^RAMR"
DENY

Phone: 2961. Box 381

London Cup Run Sstupday July 6th 
1 Milo, 6 Furlongs.

July Handioap Plato Run Saturday July 6tb 
5 Furlongs at Alaxandra Park. That’s anothar 

looking word 
but Its in our dlotionary

It means you must’nt 
deny yoursalf a Dewar’s 
-nothing to do with 
Denny of Dumbarton.

What’s Yours ?

quaar

Runnars-Jookeys and Prices on applloatlon.
Durban July Handioap, Run Saturday 

July Bth 1] mllos.

6 <L. Hammon)
6-12 (J Joseph'
8 - I (K. Malsch)
, 0 S
7 • 1 (A. Rugg)
8 - 5 <G. Larivlerc)
7 - 10 (A. Gorton) j
s ' 4 Murty) 38 - 8 (S. Gorton)
7 - 10 {...............
6*13 (S. Johnson)

6 (R. Marlin)
6 • 7 <V. Me Murty) 11 

Subject to Market Fluotuations.

Win 'fPlace.
5 X 4 
6x4
6 X 4
7 X 4 
5 X 2 
5 X 2 
5x2

9x2 Taproot
5 Ygor

[J/2 Stray Melody 
13/2 Monsieur Jean

6 Eccentric 
8 Sun Tor
8 Gavelkind
9 Legacy

. 10 Fateh Singh 
12 Bovency 
14 Brown Streali 
20' Silver Crown 
25 Noble Son 
33 Spear Dance

/ -
8 .
9 .

3 DEWAR’S M4
) 9x2

67 . 8
>Sttelal>^a

Final Cable to a.m. morning of Raoa. 
Ton are on H

Phone: 2961

Trad* aupplfas frwag

Keiths Roy <S 'I'j'sons
(Mombaia) Ud,

lU
i % ,L't reooiye Wire befopo 2 Koin.

Write Box 381 Box 20Bor Wire: ‘RACtR ’ : ■■•mliaM.

►
.*

/
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RAIN. General Smuts at Dundee, Natal. • ^
ABIDING PEACE IN FUSION. ^ *

(E^UMfrom lit JohannMurg Slar" o/ felt for many year, that we were liviog wilh
^llbliy35,) the abielJ of the mightiest empire in th? world

Corner Turned in.Union*! History. over us. We have now reached onr moiority
Dundee, Friday.—General Smuts who was realise that it is imposjiblo for os al-

the goest of honour at a dinner given by the ® behave
Town Council last night, made a speech which ilu'* grown-up men and face our responsibilities, 
deeply impressed bis audience. We have taken the most aalotary, the most

“The peace we have now made ” bo said *°o*e8ome and the wisest step, and can now
‘ is. I feel sure, lin abidlifg peace. I am ner’ 1"'“ attention to the problems
Buaded that the success with which the old *'*°'°*
South African and Unionist Parties were • ..r Great Poasibilities.
nniSed will be repeated in fusion In the * convinced that this country has enor-
Soulh African Party we have learned that it “I®.” of expansion. Our geogra-
was possible for JSogUeh and Datch-sneakinir ““d mineral assets will help os
to work together in harmony. The Ice was 8® w^’Wfrd by leaps and boonds. Wilh 
broken in that p.irty. and the crust finally tom resources, the other Dominions
through by fusion. ^ ontstnpped ns, simply because they had no

-I am glad I bad ihe courage to break the di^Wons. I wi(l ask
old racial traditions in SontL Africa We bad k°”' ‘o mind the small things,
learnt ioadversity-.andiafter all, the wisdom of to Itiet ‘!*®' -
life 18 learnt not in prosperity buTHn the bard r 8^®®^ P»“ciple of justice, fair -
lime,_,o<nba,enodoHbl wLbalUio Ibroagb ‘"d »P»rls>Hansbip.
and tbal Sonlb Africa baa debDilelT tmaed Ibe r.ly ao much on Ibo

2 Jb.J3 ^-Tjreatett corner in ber^history. outside world because the various countries -
< “GO Shield of th. E^ipire ^ ^ ol^d ,

■ The oooiplelo iolenoiogliog of tbe raoea ^” 0100^^% and to the

b:';rw“^:';:ji’‘rl™tS:p.:t"‘‘o:^
r.rc?r;r;.t!:'‘'"' “ '■ ‘ :&;r?-.be3h
old grooves. We need not wind Ibat. I ̂  forward ^olt S-f^fll ’

/Weekly Report
For the week ending JUi.U dune, 1935, at 

certain stations in tbe Col-i’ynnd Protectorate 
of Kenya and other Fast \frican Territories.

Overape 'jJ ___
of 7 da} H ' of Jan tst/ 

June20tb/JuiM i<6th Days. .June 26th.
No. TotalDistrict.

[ps. Ids.
Eldorot, D.(!.
Eldama Ravine, ^ ,

Ettriok Est. ’ b.8l 4 
Eldoret, Eldalat 
Fort Hall, D.f).
Fort Ternao

Ripteris
Kabeto Observatory 
Knimosi, Kapworen 
Kericho, D.C.
Kiambu, D.C.
Kiambu, Digwa 
Kilifi, D.C,
Kiparren River,

Ctemosagai
Kisumu Marine Dept.
Kitale, D.C.
Koru, Ngirimofi 
I.amu, D.C.
I.imurii, Mabronkin 
liimuru, Togi 
Lumbwn, Mtaragon 
Miicbakos, D.C.
Mackinnon Road, U.K.H, 0.00 
'lakiodo, K.U.H. . i.OO 
Maknju Sisal Ltd., 0.06 
iMakuyu, Kinengny E. t 
iMnlindi, D,C.
Maragna, Njugu 
■\Ieru. D.C . ■-
.Moiben, Spring \ alley Est. 2 38 3
Aliwani, Thi Mill 0.48 5
Mombasa Observatory 0.97 3
Nairobi, K.U.H.
Naivasha, Slerndale 
Nakuru, D.C.'
Nandi Escarpment,

Kimuten
Nanyuki, Silverbt'ck lloi* I 0 54 
Niirok, D.(\
Ngong, P.C.
Njoro, 'Plant Breeder 
Nyeri, D.C!.

■ Itumuruti D.C.
Ruirn, Sn^ri Ltd.,
Rniru, Marula 
Ruiru Kahuguni 
Rniru. Earamaini 
f^iinba, K.D.R.
^oDghor. Mbogo Vale Ekt, «.76 5
Noy, Soy Estate. Ltd. 1.89 6
Thika Avontuor 
Thika,.D.C.
Thompsons’ Falls,

Marmanet 0,48 3
I

___ mi
Riitiaba. Uganda • 1,22
K'umpalft Observatory.

(!.95 3 23.01

23 62
“-33 4 26 24

23 87-20

'>56 7
d.Ol 1

30.27
19.39

1.68 5
).08 2 
}.03 2

J.39 3

42.65
25.81
21.54
24.27

2.65 6
M3 6 
1,95 5

, 0.60 6

23.58
33.10
24.67
48.56

i.rs
0.10
0.08 5 27362
1-27 6 20.46

I8.UI 
28.30 

6 80 
1 20.95.

0 00

0.96 4 22.24
24.490,25 1

21.08
30.67
28.90
17.88
14.96
14.22

0,00
0.21 .3
1.03 4

1 09 6 34 .52
1 17.55

2(t.37 
18.83 
17.16 
1.7.01

0.00
0.26 I 
1.37 4
4)14 2
0.30 I
0.24 1 18.09

19 68 
22.54

0.04 1 1.3.76
11.26 
39.00 
25.13

9.38

0.00
0J)0

With a Snack or 

The Popular Drink 

i« a PINT of

Lunch0.00

f0.04 1 18.26

17.40Tsivo. K.U.R. 
\.,i. IW:

C.OO 4.99
5.81

4 14.00
26,79(*.43 5 •^1

/Vofor-The iilov., li^u c« me icHoidf. i»keii n
'• itiim HaingaiigpR ilumfgl jut ilic Colonv, and n-.

lennii 18 received, a blank i(.Blif>wii* ® ' PALE ALE /7i
\

»

\
V

4.
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A. A veiy substantial proportion 
long dated 4

B. A 4 per cent, 

of Kenya 6 per cent.

of stockholders would prefer a
per cent. Loan to the 6 per cent. Loan 1946. 
long dated Loan would be attractive to holders

if th^ received s^ £ai5 of the 

6 per cent. Loan.
per cent. Loan will be in'demand from 

^oans are useful to so 
per cent. Loan would in 

although Kenya*is not helping her

per cent, long dated Kenya Loan would 
any but a veiy few to receive in 
5 per cent, short Loan,.-.<f 
it might attract

4 per
cent. Loan per £100 stock of the
C. The short dated 6

now
on as the short dat^*!

many people. A * 
itself be attractive,' 

own Credit.

long date 4

D. A 4
be no'-Attracti-on' to 

exchange for 6 per cent, or''

reasonable premium, were'offereda

more.

