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C.0. to Ce & A.C.
g6th Merch, 1908.
A.0./5368/08 W.ATT.

,yprds underlined in

/in’ the 1928 & 1985
| Editions of Col.Regs.

=3

#ed ink were omitted ’

Mr. Flood, ]

I enclose in original end tor‘rqtui‘-i\ i: ' .
letter dated 5.9.34, which I received from
the Auditor of Kenya on this subject, together
with & copy of my reply, and of previous corres-
pondencee.

2e As you will see from the correspondence
which I enclose, I consider that there is &
strong practical reason why the proposal
referred to in paragraph 4 of the Goveruor's
déﬁpatch at No.l., may have to be approved even
though it does involve a second-best method of
accounting.

Be As regards the proposal in paragraph
3 of No.l., you will see that in my letter of
8.6.35 to the Auditor, I refer to an old ruling
by Lord Elgin. This old but very definite
rdling was to the effect that the present system
gs laid down in Col. Reg. 265 (formerly Financial
Instruction No.59) should be meintained, inssmuch
as the experience of the Colonial Office has shown
that the alternative system proposed would not be
unattended with dangeé.

Col. Reg. 2656 (1908 Edition) ran:- In all
cases the gross amounts due must be collected_.and
paid into, or accounted for to, the Tressury. No

abatements or counter claims are to be admitted excep

in respect of commission to auctioneers, which will b

dealt with by deduction from the_amounts fegli;ed by

sales by euaction, the net, ce o be

| R g

to credit._ _Any other charges'upSK fhg“rernuo.

such as drawbackg of Customs dutieéﬂénd

percentages

percentages om collection or postage_end money org}r'

commissions, end should appear 88 expenditurey”
supported by proper vouchers.
Tﬁs proposal of the C. & A.G. which the

C.& A.G. to Colonial Office thus rejected was that 'refunds of

C.0

14 ieb. 1908. Revenue and drawbacks of Customs duty' should be

treated 'as direct deductions from Revenue, the net
receipts only being credited in the colony's Accouut ,
agd to discontinue the provision under Expenditure
for charges in respect of refunds and drawbacks'.
The C. & A.G. supported this proposal on the grounds :

(a) It would bring the Col. Accounts into
line with those of the Imperial Customs Dept. a8
laid down in the Exchequer and Audit Department
Act 1886. Secticn 10.

(b) It would afrord & mors RN TS B LB o2
cf revenue.

(e) Tt would T of =, .in7 advantage in the
cuse of a Culiry which is called upon to pay for
grny bpurpose an annuel contribution calculated upon

its gross revenue.

(f;;?//, HMarelec
7

/

Director of Colonial Audit.
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Sir Jnhn Shuckburgl,

No. 1 felt cbliges ire N
Lord Elgin's rulin. i 1l
circumstances cf tiis
I have no wish to op,Gue
from the Regulations

Secretary of Stete shculd sancti

1 have retained the

September (with enclosures),

J -
(

/

/w

xw/vw

~; but, !n tre spacisl

the special dsy

which 1t is

Auditor'

—’ZO/JJ\,
Direétor cf Colonial audit.
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' COLONIAL AUDIT D?PARTHENT.

8875/17.

-8 MAY 1930

8ir,

I have the honour to refer to
your letter No: 966 of the bth of Septanbir'
last, regarding the sllocation of Customs
revenue betveen Kenys and Uganda and its

v bearing on the method af accounting for
refunds of Cuatoms duty and of Customs
deposits on provisional entries, s&nd te
express my regret that an answer has been
80 long delayad.

8. The position is that the fesiresti
system that hea eo far been devised for
the sllocation of Customs revenue Detween
the two Administretions requires that all
the transactions in & year should de brought
into the onlculnuo_na for thet yeer, &=d in
order to secure this system it is proposed
to abandon two accounting principles:- viz.

I. That Customs Deposits are Deposits

and not Revenue,

II. That Refunds of Revenue in & subse-

quent year should be accounted for as

expenditure and not as Revenue-debits.

The Auditor,
KENYA.
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8. Of the four reasons which you
give in psrsgraph 8 of your letter for
nhnﬂoniu I. it might be urged:-

!unlv. that (a) is hardly a good
resson for taking into revenue money which
is not revenue.

Secondly, that it 1s not sound policy
to do without proper sccounting in order to
save staff.

Reason (¢) merely emphasizes (a) and
shows the degree of departure from principle
1 thet is involved.