Another suggestion to relieve 
advance as 
3i or 5i of the 

This 4euld

tbe present situation would be to 

the difference betweena 3i Loan to the Kenya Govt.

average interests of the two high interest loans.
mean roughly a relief of £200,000 

years, and if applied in the first
P-a. for the 

instance to the Kenya
next 10 V



Government share of the loan would make a great difference.

J- Sandeman Allen.1st March 1935.

c •
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KBHYA T/^tM COHVRRS^OH.^ . »
#

Kfrpt pf jhft
1. On the (purely arbitrary) assumptions 

the amount of au:ciliary borrowinjj authorised is 
aSO.OOO per annum till 1946 inclusive and that 
the prevailing rate of interest for the whole of 
that period will be 3^.) the effect on

the Colony end the Bailwoy of Hr.Ezechiel^s' 
alternative

3 leiiiBs- that
No.8 on file.

proposals would ba'hTfollows;. 
Under dcheme (a), whereby the auiiliary

borrowing is applied entirely to meet interest 
charges on the 6> Loan, the: nett annual saving to ' 
the .Colony.would taper from £22,638 in 1935 to 
£18,138 in 1940 and £13,638 
-^11"S.V from £127,362

in 1946;; and to the 
in 1935 to £101,862 in I940

and £71,362 in 1946.

The additional capital liability in 1946
the annual ehar.ges on this (at 

proportionately distributed 
' Colony and £56,100

would be £1,650,000;

2 + 1 per cent) if 
would bo E9.9C0 to the 
Hallway.

to the

Under ocheme (b),

applied to providing Jinking Fund contributions on 
the whole of the Kenya Loans (£17.205.000)^the

annual relief proportionately distributed between 
the Colony and flailway 
1935 to £27.565 in 1940 
case of the Colony 
from £115.535 in 1935

wdereby the borrowing is

would taper from £34,465 in 
and £19.285 in 1946 in 

and in the
the

case of the 
to £92.435 in 1940

Railway

and £64,715 
capital liability in 1945in 1946. The additional 

would be the same as under (a); its 
Colony £15.180 ano

service would 
the Jailw^ £50,82C per

• cost the 
annum.

2.
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The above figures show that the main 

benefit of Hr.Szeehiel's proposals in either form 
would aceme to the Bailway. In effect, the annual 
working eurplus of the Bailway would be proportionately 
increased. The General K^ger, supported by 
both Governors, is aimng_at ^stoning.,tiig 
amortisation of its ejcisting capital liabilities; 
it would be little short of absurd to increase those 
capital liabilities as the result’of further 
borrowing. ,

a.mtfl on

The, Governors are stron^y opposed to «jiy
distribution of Bailway money between Kenya and' 
jJganda., They aim at a consolidation of the ^

. * Railway's position by which, subject to adequate
provision for renewal, a reserve shall'be built up

' until (iA»B a figure of, say, £1,000,000 has been 
^__^aehed) it is possible to contemplate a wide sui i 

penoanent reduction, of frei^t rates.
Under this policy^ it is not clear idwt 

•dvantage esuld be gained from any scheme idiieh 
would enable the Bailway to pay less than at present 
on aooount of its Loan eharges at the cost of 
Increasing them later on,. The reserve would _ 
more quickly; but the prospect of increased Debt 
®**''ga8 later would be a deterrent against permanent 
rate reduetion entailing loss of revenue.

korAver, the case for permitting a lower renawals 
pate than is aotnarially meeessary rests very largely 
OB the need for affording relief to ^e cailw^ during 
the years before relief from heavy lean eharges besemes

autematioally

m grow

r
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If the Masure of loan relief inUntoiiiatioBll; dna.
1946 ia reduced, the case against the Treasury iB»
proportionately weakened.

then, the Colors is to derire no 
immediate benefit either by a distribution of 
Bailway profits or by the reduction of frei^t rates 
it seems doubtful whether it is worth while to touch 
the Ballway debts at all.

3. ' It remains to consider the application of 
lir.Bzechiel's suggestion to the Colony's share 
(distinct from that of the Bailway) of the present'
Loan charges. Of the two hi^-rate loans the BaUway 
is responsible for all but 27S4,614 on. which the tnnnal 
Interest charge is £45.277. If Kenya were allowed 
to harrm this attonnt. Jhe soTlng would taper froa 

. the full Mount in 1935 to S2S.22.Z in 1940 and

/

^v.»-

£26,356 in 1946. By that-time additional ^capital 
i!-- liability would haye accrued to nearly £500,00D,oalling 

.. for £20,000 a^.y*«r in annual charges. _ .

i.

If the suggestion is extended to eabraee 
the 4i)^'Loans, the Colony's share of the total debt 
ia £3,548,192, on which it pays interest at an 

rate of d.Sljt. To reduce the nett charge 
on the Colony's revenue to the current rats, say 
3^, it would be aeeessary to berrow ahcat £66,Q00 
per ansM. %e effect (on the eenditiens assumed 
in (1) above) would be to aswe the Colony an annnsl 
amount tapering from £66,000 in 1935 to £52.^ in 
1940 and £37,160 in 19^. this date the 
additional capital liability would be £726,000. 
calling for £28,040 in animal serrica.'

• J

'A'.'

!
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The adTantagas claimed by Ur.Szeohiel on 
pages 4 and 5 of his letter apply with equal force 

K ; to the above modifications of his scheme. (There
are, of course, other possible variants; 
application of the borrowings to provide S.F. 
contributions an the idiole «f the Colony's loan

The uncertainty as to the

■ -Vi'

.ii-.

silifti' e.g.

- liability (£3,953,792)J.-
rate of further annual borrowings could perhaps be met 

^ -if it were found possible (after the fullest
consultation with the High eommissioner for Transport)

..

i -•b-

to take theo|borrowing8 from the dormant balances in 
Renewals Fund (ft a rate of Interest fixed

-i.

the Railway
, in aidvance over-the whole eleven-year period. If this 

• ,rate were 3;S. it would exceed what is at present earned 
by the greater part of the Benewais Fund| and this 
excess might bo held to compensate for any abort fall 

‘ - caused by a subsequent rise in the earnings of the 
•"^oint Colonial Fund, where the-bulk the Railway 

Renewals Fund is held.
It is necessary to start from-the 

' assumption that a long term offer on the-basis 
, actually discussed would not meet with more then a 

acceptance. The effect of converting 
£1,000,000 (rf stock would then be to reduke the 
annual charges by £16,000 and to add £3^5,000 to the 
capital liability. If it is further assumed that the 
amount actually converted proved equal to the Colony's 
Aare «f the 6% stock (£754,614) and could properly 

’be applied to the extinction of that share, the 
saving on Sanya's budget eculd barely'exceed

4.

£12,000

i' i-,

. ■

m 4



l\\ ^
aS.OOO per annum, and the^additional capital 'i
liability would be

5. The Bank and the- Treasury are still hostile 
to a short" offer^ even with a flexible date of 
redemption^

Tent(jflTfirni nri.
Bo.g^ton the

If, in spite of this opposition, advantage 
taken of the Crown Agents' readiness to convert 

short 80 much of their holdings as would extinguish 
the Colony's share of the dj? Loan, the savings would 
amount to about £13,500 per annum .at the cost 
addition to capital debt of £195,000.

were

■

of an

6. Ii^pllandTHartiB writes:-"The underlying 
lirinciples of the annuity idea eesms open to objection 

-on general grouSds, and, having regard to the sponsors
- (i.e. the Goveniwnt) may fond a soiiewhat undesirable
■precedent".

J - " dtrongsr line. The
" ^ ^^^ovisional and informal^? advice f«m So^rset Honae

j.., , jg that the annuity could be regarded as return of

oapital. not subject to Income Tax. But the Chancellor, 
Cidiosa formal appnoval is necessary to ai^ conversion 
Scheme for a trustee security) could not possibly 
approve a proposal which would constitute a most
embarrassing precedent, and mig^t have .very serious 
eoasequences to the United Kingdom Hevenue.

K-. .

E ■-•iX'*

if'
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J.3 .B. Soheme 7. Sir John Saudeman Allen oallod on the Slot of 
February and explained that, while hla Committee had 
not arrived at any definite oonclueion, they thought 
that along term (40 years' ), oonrersion loan at 4 per cent 
or a little less would find many holders ready to ponvert 
their short term holdings and Lhat even if "the response 
was not great it would be some relief, ^speoielly if it 
were applied to the colony, part of the loEm.

; . -He was informed that, although the question of a 4 per
:cent, oonversion loan had not

r

Klii
b^n raised, the': advfoe

“ received was definitely that the respphae to a long 
term oonversion offer would be veig:-small, even with'the 
prosiisd Of a premium on conversion. She Joint Bast Z 

- " African Board'3 proposal is tor oonvorsitn on a cent
per cent.' basis.." ~ '

X- ■

' (
VBis said jtMft the Board had been advised by 

various bania and others that the response would oe

substantial. He admitted that 6ir Chambers

was doubtful. (Jn the minutes of the first meeting of 
■_ the Committee, supplied to us donfidenttally by • ' 

Major Dale, we were told that Sir TiheiodtW Chambers 
ms optimistio on the point). Sir John Sandeman JUlen 
was asked if he oould ggt any further assurance as to 
the probability of suocsss on the lines contemplated.

It was pointed out that to oMooss 4 per cent/, would 
introduce a new element of 
oould regard 3 per cent, as a bedrock figure, ^ might, - 
if we converted at 4 par cent, now, find between 1946

l'

sinoa, Yfhlie we

and 1966 thftt it waa ppsal^le to borrow at

lomr figure.

J ,
4:,:^



It seems emtrsmsly improbable that the propoaa
r~'- - ■

will be attraotive. Caloulatihg on rough.'/ 3 4)ar cent. *

tables and allowing for income tax at 4/- in.the f, the 
present value of the 6 per cant, loan paid off by^^
£100 in 1946 is £116 .66, while the present value of 
4 per cent, loan paid off by £100 in 1^6 is £104.68.

a

At all events, the ordinary trustee could not
look at the proposal. ^
fa

8.' On the seoond point made by the-Joint iSast 
African Boar^, of applying the proceeds of conversion 
to the colony's-share of the loan. Sir John Sandeman Allen 

- said that it oould be justified o&^the ground •ySa?^ as 
- the colony is the i^armtor .for the whole of the O-oans, 

it had tte right to apply the relief from conversion to 
~ ■ ■■it* own share in the first instance, its guarantee of 

the Unconverted Railway portion .being unaf?eated.

■>:

s¥v -
^ V .

i. 1

i
9™ • •

- T-t, ■■

;1‘ ■tv •;

* -
■

So sum up; scheme must olearlyaxtsistelih'>r. :

be ruled out* We rebommend also that the. suggestion
so far as the

: ■

- of loan oonversion should be given.upf

. ■; Railway part of' the loans is concerned. The Governora
are entirely against such a proposal, either frofflatlB 
point of view of a. distribution of profits between^he 
two aovarnments or from that of a reduction of frelglit

.?

'■ .?

JMfiW*.. enly be piseemsal.
;■■■ 'h*'

^ regards the oolony part of the Kenya loans,
advantage of Sir John Sandeman Allen ■a

view that the ooloey will be justified in applying the 
pSartial results of the oonversion loan, to its own relief. 
At the saiMt time, it might prevent some oritisiam

if ,
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treasury chambers,W^DIBIULL 12M.

WHITEHALL, S.W.Lqtiole Regd. No.
S.39856,

29th March, 1933.
' RECE'VFdA, 

3 OMAR 1935 
\ C-0. REGY

M/ dear hottofflXey.

of EOth February-I
’i” Of the Inland Hevenue 
. and i now

10 In my letter 
oonfirm latev^ the 
“anonymoue" aoheme, 
letter from them

promiaed to , 
on your 

-oopy of-a further 
2l8t March.

oncloae 
' subject, dated 
■inoerely.

on the 
Youra 1

i

Sir CeoU SettomlColonl.r'dfL^;!^-®-'
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SECBETAHiBS* OFPICK, 
mLAMD HBVEMUE, 

SOMEBSET HOUSE, 
LOMDOH, W.C.2. 

Elat March, 1933.

COPY

Dear Watarfield,
Ksnya heap

le hare given further oonaideratlon to the question 
■■hieh you raiae in your^latter to Slee of the EOth ultimo

£.

and the result Is Qnly to confirm the view (expressed in 
your lettaf'to Bottomlay) that if, under the proposed eoheme, 
a recipient of the £129 three per cent Stock were to give up 
£29 of that stock for an annuity of £3 per annum for a definite 
term of say eleven years, ike should have to regard large parts 
of the annuity payments as payments of capital.

Prom one point of view, it might bo said that it is 
the first stop in the scheme, rdther than the second, which

For it is thedoprives^lM® British Exchequer of its due. 
first atop which in effect converts income into capital by 
giving additional stock in exchange for the surrender of the 
right to receive a taxable profit, via. interest. But,

given the first step, there is perhaps much to be said on 
general grounds in defence of the view - which we think is
correct in law - that, where the additional stock is in its 
turn exchanged for a fixed term annuity, appropriate parts 
of the annuity payments (amounting in the aggregate to 
the valne of the stock surrendered) must be regarded for 
Income Tax purpsssa as oapital paymsnts.

Yours aincaraly,
(Sgd.) H. DUnPOhD.

I
r .

\
laterfUld, Cefl.
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treasury chambers.' vvanauLL 1284, mm,4*“y>*piy
plewe quote Bogd. No. * WHITEHALL, S.W.l.

W
8.89606.

80th ?ebruar7, 1938, ^
Oonfldantlnl

My deii Bottomlay,

As I undarstend that youx Saoretaxy of State la

o| the 7th Inatant-
anzlona for an early reply to your letter 
about the Kenya apuverelon propoealn, i aend you this 

I «111 oonfirm later theproTlaional reply.

Board of Inland BoTanue 
do not think that 
modify our^jrfaaent oonoluaiona.

TiewB of the
on the "anonynoua" aoheme, but i 

anything further that they may aay would

Oenarally apaaking I agree with the views erpressad
a letter to you ofby the Bank of Bngii,d in Holland-Martin' 

the 13th Pabruary; and as regards your first point i do
not think I oan usefully add anything to 

As regards the "
his remarks. 

anonymous* soheme. I fear that it
la open to a number of 
of Tien.

very grave objeotiona from 
So far I have only been able

OUT point

to obtain a 
view from Somerset House,provialonal and quite informal

to

I
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■ to tbo sffaet tbat p>lna faolo thero 
I a oaao fox ragardlBK an
I propoeod alOTon year annuity .. capital and tlwralora -

■ -not ^bjoat to lno«a t.., B„t

I and of oouraa It la only on that aaawaptlon that tha 
Bohama offara any attraotlona i 
tha Ixaaaury oould poaalbly land

■f*. , W^w* '.r*-■j -'V

■ ■vS.ri'T

■■

'MS''
■■ -

• ■■*

'r^

#would appear to ha 
approprlata,.portlon of tha

praalaiB - -#ottld -ha

la aaaa ■annax,

oauxaa-1 labia tj, inoow t

•°«ouxagad to dodga tha t«t-aoU,ato, 
At praaant auab holdara 

a* an tha full
axa Of 

amount of Intaxaat 
weuld-

0.f
zaaalTad. notwlthatandu* 
iprobably xagard

BO *
that a pxudauf taToatoxs':

a portion of tha dlxldand aa a aapltal
Of oapltal-t^t ,ili follow

at pax haxaaftax. But by aaUia^. 
ralnuantlng fl^’p„  ̂J£-1

at all - I do not aaa horn raaarra agaUat tha loaa
thalx" tha ateok la xadaamad 

thalx
auppoxt and

appxoxal (and you am r^iambax that undax pxaaant 
aondltlona any oonraxalon, aahaM fee a txuataa

pxaaant atoak and,

P«rahaaa of *a laagax-datad aa.uxlty 
and tha balanoa. xapraaantUg thaT 

an Inauxanaa

:
BftOUXit/

Bt rooad a^oat pax.xa,nlxaa tha formal appxoTal of tha dhanaallnr of tha 
Saohaquar) to a* aohuie whloh not only luTolTaa a 
aaoxifiaa of phltad kingdqp m,^ t«. and i, thaxafaxa 
Juat aa truly a oontxlbutlon by tha Dnitad kingd. 
Sxohaquax to Kanyn

-pyamiam, ha jpnxohaoa
toaipany of an ■woity, aqnal to tha '

iaooma on tha na* aaonxltf
•fixing an tha data whan

hlffaxanaa batmaan tha
and that ,on tha'^old.

tha old leaB,.iaaa a aabaldy out ef xotad 
ba, but would oaitaialy eanatituta

azpaetad to ba radaiuonaja would 
a moat ambaxraaalng 
to xafuaa parmiaaioa : 

ware In a poaitioa to foilaw

'•t -thay waul'd, if ■y pxoTlalonal adwloa
/•*•*"*•*. ha,antltlad to olaln 1

tan on tha po«iaa «* tha annuity that I 
o* tha original aapltal. uhlo 1

axaatiy tha aama poaltian aa tha Konya I 

i and thaxa ■
any auah holdae, Ualudiag I 

typing auah a dawloa at I

pxaaant H

®fam damaxaat Houaa 
•allaf fxom Uaoma •

pxaaadant.

to othax Oolonlaa whloh 
•nltj wblla holdara of 
aa and Oji OonTaralom .

It would ba difficult

yopraaottta amoxtiaatianr
auoh anted Rtagdom aaauxltlaa 

both standing at a high 
'' ' ' ■ pkahlbm'

would put th« la

Stoakholdara undax 
hppaaxa ta ba nothing to 
tbooa of tha xanya 1

youx.anonymoua aahama
prawant
f9i

niuj.—.