Reason {4) however, is one of consider-
able practical force in view of the special
ciroumstanses and the difficulty of devising
sny better eystem of sllosstion of the

revenue between the two adeinistrations.

'rm- 1s, I think, one of the cases where 8
ucond-bnt mothod of accounting may have to
be socepted in erder to secure & substantisl
practical advantage of another xind. If

therefore the whole case were to be put to

--the Secretary of State and his approval gight

for the adoption of the procedure nov
proposed, I ahould not be inclined to oppose
{t. I shink it well however to enclose for
your wmmu- coples of correapondense ;
‘whioh esbedies en eld ruling by Lord Elgin,
m-nxumzumuuuum

5 event




event of the Kenys-Government, with the

eoncurrence of the Uganda Covernment,

submitting the question to the Secretary
of Btute. |

1 have the hemour to be,
8ir,

Your obedient Servant,

(&GNED)AJ.HARWNG.

Direotor of Colonisl Audit.
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) COLONIAL AUDIT DEPARTMENT .
3576/16. - London, S.W.l. 1

BY Alk MALL- 2 8 AUG. 1934

Sir,

I have the honour to refer to

your letter No: 888 of the 13th of Augus®y -
and to inform you thaet Section 63 of the
Kenya Customs uenagement Ordinance, No: 26
of 1926, and the same gection of the Ugenda
Customs Ordinance, No: 14 of 1926, require
the owner of goods when making a provision-
al entry to depoeit a sum sufficient to
cover the duty i{nvolved. It seems, there-[
fore, that 1t is the intention that
amounts recelved .on provinional qntriee
lﬁnll be éredited to & deposit account -
éhe depouft account beiqg cleared, and
revenue credited, when’%he perfegt entry
1s paseed: iy ;

2. Ii‘hall be glad if you will
inform me whethep there is any local objec-
tion to accounting for amounts received
on provisional entries through a deposit
account, as 1if this procedure were adopted
mﬁ.o- thet the objeotion to which

you refer, arising out of the present method|

of accounting, would disappear.
I haeve the honour to be,
sir,
Vi B Your_obedient servant,
(SGD) H. V. CUSACK.

Director of
Colonial Audit.




CULOHIAL AUDIT LEFART-AME,
270 Bk Ngo 84, e

& : smiToki. 0

13tn August, 1334

\\ ! oAby ' iaform you toat &
: / o veme. b shon xith S0 ¥ depn
/Y S, ::.;'in e o L1eeted in prev bl.;p::- ::‘2 olI e
7, i 'nmn:&h expenditurd. | . g
2 This yrligiiij;5Wh applies btoth to refunds

phs ¢ of o ver payments (gredited on
Fgigcsllnnecus Reveuus) datss fros
) farice Gheet, §0.14/1918-19 éated
the 11th Teauary, & 22, ino gonnection with the audit
anousl repert for the yesr 1918-19.

B As regards Fecoveriss it 18 msnifestly um~
a_gm;zt-_.. unds duly voted the Legislature should

\ of revenue and Te0O
Vi the sanld principle
™ 4w receipt of m.Bef

- pd by tp,.iorrutui of an SrTOr
TN _>.whieh oogurred in some previ cus yeal. tne present ques-
A4 . AT : tion, however, is antirely one of refunds-of revenue, to

P s ¥ wnioh that srgument does not apply, snd the rensining
| X resson, that esch year's agoounts are compléte in them
7 . a}w.ud mot, 1 submit, be peld-to prevail if it cen

G5 B e shown Lha! such esuplets separation of one year's

3 g g ) from Ahe DOxt does in faet upset the sgouracy

o =1 S et =territorial adjustment petween two dependencies.

e A - TDO question arises from the privilege allowed
y. the Oustoms Laws tO impertere of clearing goods in
respect of which 8 1 -the decims ts have not been ‘recei ved
yvisional entty®, s payment being made, which i8
.9 ted direct o revenus, sufficient t0 cpver the im-
port dﬂ:‘;# sllow & sukll margin. When the documents
L aypive thd entire sus poid on the provtu,,tout;npﬁt; is
* pefunde , and: the corregt duty collected and brought to
ount on & “pergect eutry’.
ad tramssotion tases plage in &
the: in respect of the "pro-
s debited; in mocordance with the ruling
., to Miscellsneous Eyxpenditure, ‘

sugh refunds, charged
vigioual entxy’ was

47,000, w0 that ‘.
sx  the Custome )

40 ‘expendi-
e in 1933,
ng the
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T Both the -Gommissioner of Customs snd the late i
Gommissioner of Customs, My, Wglsh (now Treasurer) hold
very strongly that in order to secure & fair division &
all such refunds should be debited to revenue irtrespec-
tive of the year of original collection, and after going
{ato the question very thoroughly 1 agree with this visw
subject to your approval. :

The complete correspondence, whioch deals also
with another i{nt in connection with the inter-terri-
torisl allocation will be forwarded latey, but if 1 have
given sufficient information to enable you to arrive at
a decision I shall be very grateful for a reply by air
mail, &s the decision will affect the 1935 Estimates
which are now in course of preparation.