A
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'If,
I laa^a that tha 

dona on a largar aaala •
zaaaan whjr it laa't.

•pait Aa« tha.troabla of 
«.onntln*. ,hl,h would not dato, a ia,„ inTaato, - f 
la donbt about tha la«.

misd auah axa jrara.v«

m
*ba otha, 1. that, unlaa. i Iwa m^oratiod 

- tha aohaaa, it oomplotaly faila 
OBdarotood to ba tha

But if wa go ort of OB* Bay 
and axproaa oux appraral of « 

olalaa la anah

to point out pnblialj,
*af of dOdgln. tha rataaua 
tw that tha 
Satuna

to aohlOTO what i
Saoratary -o^' stata-a apaolal objaot 

M«aly to yaduaa th. laaodlata bnrdan on tha fan,..

I. faat tha aohaaa «ii i,„, ^aa bnrdan for 
th. naxTaiawan araatly .. it i. today. ta.t i,.f

_________ _ *■ aoaount ;of inta^ot (351
^aa an^y); togothor wilh ona 

alBklag fund on tho

m
a oaaa^ ■:.v

oona.4n.noo. to th. aiit,d Kinedi
night ba vary aanog.^

m .

■^'11

Ihaaa obj.btlona a»o, I faaa. faataaaiitalti 
■ora. ahioh wui parh^. halp ta

alx pa* aant 
naa loan

tnt I aay ad« two on tha 
per o'ent 

aa bafora.
What adwantag. doaa it bring to

raoonolla yon to on* onayapathatl. attitnda. *!*« 
It at... t. ^ Inaohaal^U
hae auaoaaafnlly olalaad

•i. ttOBlaal oapttal
that a truataa .ho thia point of .low.Lfta* roliaf freai tn. f c;BoTonna 

oat of aaah eg 
oan than prooaad to diatribut. 
bwi.fioiary of tha brnat aa

X*M*f '.anthoritiaa on th. groiMid that dg,^0.#
-1 Xanra alnaoraly.Of aannity la oi^ital. f'

tha aaM ttao.g to th.
taonaa. withont Inonrrlng

no tmataa would aooapt
Bnt, if aa.

tho aohmo. nnla.a hlo ■I 'it-Baaaflainri.a .ouid •S'. •01afford to nndorgo a oonaidorabla 
aooratioB.

wodnatloB of laoiaia for th. aak. pf
•1m

iK.\ -sa



r ■ Sank of
ISth Jebruary I935.

®*" Ceoll Bottomloy,
1 am writing in 

regarding

->
•

'•’T
reply to your letter- of the

oonwerelon pos.ibiuties for Kenya Loans. 
‘ your first point,
-J's point c

7th instant

As regards
a two-year margin

•xlstlng holders it 1 . but
^ the same extent a further

- oonwersion. But apart fr«-this '

inay be, from the OoTomment 
Tis-k-wia

P-

factor-against

our objection 
on general"'

to a short
oonwerelon offer at the

present time is 
Bound

prlnelpiea. 
longeet time 
will bo

then money is cheap Ifis

money
secured ower 

Aa regards the
a short length of time.

note which you enclosed, 
regarding the various 

assuming their legality

X oannot«f course express any opinion 
on points of law, hut assumptions

and that they are 
Which,

underlying principle

acceptable to the Inland 
I consider 
annuity idea 

^ haring 
uadeeirable

Hovonua Authorities,
personally, 

of. the
extremely doubtful, the
seems open to objection 

particular regard to the
on general 

sponsors,may form
suggestion seems

grounds and, 
a somewhatprecedent. MnaUy, the

open to

«
... ..4^,

AJ'k-.,..
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Page S. Sir Cooll Bottomley, K.C.M.G., C.B. 13th Febiuaiy 1926

the same objeotlon as other schemes In that It invites existing 
holdere to oonsoliaate their holdings over an extended period 
of years on the hshls of existing rates and even your
correspondent himself on Page 2 seems of the opinion 1i|iat the
average rate over the period would be higher.

Yours sincerely,

i

r
Sir Ceeil Bottomley, K.C.M^S. C.B.

:

T •
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4. MILLBANK,
WESTMINSTER.

LONDON. S.W.1.
(VIOTORIA 7730)

12th Pehruary, 1935j^
s

Dear Bottoraley,

KEMYA 10AM GHAR9ES BEITRP
The Secretary of State 

consider a suggestion which had been 
Kenya's finances

asked me last' week to y*

made to
stilly by borrowing racfney with whi6h

hia,for relieving 
to pay 

I .gathered 
I remlndied ■■ 

our memorandum 
had evidently not caught his special

part of the Interest 
that he was rather disposed 
him it vae 
(Soption V.) but it

on its high-interest .stocks, 
to favour, this idea.H--

one of the several ideas included infc-
attentjra there.

The personal view which I have reached - and in
which Dowers agrees - is that if the Secretary 
that something must be done to enable Kenya to 
of its loan chargee from

of State decides
pass a portion 

a later generation, 
la probably open to the least

the present to
the method of doing this iriiloh 
obdeotlon is by a scheme, based 
memorandum, ouoh as is worked obt

t on Section V. (and VI.) of the

below.L
I«ot the Seoretary of state

decide in the first place 
how/^Ir Oeoil Bottomley, K.C.H.a., O.B. ■%

m

J
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2.

• ^‘•"i
how much of the annual loan changes 
Kenya to meet hy horrowlng, 
with.

i'i.
he Is prepared to allow 

Bay, £150,000 a year to start
het Kenya then 

, Governor to borrow up to £150,000 a
pass an Ordinance authorising the

year until 1946 (or fbr
S}\

some other limited period. Bay ten years) for this 
Here there are two alternatives.

purpose.

The horrowlng wH 
on the 6% . ■

F ■

might he (a) towards meeting the interest chafge 
loan, or (h) towards meeting the 
on the whole of Kenya's loans.

c sluicing fund^ntrlhutlons ~ 
I have no.doubt myself that^ 

(h) would look less objectionable-ih the eyes of-jthe market.

f

The Ordinant?e would be .in the widest .fom for a 
specific loan ordinance, i.e ., it would enable the -loanj^.to be 

the general ioan and Inscribed 
or Independently of that Ordinance,

raised either as loans under 
Stock Ordinance 
loans could be raised 
Stock Acta, or placed nrlvate’ly outside. 
I'nter-oblonial scheme.

so that the
as, public issues \inder the Colonial

or raised under the

The Ordinance would (as usual) 
period or periods of the loans, 
all the loans wouldmature at

make no jjjention of the 
but the intention would be that

the same date. and preferably a
distant date, say 1955-65, giving 
they would all

a ten-year option. Probably 
carry the same rate of interest, say 355, and be

issued at different prices according to the market level of the 
of the original loans.aay; they would in faet be extensionse ■

llU. The/

<!>
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3.

The amount to he horrowed 
would he 

a measure of

e'aoh year (within the
limit of £150,000)

approved hy the Secretary of State, 
pro^erlty (whether through Its

If Kenya regained 
soldflelds 
or discontinued

or otherwise) the
yearly borrowing could he ridilced 

according to the circumstances
of the time. ,

It must Of course he rememhered that
If £150.000 were horrowed ^

reduced each P-gress^ely 1 '
, ^ *^«-l“tere8t and sinking fund

torges on the amounts already, harrowed.

I find oA"investlga'tlon that

each year the

the provision 6r 
spheme wouirnofe he

£150,000 
Ileyond 
money which we

a year under the Inter-oolonlal '
our

oapacity; - and that is tl« method Of raising the '

\ .. , : should adopt as the standard method,
* “^'■ss'Jy ataled, the although, 

it open to the 
If in future they should

Ordinance should leave 
to adopt other methodsCrown Agents

prove to he necessary.

In the fature the 
In response to market 
rate of Interest 
improved

interest

approximately 356.
-te might. Of course, have to he higher.

raised at ar

changes,- hut
on the other hand a higher 

would tend (it may he hoped) to 
oondltlons in Kenya ooinoide With 

a lees urgentand therefore with
necessity ftr hudget relief.sr,'

As regards sinking fund 
• we have in the

(;:
- T* ““^trlhutlons on the new 

past, as yon know.
-Mtos

always felt it
necessary/
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neoeesary to stipulate that inter-oolonial loans 
full sinking fund oontrlhutions, 
at maturity.
ease, however, we should he prepared to let the 
he at the rate of 1% per

should have
sufficient to repay entirely

In the Bpecial circumstances of the presentV

contribution

1::-
We should reguire the Seoretaryr of State'^fomal ’

sinking fnj^s in these ioahsT^ 
So far the matter has been dealt with as one 

■ eonoeming Kenya alone; hut if the scheme is-darried 
Kenya, it is I suppose guite posslhle 
Sold Coast, -

annum.

i;---

authorlsation to invest colonial

put for 
that Kigerla, or the

t, or both, will press the Secistery qi St^e for 
similar scheme for themselves. le he wished to allow it to- 
ttom, we should of course do our best to arrange it. hut the 
total amount of

a

i.

annual borrowing Involved would-then be greater

and might (with other demands) be so large he to strain the
i:

roBouroes of the inter-oolonial scheme, 
probably mean the placing of so much of the «iter-col<inial 
stock in the sinking funds of -Oold Coast, 
to give them a far larger proportion 
should normally admit.

It would in any case

Kenya and Nigeria as 
of such stock than we

The advantages of this scheme, when compared with 
the others set out in our memorandumy are:-

Sii^le a^ straightforward - no arrangements 
With stockholders or complications over 
income tax law.

Si
1.

F--

ri---'

2. Ho/

, -M.-mm
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5.

2. ■ No "voluntary conversion" -
Slu%*emen?f awlf«

3. For same reason no uncertainty as to resulta 
^>°™nes

4. . °?/elief can be adjusted yearly to
tne needs of the Colony.

Money borrowed will be borrowed for 
teiTO.

5.
a longf

'X,
6.

' appeal to Uie stock-
+ or other investors in London 

market, only a local Ordinance.
7..No loss ¥o United Kingdom income tax revenue.

Yours sincerely,

P.8.-SsS‘Sh«;=- 

!S?S-:S#|S'Sra
Of view, such as toe dl?ficul?v o?^ 
practice once the example ^e Le^ «
IaUwi^^fspecttog°L^r?oans Ti
when we first discusa^%ho "hlch you mentioned

-/
/

*7

>



Mf. Freeeton
/S.2. geml-offioiai for si,, ri .BottOfflW.a siiOiaJi'iira. .. f.Mt.

f

Mf.PuMnm.

C. rOMiidsiHi iiDowning street. ■ 1

V Sfr C. Bouomley.f.l ^ ((COKPIDEfrmL. 7 February, I935.^fJ-SkuMmgh. 
Ptmi. VS. iifS.

. P^'iy-vs.^s. 
Stcrtlary c/SltOe.

Dear ffaterfield. 
Dear Holland-Martin,

We have had a furth^E

talk with the Seoretaiy of.Sta^ 

possibility ^ oonvertihg the 

Kenya.Wgh rate-loans and I am 

writing, to you (and also to

outstanding points.

(1) You-Will

>.•

draft.
r the

- A.P.WATERFIBU), e.B.
2. B. HOLLAHDmAHTIN

an opinion on ' j
. . ■ ;

two

'St:,. 1 remember that'

Og;
at our diaoussionci,. on the 14th ol

December objectionI was raised to a '

short 3f/, conversion offer on the

ilground that Govt.™THERACTION. would thereby be |IJIT- 0t ' bound to a fixed redemption date.

It has since been suggested that thi 

might bd wt by jB-ovidine 

sajr 1948 to 1946

.V

7: fliffloulty

M'f'S » two year margin -

for redeemlBg the new tseue.■y't mum
f,’-'

ti.would "
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^*-fer \.\-.U *-^.-
a-a ■■,i^\

' 'Sr'.-,
/::r‘ \'' i'^.rP’K‘'.% '•i-

h§mm1 >
indioation^of how the proposalwould go some way towards lessening the ’V-;,

-ja>

Ur.
,:>■

rlslc of emisarrassment to the Colonial would he reoeived by ^he TreasuryUf.PnMmm. 
StrC. Tcrnkfun 
Sir C. BtUemUy. 
SirJ.SKuMmgk. 
PmnL VS.tiS.

, Pirfy. US.ofS. 
SmItryo/SitU.

'■V e
Govt.; would it malce the stoolc proportionately and the Board ^^f Inland Hevenue.

IffS^'ccr ■
■. -Ga--

— ■ ' ;£ ’ '." O'
^ ■SiS©',-ooi«

■ -A;::

Aess attraotive to the holder? And if na% (toHolland-JIartin) I am oonsulting ,'•K“^
'>•

a
would the Treasury have any other reason for Waterfield as^fo the probable

■■;.? • •

•- v-'-\disoouraging, suoh a. short term offer? raoaption of the scheme by the^

-. A-’X

-"^S^SoP",s|

€‘3SK*! ■■

(2) The enclosed note outlines a DRAFT. Board of Inland Revenue, flil^u 

presehte.4tbell^
r ••:

novel and Ingenious suggestion for reducing . let me Imow hajf it 

o-;^^the Bank?.

-(to both)rJhere may be other point*

--#■

the present bh^en at the expense not so muoh

Ml

............
O' .,-V"._

of ppsljerity. in Ksnys^ of the ^pi%iah .
•A-.;

w-

.Income Tax payer. As isTreoognised in the'Vi"^'^- 

Uemorandum, the sudcessful working of the

— , . whioh ha;^ esoaped our detention, 

*' and-I shall be glad,-of a astral 

expression of your viawe.scheme would depend on (a) a benevolent ‘^y. . .
r-

-C'y
J

attitude on the part of Somerset Houae^and 

ih) oertain requisite assurances to trustee

The originator of theft
#^eeti^ (iiriio is not ia^Tt.

-'

.... fc,

■f
holders. The further oritioism has been Servioe) is most anxioiA that' it

I
imads tlmt the eobeme presents little i

should not get into the hands of |
j^URTHKR ACTION.I m Hb.attraction to the small manf to whom a refund

aayens but the Departments

of Inoome Tax at E/3d..on a few pounds dividend .4,-f i

4-.^. Xt'SAf'-fe- "‘■

Waoerned and the Bank ef aogland,^
Vi­per annum would soareoely be worth the troublo t .r He haa been aaaiired that we tkIII

k-..

' '4^
i,«entailed*

regard it as strietly oonfidential4*
i

(to Waterfield)'1 should be grateful foh an'
and that it will not be

■1
■ . indication , . ;li

...
eonmunleated,-

u i
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■i
oonmunioated, at any rate for the present, m-
even to the Oovottiment hroker.S

tSsSs
Tovurs sincerely.

(?i.tnsd) W. C. BOTTOMLEY.
1'-*'

■'K

i

' *''pv-;:v;«f-
'iSS

:;v ■(

1^#-^ ; fy
'w; .'i i-2r

J&i
■W
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■itoQKPiDEWTIAlf
4, MILLBANK.

WESTMINSTER.

LONDON..B.W.1.
(VICTORIA 7730)

Uth February, 1935.
Dear Bottoaley,

I have had a talk with 
the secrete^ qf State's rnetruotlona. 

As yo(u will appreciate.

Blokerateth -in accordance with

the particular combination of 
a novel one. 

uee It without

Ideas constituting his scheme Is 
content to let the Col^iee

He 1b quite 
any special

bamuneratlon for himself but 
^ haie counties and 

for that reason he 
as far as possible 
to the Treasury and the 
necessary In 
with regard to It

It oontalne potontlalltlea also for 
corporatlona, and perhaps other borrowers, 
asks that It should be treated

and

as confidential 
He has no objectionand as long as possible. 

Inland Revenue , whose opinion is clearly 
and the Bank of Kngland, being consulted 

confidentially.

any case.

He Is very anxious to 
communicated to the Oovemment

avoid
the soheiae being 
other broker

broker or to any
or outside personj Hut I do not think that

that/Sir ». C. Bottosiley, K.C.M.o., C.B.
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li: that ahould praaent «ny dirrionlty heoaus'e l do not 
the Treaaury or the Bank of Bngland would 
to eenault their broker at

laaglne that
eonalder it neceaaary 

The only queetlon they 
»lStht aek hi. la to what extent the altematlwe offer, m hi. 
aohe.. are likely to he

•(-
preMnt.

accepted hy the .tockholder., and «i that 
- - -  Judge than wepoint he la no hotter poaitlon to

are. g.
douht the annuity offer would1 be eecepted l)y a subetantlsa 
preportion of the holder., other than thoee'whoae 
la helow the tax llnlt.

W-. total incoae
holder, of Mali aah^nt. who .Ight 

tl^nk th. gm. not worth the c«idle, «ul tru.tee. with 
llfe-lntereat ,,,

l.g.1 ohjeotloa to paying out retu„ed capital a. incoae can he 

■upe that no one oould giye for

I

I
-■ ■ got 0Ter)j hut I fool 

It.

It M«. very poa.lhle that the Treamiiy and 
Sevonue .ay turn the «cho.o down

the -Inland
on general ground., and In that 

o.,e no broker ne.d he.oonaulted, if on the other hand the 
ooheae 1. further pnraued.

a stage .u.t ariw, a. Bloker.toth 
publicity cannot he avoided.PaoognleeB, when-

te-

Tour, sincerely.

'-mm

mm,
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KHJYA LOAH COTfg-wpg- £N,
^ Preaenti-

; Sir C. Bottomlej* 
;Sir J.Campbell 
Mr. Flood 
Mr. Preeaton.

/
Note o£ Diaouasion held on January aiat.