1 have the honour to be,
sir,

Your obedient servant,

gy e

AUDITOR




GOVERNMENT HousE l.
¢ NairoOBI
Y - KENYA .

_//[ November, 1936. .=

/(’118/)./\

23 NOV1935 {Lu
C. 0. REGY |

) " sax, ]
I have the homour to addrese you on the s ,joot
of the p:ocoduo governing the Allocation of Customs md ;
Exoise Bonnuo ’botvnn Kenya and Ugands, and to roomml ,“'
for your approval a nodincntion of the existing prooadu& 1
in the following respects, as proposed by the comiuion.! &
of Customs, Kenya and Uganda:-
(1) By diecontinuing the practice of debiting Ugande
with duty in reepect of goods re-exported from
Uganda on which no drawback is due or claimed,
corresponding debits not being raised against
Kenys in similar circumstances; and

@ (11) iay discontinuing the practice of debiting refunds

of duty made in & year subsequent to the year of

“\ collectionr to a purely Kenya expenditure vot;, all
such refunds to be accounted for in futime as
§ revenue debite.
2. I em advised that b?fore the modification of pro-

cedure at (i) can be applied, & further amendment of the

Customs Revenue Allocation Ordinance, 1927, will be necess-

ary. It is proposed therefore to pu-blieh the accompany-
Bill. ing Bill for introduction into Legislative Council, subject

to the approval of my Executive Council.

3. It is understood that the modificstion at'(11)

is in conflict with Colonial Regulation né;éﬁﬁ‘ n{dI pave '
 therefore —to:u‘qmlt your approval of the proposal, gxich

‘48 discussed in detail in the accompenying memorandum
prepared by the Cmmislione: of Customs. BuﬁJut to your
; :‘ kil approval I propess that the new procedure should become

‘ opuntivo ‘from the lst January, 1936, and I should aceord-
ingly/

| 'THE RT, HON . __
‘\ . ‘_f'.
@ n&g uﬂn ru }.ﬂl COLONIES, LONDON. . o




2.

acoordingly be glad of & reply at your earliest conven-
ience.

4 You will observe that the enclosed Memor:ndui
also recommends that your approval should be sought to
continue the practice of crediting deposits of duty
collected on Provisional Bills of Entry to revenue.

It appears that this practice is contrary to the principle
ususlly observed in Colonial Regulations accounting pro-
cedure and, never having been formally senctioned, has

pow come under the notice of the Director of Colonial
Audit. I should be glad to receive your approvael for
this departure from normal procedure accordingly.

5. The Govermment of Uganda has expressed itself

in sgreement with the proposals contained in this despatch
and I am satisfied that the modifications of procedure
which ‘have been recommended will result in a more equit-
able division of Custcoms Revenue vetween the two terri-

tories.

. 1 have the honour to e,
Sir,

Your most obedient, h e servant,

\ BRIGAD GENERAL .
GOVERUNOR.
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A BILL TO AMEND THE CUBSTOMS AND EXCIER
REVENUB ALLOCATION ORDINANCE, 1927.

BE IT ENACTED by the Gevernor of thopold‘ny of
Kenys, with the advice and consent of the Legis-

~1‘h“ Council thereof -

1, This ordinmoo may be oited as ;ho
Ou-tm uu Excise n-mn. Anoe-.un { Amendment )
Oldluncm 1936, lnd ahall be resd a8 one with the

. Customs M luin Revenue Allocstion ordinance;1927,
; m:btnﬂn u!oiud to aa the Principal Ordinance,
o ud lhtll oome into cperstion -on the first ddy of

' ‘.Tuu:y. 19386.