1, It waa agreed that 
should be ruled out from 

(a) Cessation

the following ouggeationa

further oonaiaeration:-

of Uniting Fund contributions

(No.IV in Crown Agents' ,.,emo.) 
of the

In view of the terms
prospectu3_^ this would be

a direct breach of 
uerioualjr:. 

generally A, rjhe

faith with the
stockholders and might

impair the credit of
Colonial Govts.

Treasury would 
rather than J®- oountenanoe

probably prefer to jjahe
u erant^-ald

such an extreme step,, i'<•
Cancellation of Loan >6eok iielu in

Sinking Fund of the Loan 
alightljr less

itself would be only ;

objectionable, and the relief obtained 
inconsiderable (about

*
would be

£20,800 per annum in
the case of the Keiya C'r and 5;o),'

(b) Reciprocal'borrowing (I'o.Vl in Crown
■ Agents memo.) 
such device would have

It was felt that the adoption^of
uny

unfortunate .uurice t
reperouasions; moreover, 
was contemplated for the

US no oinking Puna provision

inter-Coioniai borrowing 
arise when the time

s
serious diffiomties might 
to redeem the loans, 
these borrowings had

came

tu the Sinking Funds 
been appliau.

of which

L. Borrowing to meet debt charges (Ho.V in 
The public admission 
the credit of Kenya 

Govts, while, 
oapltai liability. if 

expedient it should oe on 
on a consolidated basis; 
exsmined of borrowing 

from

r
Crown Agents' memo.J.

necessity would shake 
possibly of other Colonial 
adding to their future 
recourse ware had to this

f
of such

a

and

r
of course.!•

a year to year rather than
and the possibility might be

I

J'.
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’from the K.U.B, BenawiLa Fund (of which a 
large portion la liquid and uninTeated),

= -v .. right up to the are 
before redemption it beoomea 
months' Bill at £6^).

pf l^a redemption} ®«g* ona year
equlTalent to a twelve

3.^S" Annuities aoheme. (Ko.TII ih Crown 
It was agreed that this was a 

,most ingenious suggestion, the net result of
Agents' memo.)

4. Sir John Campbell' 
proves

a view was that^lf the
unworkable, the deastAnnuity aohema

Which, if carried through, would be to transfer 
to the United Kingdom Income Tax 

_ the Colonial Govt.'s burden.

Objeotionable 
Conversion Loan with 
redemption.

possibility would be a short term 
. Bay,, two years' margin for

payer part of 
The attraotivenof a 

of the aoheme to the holder of Kenya stoek lay 
in the prospect of reoeivingjh^ 
dividend free of Income Tax, butj-

(a) It is at .least doubt

whether the Treasury and Somerset House 
acquiesce in its implications. '

his 6)6
i.:-:; ■■ I

'k-~'
.. '-i

would .-t.

(b) The position ofjs trustee 
-^•require careful investigation and possibly a 

test case in the Courts would

would

e

be neoessary, 
(o) Th%'’small holder would not be

greatly attracted. Hot only would hie Income 
Tax Belief be lees but by accepting £100 ^ 
Stock and a £3 Annuity he would forggo : 
possibility of turning his present holding, 
with its substantial prtoiumi'into ready cash - j

'4

•■V

a possibility which is naturally more present toi 
the mind of the small man rather than to- that of
the large holder.

(In this
f

connection sir John Gampb
pointed out that it is not true kto suppose
that the premium on a high interest Loan 
diminishes progressively to nil at' 
date.

■v' »
■f•J

redemption 
money

oomnoad a high premiu^ 
n^t

ft'«-
If the present low irates for, 

^ persiet^a 6^ aeourity will
V/

■ V-K

...........V -I ' 1' -r*
■t . i-, '.-A .■

',4?
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millbank.
WESTMINSTER,

LONDON

(VICTORIA 7730)
a»gIDBll!PT/l|.

1 7th January, I935I .

; ,
■N,

Ky dear Bottoaley,
Aa arranged at

our dlacuBsion on -the 14th, I encloee 
relief in

a aemorandum r^peotlng propoaala for(>• connection
with Konya high intoroat

bearing loana, which I hope you ,^21 
the Secretary of State.find aultablo for aubmlaalon to

^1
The laat section, aectlon 7, of thla 

- deala with the highly confidential 
• on Monday.

Bomprandua

eohOBe which I mentioned

particularly anzloua 
some other financial 

end Company, the (JoTornment 
round to them, would prefer

The author of thla scheme la 
not bo atolen by 

export aa, for example, Mullona 
brokers, and, loot it ,hould got 
that It should not bo

that hla Idea ahoiad

communicated
even to the Troaaury.

it suppressed
to fawour it, in 

which/

Psrhapa you could
arrange therefore to hawe 

nnlee. the Secretary of state la Inclined

fliOIL bottomibt, K.C.M.O, , O.B. ,

^ .
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OTont I ehouoa 
■eheae direct to

ppojoae to Introduce the author of the 
and let him say forthe Booretary of State,

hlMslf how he wishes his Interests to hs
safeguarded.

Odiously if the scheme 
*=«>«» to ewiybody.

wore adopted Its features 
On the other hand,
It worth further

would become 
If the Secretary of 

consideration, iojt^iU
State does not think 
te able to take

aeotion 7 away fromlhe
bafnM ■amorandun

e erring that memorandum to the Treasury or ary . other
you Should wish to do so.

#-
exports If

Yours siiicerely.

X,,

- -.

ri^
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NOTEON•!! KtOPOSALS wnp pvT Tv^ 

jCrown Agents' nffiee. .Tam.n,.,,I

19^5.)
N

1.n- Clrcumstanoes in which the 6% loan 

conversion propoeals.

14th®Dlo^'berf®”934f^®°“®®^ Colonial Office,

Cassation of r 
Canoeilatlon of

was raised.

PreviousJ

$
Slntlng Fund contrlhutlone 

stock ln.Slr*lng Funds.
> and

Borrowing to pay deht charges.

Heclprooal borrowing 

Bcheae for offering

to meet filnklng Fund contributions'.

annuities.

y,
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I. OIROUMSTAMOBB IB TOICH KEMYt &{ LOAN

«
The Kenya ejt loan 1946/56 wae raised In November 1921. 

hong-dated ^ loans had been raised for Nigeria (65? 49/79) In 
November 1919 and Qold Coast (6st 45/70) In January 1920. 
Oovdrnor of Kenya first asked for a loan In September 1920,

The

but Its issue was postponed pending consideration of various 
financial difficulties. The Oovernor had suggested a loan of 
as short a period as possible and, in fact, 6jJ loans with an t

'h . - •
were Issued In June 1921 (Ceylon), 

October 1921 (Nigeria) and December 1921 (Straits).

option of redemption in 1936

But the
r

position of Kenya made It impossible to floa*Ka loan for 
on such favourable terms as for these other Colonies.

The Impossibility of securing for Kenya better terms 
than those which were in fact secured was attributed to the 
fact that "Kenya" was a new name In the market, that there had 
been much press criticism of Kenya's financial position, that ’ 
aotlwe persons were interested In blooklng the loan, that Kenya 
was in fact in very eerlous financial difficulties and that 
large financial houses In the City which supported other loans 
by applying for large amounts would not do this for Kenya.

The fact that £2,ICO,000 only was taken up by the 
public, leaving £2,900,000 to be taken up by the underwriters, 
and that the stock waa first quoted at a discount, indicates 
that the terms had not been too generous.

K^nya

-. ‘'i-

"HR.
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II. gREVlOUa PROPOSAT.^ gpR Jonp/A.

Suggeetlons fop a voluntary conrepaion offer for 
aa long ago aa 1923 when anthe Kenya 6^ atook were made 

optics pf taking either £llh in 
waa auggeated by one advlaer

oaah or £131 of 458 stock 1946, 
aa being poeelble terme. iThe

general rate for Colonial loane waa at that time over
In 1931 the matter again up for ooBMderatlon (thecame
general rate for Colonial loane being Juat over 4i^
poaalble terme dleouaeed in the c.A.'e office were:-

Egulvalent value at market price of -1961/71", T •' j 
atook plue an inducement worth about 2j5 
(say 112i of new atoe^ with a dividend
benefit worth about 1)

The Crown Agenta' brokera did not 
converalon by auoh a method to be "practical 

.large Inaurance Company holder

oonaidar

politica". One
Buggeated 121 aa the amount

or maw atook which they mlriit accept. The Crown Agents told 
colonial Office aeml-officlally that they could convert 
£650,000 held by them for other funde into a 4^ 196l/7i 

The effeat bn Kenya 
119 or (b) 115 of such 
consultation with

stock at the rate of 119 for 
flnanoea of oonveralon into (a) 
atook was inveetlgated fully in 
81r J. Campbell and it 
financially by not converting.

100.

new

was agreed that Kenya would do better

i'-
The whole gueetion was raiaed again in June 1932 

(when the Colonial loan. rate was about 4K) as the result of
a reguest by the Kenya and Uganda Railway which had 
a aavlng of £100,000

estimated
a year by converting 100 6K into 115 

ki 1961/71 and 100 5JI into 110 4i 1961/71. 
reported to Colonial office

The Crown Agenta 
that an offer of 125 (.of a long

on the basis of i49 atook for 100 6)||would be favourable

market/
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market prices Imt nawtheleoB such's 
likely to meet with

n offer was not
■uoh success* 

since the Ter Loan conversion had 
the poBslhillty of re-horrowlng in 1946 at 
k% seemed now to be a fair aesumptlon

They explained that, 
lowered rates generally, 

Pot more than 
and a conversion 

not to the financial

. •
•

Offer was therefore certainly
- of the Government.■*.-V

;

i;

r-*:.

l ..m
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•Qoeessful offer
conversion vas dlseuBsed with pepresontatlves

flnmsuiRft rtTP/^TiaovSEAT9 i-

The possihlllty of

of the
the Colonial Office on 

were tabled which had been 
illustrate the

Treasury and the Bank of England at 
14th Eeoenber 1934 and figures

prepared at the Crown Agents' office to
result of some possible offers 
asBu^tlons.

on certain purely hypothetical

The offers assuned were:-
Por £100 of

Kenya 6^ 1946/56
Per £100 of

I or £130 of yn 1946 
£135 of 1960/70

Kenya W 1948/58 - ; ( or Vwl of ^ ll^/7o

The offer of stocfcs^redeenable, without option, in 
1946 and 1948 would, owing to the readiness of the Crown Agents 
to convert their holdings, provide a certain savin^f 
£27,000 a year on 6^ Stock and £15,692

.VC V
(

a year on 5!8 stock, 
was stressed by thebut was open to the objection (» which 

treasury representative) that it would leave no option to the 
Government to choose the most suitable time for redemption over 
a period, but would entail re-borrowing in 1-946 (or 1948) 

market then happened te be.
a satisfactory response 

the Crown Agents 
their holdings,

whatever the conditions of the

On the other hand the probability of 
to an offer of a 1960/70 3* stock, which 
considered unsuitable for the conversion of 
was felt to be very doubtful.

-

nth regard to the offer of a long stock in 
exchange for the ejt stock, figures had' been 
Crown Agents as follows

worked out by

Reduction/

§3
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S®<^uotion^ta annuel charges £16,000 for each 
million pounds 
converted.

Additional capital liability £300,000 for each 
million pounds 
converted.

Increase in net effective 
yield for a tax-paying 
stockholder

?S'. 7d. for each 
£100 converted.

There are, of course, a variety of other forms 
in which an offer might, be , e.g., the offer of ah
appropriate amount of cash, or of new stock bearing 
higher nominal rate of interest than 35t^ or of ^new 8b?oK ^' 
redeeio&l)le above par.

a

—.■»

A
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Ceaaatlon of Sinking Fund cpntpibutiona.

Tha eliiflplaat and moat direct method 
a later generation

of pasalng on to 
would be toa part of the loan burden 

poatpone sinking fund contributions for a time.
It might be argued that the neoeaslty 

a 25/36 year loan at SS
of raising money ,

at a time when 
eould be arranged

was the best that
arose out of the need for inoediate 

e:5)«iditure for development; that the accumulation of a
Sinking fund contribution of 1* would in «;y ease not suffice 
to redeem the loan In 1846 or ^.m 1966 (it Is estimated ' 
to acc^aulate, l^the caae the'£6^000,066 esT loan, to 

- ^proxlmately £2,000,000 by 1946 ,Wd,£3,260,000 by 1966) ; 
that.money will thua'haye to be borrowed for Its redao^tloh 

larger deficiency might well be leftev«itually; and that 
for re-borrowing then.

a

A wary serious difficulty, however, la that the loan 1 
proepeotus specified a "Sinking Fund of not less than 
pound per cent per annum to be foimed Irf this

one
country under

the management of the Crown Agents" and that failure to pay 
a breach of faith with thecontributions regularly would be 

stockholders. in view or the publicity which has bejn 
given to Kenya's difficulties, such a breach mlgbtbe 
synpathetlcally viewed by the public, 
to shake public confidence in Colonial loans

But it would tend 
generally, whose 

'to tho Slzdcti^g
Moreover other colonies might press for the 

8SBC conbession and, if this were allowed, 
eol^ial credit would undoubtedly be

high standing In the market Is partly due 
Fuad system.

the effect on , 
very serious.

The total/
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IV. C^aaatlon of Sinking Fund contiibutions.

/

Tha'alaqjlaat and moat dlrdet 
a later generation

method of paaalng on to 
a part of the loan burden would be to 

poatpone alnklng fund contributions for a time.

neceaalty of ralelng money 
at @2 waa the beet that 

the need for Immediate 
that the accumulation of

It might be argued that the 
at a Ume when a 25/36 year loan 
could be arranged aroae out of

e:5)endlture for development; 
alnklng fund contribution of 1$ 
to redeem the loan In 1946 or t 
to accumulate, in the

a

would In any case not suffice 
even In 19« (it,4s^,estimated 
the T8^,000,060 6* Joan 

_ - £3,260,000 by J966); 
be borrowk for Its reden?>tIon 

larger deficiency might well be Itft

case of , to
«)proxImately £2,000,000 by 1946 and
that money will thus have to 
eventually; and that a

for re-borrowlng then.

A very serious difficulty, however, la that the loan ' 
prospectus specified a "Sinking Fund of not less than 
pound per cent per annum to be formed in this 
the management of the Crown Agents" 
contributions regularly would be

one ,

country under 
and that failure to 

a breach of faith with the
pay

stockholders.

given to Kenya's difficulties, 
8yii5)athetically viewed by the public.

In view of the publicity which has been 
such a breach might be

But It would tend 
loans generally, whoseto shake public confidence in Colonial

high standing In the maricet la partly due to the Slaking 
Fund system. Moreover other colonies might press for the 
s-»ao conessslon and. If this were allowed, 
colonial credit would undoubtedly be

the effect on
very serious.

The total/



Borrowing to pay Debt charges. .V.

/

The charges on the Konya loan, 1946/56 are:-
Per annum

300,000interest 6% on £5,000,000 
Sinking Fund contribution 1% 50,000

*r £350,000

Suppose it be desired to relieve Kenjra of half the interest 
oh the above until 1946, merely by transferring the burden 

period after 1946 so as to reduce the present BBraen^- 
to the existing market interest rate of about 3%, then 
this might be done by raising a fre^ loan (or loM*s). , - 
redeemable in or after 1946 and using the money so raised - 
to pay £150,000 a year towards the present loan charges.

if arranged, would secure the postponement of 
burden in a simple and direct manner.

The advantages would be:-
(a) A definite inmedlate annual saving would 

be assured.

(b) nothing would be "given away" 
inducement to stockholders to convert.

(e) Money borrowed now would be borrowed at 
a favourable rate.

The disadvantages would bej-
(a) It would involve openly borrowing to pay 

debt chargee - a practice normally open 
to strong criticism.

(b) It would form a precedent for other 
Colonial Governments and possibly even 
for other borrowers.

The new money might be borrowed either in one 
sufficient to cover £150,000 a year for 11 years or in 
separate annual loaiis of £160,000 each.

to a

This j

as an

sum

?-

A sspiss/



A series of snnual loans would avoid the difficulty 
of using bomwed money to advantage while held In reserve 
for latdr o:q)enditure but would entail the risk of having 
to pay higher rates of interest than that now ruling. At 
the smae time, it would oiake it possible to leave open the 
number of years for which such relief was 
Thus if, in a few years time, higher Interelst rates had 
returned, accoii;>anled by trade revival and higher prices 
for East African produce, the Mlief might be discontinued.

An annual loan of £150,000 might be placed privately. 
A single loan of (say) £1,400,000_(tfie approximate 
present value at 3* <jf 22 hplf yearly payments of £76,000 
each] would Inwplve a public issue' and' the proceeds 
have to be used to secure an annujty to provide the' 
requisite half-yearly sum.