2. gection 3 of the Princi.psl Ordimco as

'npu.ud m uplnod by the cnim nwumo Allou-
o 7 vion (Mmengiient) Ordinance; - 1933, i hezeby amended

‘by thl Mditm thll.tp of tho follnm -

‘ror the pmoul o; th:l.l sectien the
: oxpxcuion 'gobll utuned ln thn U‘ndt B
' Exottotu‘t.' lhlll 1nc1udl Qcod- ze-
: ui;portoa from tm wnﬂ- “Protéctorste

on which no d:uvblok of duty is pud »

This uund:.ng ‘B41) is dssigned to modify the

; ezlluu proeodnu under thc‘ Ccustoms &nd Excise

‘Bcunm Al;nonion o:dinance whereby Uganda is

dq‘on,d ‘tth duty in respect of goods re-exported

oii which no drawback is due or clsimed. . It i’
duiﬂd thlt the motu of such duty ih nmoot ot
,u;uu tmﬂctlm u)uud acorus 0 w.

;1 ; “He: prondﬁuc of public lmﬁ' *iil be

invelved ‘Af the provisions of this Bill beceme law.
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NEMD RANDUM
ON CUSTOMS ARD EXCISE REVENUE

ALLOGATION PROCEDURE.

———

The procedure go verning the allocation of
the common revenue of Customs end Excise collected Wy the
jeint Keys and Ugsnda Customs _dop-r_t-ont is regulated w
“The Customs Revenue Allocation Ordinance, 1927" as amend ed
W "The c'hn'._'n Revenue Allocation (Amendment) Ordinance

1933"%.

2. The general principle of diviseion which the
Ordinance seeks to apply is that each territorxy shall Dbe
credited with the net duty collected on the goods actually
consumed in the territoy, and that the cost of collection
shall be shared by the two territories proporuomcgly to

net smount of duty with whigh each is credlted.

3. Yor purposes of diseiplinary and financial
sontrel the Joint Customs service is operated as & Kemya
department, revenue collections peing paid into the Kewya
Treasury and expendl ture voted Wy the Kewa Legislature.
Ugenda's share of the revenue is transferred from the
Kemys to the Uganda Treasurys ihe net smount transferable
being the duW credits less the share of coat of collectio
assessed in sccordance with the principle explained in the

preceding parsgrephy in so far a8 existing accounting /

permits.

4. Existing gocounting practice introduces an
element of error in the assessment of the net amount
transferabl e to Ugsnds in the following manner. Refunds
of duty made 1n the current year of collection are

accounted for as revesus debi ts. Refunds of duty made in

o/



‘the inter~territerial allocation of met duty and

revemus 128 qﬁnuﬂ Foar to an exclusively Kenys vote

“makTeetiesn, It 1s mmuu that e s.-nuu of State's
ﬁrt”'un; of k¥ ru—.’u&h- 1s nECessaYy.

‘on Previsional Bills of Eatmy airest to revenus, Refunds

TR .
Yo
@ yoar W %o the your of unuuu are sscounted
for as mﬂn o dshited te o Kome n-un.md
m’*‘d‘l‘- he latter iu-uuou cannot B

wﬂm the purviev of uo mnumu s veriing

cslleatiep sests, upen the basis of which the anaual
paynent te Uganda 18 made. Thus the common duty whieh i8
subjost to anmal aivision is met all met duty, ™ E
ﬂiﬂll an n-lllt of gress duyy in respect of whieh ne
uilqu-‘ sdjustments are made in the allecation asoount,
and o tats extent astual Precedure is in cenfliet with
Cb‘plcnl priseiple reforred te tnmnﬁn 2.

L ll axder to remedy this position, it is
r-—ﬂlﬂ that the mun of debviting refunds of

‘.Ild »e “ld and fhat sll sueh refunds should be
Md - mm devits iryespective of he yoar of

6  Te mtd -“thnuon of thuu'neox.-nung
presedure is all the mere uuum because of the
nuuu in feree of onnuu A.uu- of duty collectel

of upot\l made in & subsequent year are acce raingly
mﬁd as erdimaxy -pefuids of duty and are ineluded in
the dedits 'Ii “She spprepriste Kews Miscellansous
expenditure vete.

e e Mu of ..‘Il“ for Previsionsl —W \
nm "nol ‘o oﬂuﬁu . s

. m sm ne presties mu :.m ‘{e Sugh the me¥e



gonvenient, MM.- of the mere correst pncdmﬂa

m » Amsonaistent | witn tne aim of ‘the x'cnu- _ %
aaagesiion systen 1a mm that a1l the tressactions
M’ﬁl sheuld be mt inte the uhmﬁuu foi
WM /3% 1s Werefere recemmended that sppravel of
rof y of State sheuld be seught te eontinue the '
" M« of asmunting for duty deposits as

© evesne, it ﬁkﬂc Sesn indieated W the Auditer that

'.'.' ajprevel 1o uu-uu. 2