I

be allowed.

wouid-

- .
The result would be somewhat as follows:-

Annual relief—

Less 4S on £1,400,000 
{l.e. interest and 
Ijt Sinking Fund 
Contribution)

•-1
£160,000

56,000

Net annual relief £94,000

{ !;
. -'-Jm
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n Lissi
l»a«»

miTT^rni rrtr

til* MtboA of tarrevliig poriodleolly in ordor to 
moot oorroat loam ekarcoa b1|^ ka ajipUod ky moana of loana 
amdop ttao lator-ColoBlal Sehomo, If U woro doeldad to kuom 
two OP aopo Colonial aoTopomaata to awail thamaolTOa of.tkla 
motkod of pollof In pogapd to Sinking Pond oontplkatlona; 
***“**** tWa wanld mopoly amount to a eamooflagad poatponement

IP

■

\

Snppoao that Kenya inroatod filto,OIIO. 4 yoap of 
ita Sinking Pond oontplkutloBo aa followaj- 

4(0,000. In an latepaflolomlal Loan laaued k^ oold Coast
• ■ ^gopfas '

- t*ilo at the a«o tl»o, Oold Coast inToated gfiO^OOO. and'

\ Vj.
■- ■

\ :
- 4100,000. ■ O'

* llgopla 4100,000. of>ts .SlaklBg land-eoatpikutlons In an 
Intop-Oofi)nlal Loan Issnod ky Konya. »o oasb neod paaa. and 
the aaring In the flpot yoap would fop-Koh|Mi ko 41(0,000. 
against Aleh maat. ko aot off the payment of Intopoet on 

■ that

Ki
(aay 4(,40e.), whloh must 

land (aot to the Ooropnmont) aaoh yoap
aoopno to the Sinking 

until i5t.(.
; StlHapljr in the oaao of aaoh anksognant koppowlng.

t-

The date of podamptien of sa* Imtop^ionlal 
l-»nna eonld ko raplad to suit tho papUoalap Sinking Funds 
ooneoaaad. Bash a aohoma weald ko aMjoot to the apppowal 
«f tho Soopotapy of state aadi yoap and oould ko dlsoeatiamod 
•a aeon as olPoaBstaaaoa me leagop jaatifiod it.fl

I Oaptaln points aplao omt of aaoh a sehaaa im
oonnootlon with tha llfaldatton of tho waidoas 
whan tha time

•t^ng faads
oomoo fop podamptiom of thmlp poaswotlwo 

J*ama, Mopoerep, in opdop toaife, ■ p«ap tha fall a««amta«a of 
/mm

• ■-



viA-; It,

(Oeatd.) '

this sebMie, it Is sa«Ksstsd that no sinking fhad'W. -’5 =jf jv:v
eontrlbatlon would ho nads for ths intar->eoloalal loans 
thsnsslTss. For both ths4e rsasons ths reolprooal 
nsthod of borrowing la sog^sstad rather than ths slnplsr

to tinslotting Xenya Isana loans from tins 
yj) uday tha ganaral Intar-oolonlal sehene.

nn
•■;5

- ni#re-woBidt as ladioatsd a1>oT«, i9« latareat
ttaao-intor-oolonlal -loan, which all^agh thor- 

1 roelproOal should be flg^ at the'ri^ retd hawing
regard to the j»rlod of the l.iln and the tlio of laate.

^ PWWit of ^Is interest vosld. progreaBlrely dialniah
the Awing te ^enya rawaana. biit would aecrua to the 
ailing fundnhtoh held m inter-oelaal.l loan.

* •*“**?**’^* “^ 0®eet» leaye and »lgor^
■ . '“ai^to or beyond 19^5 !• ettadhed for eaey. ' „

fi

y
■ ■'* ■;•

rdforaaes. .

- ■■■ : >3?
■ >, ^ ■' S:.';'r'4

■ o'
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LOAMB Qg gOLD OO^fXt JQ^SU
Of which the •■rllaat gad—ptton data is 19A.»i or latw.

• r.eAfesasis
'-W

8«P«0ontg^Jbj^tlj^jg
Of lAMMii

«3t5JM'irm |SSB£l Half-rearIj

-^-/'Cteii 'etoaiat ^iy 4y7o 4 25*000. 12,500. 
46,280. m 2yi40.

" s.Rbb.

Hsrfv"
56 4.628

.55
.. j*- m.

^•750#
y - ft;,24o.:
- ■>-

88,48bi

»7 ...

• W5?:.:
W3B ' 

6# 5®
** *^71

..im 37/i7

5* 50,000.

5 , 50,000.
35.MO. -
34,060. 
3.044.

25,008.
25,000.
17.500.

I7t006. 
1.428.

■.?

S'i-tSC'"' X',4-

>5
3.V

- ;; 0.3056
_172.056. 86,028.

I

■ ''y»/79 <..363
m 47/57 4.2?

4.263

19,885.
21,250.

21.317.
28,500.

Ill,892.

- 99,770. 
42,500. 
42,634. 
57,000. 

—MtO^lo. 
223,784.

50/60
•>, 5.7..v;

4^188’?5S

•• ■<:?:



•A VII aCHKn TOH OFFERING ANNUITIES

(comfuishtial-)

't Betaila of an offw of voluntary conversion designed 
to ppovida sufficient benefit to attract stockholders and yet to 
secure financial benefit to the Govemnent also have been 
received by the Croen Agents 'in <

‘*Woh has consented to the following principal features being 
' commnlcated to the Colonial Office on the clear understanding 
that the.salient features are on no account to be divulged to- 
any other mst, or to any representative of the Stock E^hange 
or of banking or financial interests. - Jt,tho SeerStnry of State 
for the Colonies is dispos.ed to regard the echoM.I1l(voui!ahly_ . "

arrangements for applying it without^etrlment to its originator 
could be further discussed. ^ •• ' ■ •

sehame involves making to the*"holder of each Eioa 
of Kenya stock, l9J^6/56 two aWernjatlve offers of 
eertaln amount of a l^iger dated » stock g|Tf fifOO of - 
^ stock, plus an annuity of JJt until 1946." '

Thus, the offer might be either j- 
say fa) ai29. stock 1955/65 or 

(b) 4I1O0» JJt stoefc 1955/65 plus 
a» anmnity of gj. until I9k6.

confidence from a flnanolal Trust

-t-

either a

In practice, ofTor (a) peuXd probably ba Bade, o<mplea 
^ . tifeh aa undertaking to those who accepted it to give, if r^ntated

an annuity of £3. per annum in eichange for £29. of each £129. Qf 
mow Bteek taken by them.

sim
ff^ The payment of Um annuity would be met by eelllng the 

aurrendered ateek, and obtaimlng with the preeoedb, in one way 
or another, the required annuity.

The advantage to the etockholder would bo^Waat a pa^ 
of the aanulty of £3. (vis. about fi2.1O.51) would be certified 

. to be r^urm of capital and would thua 
fr<» incema and ear tax.

i..-

s,' , ..

, it la assumed bs axenpt

H,.



s
■-2-I-

n In addition to the temporany saving
In annual charges 

that it would 
a year till 1946, plus £100

there would be an advantage to the Government in 
have replaced a liability to pay £6. 
in 1946, by a liability of no greater 
a % basis for the calculation thereof

present value even 
and therefor of less

assuming;

presenlj value if, as is probable, 
period exceeds 3%, 
the present cheap money conditions 
1955-65 at %.

the average rate over the 
Also they would have taken advantage of 

to reborrow from 1946 to
.ft

■4^
The scheme presents the following 

(1) How to bring effectively
special

to the notice of a
probleng;-

Bufficient
number of tax paying stockholders tH*. advantage to: be 
derived which is (while income tax remains at 4/6d' in the 
pound) a net Income of £5. 4. 7. until 1-946 instead 
present £4. 13.

(2) Whether the trustee

of the

of a life Interest could'eialm
. as returned capital 

as though it were

exemption from tax on the £2^10.-
and yet pay it to the life 
income.

(3) Whether the

interest

Inland Revenue Department
would allow exemption 

anu other
from tax and if

so, what form of certificate
requirements would be necessary.

Status and an official quotation
and (4) Whether Trustee

could be
secured lor such an annuity, which is 

there would be
wasting apset; 

any considerable
a

and if not, whether 
to such a response

conversion offer. 
In this respect it

ly be pointed out that British
Corporations frequently borrow 
instalments of principal 
representing return 
Hwugh these

on mortgages repayable by equal 
In this case the amountand interest.

of Capital is free of income and sur tax.
securities, provided 

warrant it, yet 
« are unable to apply as income the

"■ortgaaSB rant as full trustee
the circumstances

and standing of the borrowers 
a life interest —trustees of 

Capital returned.

■
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■MOMBi.IANDON 4T*B. ^
^0j:

toJO-^ Union Court.

London. £.€.2.?^' :

^7 16th Jamrniy, 19S6,

nuu.:^
Tou .ly be aEueed to laum thit jrou jrtll ■

. echo., for th. rollef of K.n^.-(«d-'iafer,) ;. - , 

. It 1» ontitled, I Mile,,. ,

Sth«ie«, end le nerlcad "exoeodlngly oonfldentlei;' or eorde to ttet ' 
•ffoot. _ ' „ ' .

'S-'-
here subnitted to you
Vhloh inanetee froa me

It looke to me 
mo» thee e pint out of e pint pot.

• ,g<iod eohpmej geUing e.good deal

a>t I am Tory anzloua to tiy 
It out in other d^eotlone. ,rti.ther the Colonial Offloe deolde to

• c:--
S':

uee It or not, nhloh la 4iy I want It keptI.-
t

•0 Tory prlTate.
I mo to oome and talk to you about 
but I thoufht It beet to ouhmit It 

than direotly to you poreonally.

If ynu mould like 
It, I am almaya at your eeirloo, :

r:
"through the ueual ohannoli" rather

i!

L

\ .I ■A


